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Migration and iionAr 

While the South Konkan region of Maharashtra has been traditionally 
characterised by large out-migration, it is the relatively well developed 
tehsils of it which have contributed the most to the human outflow. A 
study of the region provides insights into the relationship between 
migration and development and also suggests that the development of 
the area cannot be made to rest on any readymade single solution such 
as the west-coast railway, but has to be viewed in the totality of the 
physical and human environment of the region and the strong 
economic pull of metropolitan Bombay. 39 

Minority Identity and the Political Process 

The movement against the Supreme Court’s momentous judgment in 
the Shah Bano case shows that, contrary to the hypothesis of a religious 
minority’s unvarying and overriding concern with preserving its religio- 
cultural identity, the construction of the Muslim identity is very 
much a product of specific political processes. 44 


On Birlas' Terms 

Announcing the signing of the 
tripartite agreement for the 
reopening of the Birlas’ rayon pulp 
and fibre factory at Mavoor in 
Kerala, the state chief minister 
admitted that “the government could 
not claim that it protected all the 
interests of the workers". How many 
of the workers' interests does the 
agreement fail to protect and how 
many of the Birlas’ does it 
promote? 16 


‘Turning Pdints’ in 
Long'Run Growth 

An examination of the economic 
history of Brazil and India to test 
the hypothesis of a clearly 
identifiable ‘turning point’ in the 
economic growth of third world 
countries brought about by a rising 
foreign trade ratio and a major 
political shift making for capitalising 
on the possibilities provided by 
an expanding world economy. 31 


Art, Politics and 
Murder 

Safdar Hashmi's life-mission of 
bringing people closer to fighting 
organisations through the theatre was 
more than fulfilled by the role he 
and his troupe played in the 
November 1988 strike in the 
Ohaziabad industrial area and he 
paid the price this week when he 
fell victim to the ruling party’s 
murderous goons. 4 


Time-Bomb at 
Koodankulam? 

The official announccincnl that two 
1000 MW VVER-type nuclear power 
plants imported from the Soviet 
Union are to be put up at 
Koodankulam in Tamil Nadu has 
raised major issues of nuclear 
safely as well as rehabilitation 
of the large population which 
will be displaced by the 
project. 20 


Protectionists All 

Half-way through, the current round 
of international trade negotiations, 
the so-called Uruguay Round, is 
hamstrung by burn-again 
protectionism on both sides 
of the Atlantic. IS 


Hypocrites All 

It is some socialist republic where 30 
per cent of the agrarian community 
is landless while the lop 10 per cent 
own 70 per cent of all land and 
where at least 40 per cent of the 
population lack the wherewithal for 
a bare meal every day. And yet the 
Representation of the People 
(Amendment) Bill requires every 
political party, if it is to be allowed 
to participate in the country’s 
electoral process, to declare itself 
to be a believer in socialism. II 


Dead Panchayats 

Panchayats have become totally 
defunct in Bihar, the first state in the 
country to have introduced 
panchayati raj in 1948. 18 


The Fourth Year 

In his fourth year as prime minister, 
Rajiv Gandhi’s political leadership 
was visibly weaker than in the 
years before. 12 


Festering Sore 

The communal riots in three major 
towns of UP towards the close of 
1988 were one nioie warning of the 
threat that the Ram Janambhoomi- 
Babri Masjid controversy poses 
to comiiiiinal peace in ilie 
country. 22 


Discontent in the Baltics 

The demands of the Soviet Baltic 
republics lor greatei economic and 
socio-cultural autonomy may not be 
inconsistent with the democralisation 
process Initiated by Gorbachev, but 
the expectations of the people of 
these republics go far beyond. 24 
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TTERS TO EDITOR 


! Who Will Gain from New 
Seed Policy? 

ABHIJIT BHATTACHARJEE’s report 
? on the New Seed Policy (October 8, 1988) 
is very well written and highlights many 
of the issues involved. T here is indeed 
cause for concern. The result of the policy 
will be that just as in the US and Europe, 
all small and struggling seed companies 
and research institutions will be swallowed 
up eventually. There are many factors 
which can be blamed for the present state 
of affairs. Mainly it has been the attitude 
of the central and state governments 
towards the infant seed industry in India 
that has been struggling since 1964 to 
' achieve economic viability. The ICAR as 
well as the state seed corporations and 
ministries of agriculture have never had 
a long-term policy vis-a-vis the private 
' seed trade. Over the past two or three 
years the trend has been at least in 
Maharashtra to monopolise the seed ih- 
. dustry in government hands. This has 
resulted in insufficient margins for the 
private seed uade as the state corporations 
do not pay interest on their ctytital needs. 
Also the frequent transfer of key person- 
. nel affects their fortunes. 1988 was and 
1989 is going to be years of seed shortages 
due to the inefficiency of the agricultural 
universities in the production of founda¬ 
tion seed of publicly bred varieties. 

The ICAR and state schemes for breed¬ 
ing new varieties have also not gotten off 
the ground largely because proper incen¬ 
tives and facilities were not given to the 
. breeders. The ICAR had earlier taken a 
decision to allow the import of limited 
quantities of foundation seed for pre¬ 
viously tested hybrids. This would have 
result^ in a gradual introduction of the 
best germplasm after proper testing. But 
such a policy would not have resulted in 
windfall profits for the importers. 

A very great danger to Indian agricul¬ 
ture is the high-powered sales techniques 
of MNCs as well as some of the larger 
Indian seed companies. A case in point 
would be the recent fiasco of a bajra 
hybrid. It yielded well and produced a 
desirable quality of grain. However, it was 
susceptible to a severe disease that increas¬ 
ed in virulence after successive plantings 
in the same Held. In spite of warnings by 
the government the seed company engag¬ 
ed in a massive sales campaign and by 
craating artificial shortages was able to 
realige or foqr times the listed price. 
The was a massive failure of the 
bnjii'(9#an d probable withdrawal of the 
|k variety^^&wever, the object of making 
Btast iMMits of money at any cost has 


been achieved. This is the way in which 
the MNCs will work. Government con¬ 
trols like certification will not work as 
time has shown that these are easily cir¬ 
cumvented by bribery. Strict laws to be 
enacted by government regarding the pay¬ 
ment of compensation for failed crops will 
also not work as can be seen from our ex¬ 
perience with Bhopal. Probably the only 
thing that might succeed is giving such 
failures wide publicity so that farmers can 
beware of such companies. However, our 
farmers are not once bitten twice shy. 

Frauds perpetrated against the farming 
community by MNCs and large com¬ 
panies who mount sales campaigns for 
products like growth promoters, bioferti¬ 
lisers and minor elements go unpunished. 
Eventually the products flop, but only 
after the producer has earned his pile. A 
recent example is the growth promoter 
‘Paras’ marketed by HindusUn Lever and 
‘Vipul’ marketed by Godrej. 

Similarly, eventually the New Seeds 
Policy will also flop without having any 
impact except for a lot of money going 
into certain pockets. The Indian farmer 
is rrailient enough so there will be no long¬ 
term damage. But there will be no short¬ 
term gains for him either. 

B V Nimbkar 

Nimbkar Agricultural 

Research Institue, 

Phaltan. 

‘Faulty Premises’ or 
Academic Arrogance? 

THE central argument in Mukherjee 
et al’s response (‘Faulty Premises’, EPIV, 
October 1, 1988) to our article ‘The Great 
Sand Robbery and Impending Ecological 
Disaster’ {EPtV, August 13, 1988) is that 
“if groundwater is not recharged... it has 
more to do with the bare catchment bereft 
of vegetation than the removal of the sand 
(by the rich) from the streambed”. At no 
point in our article have we said that the 
transformation of Yerala river from a 
perennially flowing one to a barren strip 
is only due to sand excavation. In fact we 
have argued that deforestation and lack 
of tree cover in the catchment area, scanty 
rainfall, changing cropping pattern and 
agricultural practices, loss of top soil and 
bio-nutrients through soil erosion, ex¬ 
cessive withdrawal of water for irrigation 
purposes, etc, are all contributing causes 
to making Yerala river a dry one and 
creating a situation of qegenerated 
agriculture. Our only contention is that 
commercial excavation of sand, as in the 
case of \brala, is also an important aspect 


in relation to the availability of water in 
the riverbed. Mukherjee and the others do 
not seem to see any such relationship. 
However, the focus in our article on com¬ 
mercial sand excavatibn and its ecological 
effects has been deliberate because, at pre¬ 
sent, the seriousness of the issue is being 
overlooked. 

Meanwhile, the experts’ committee, 
constituted by the district collector of 
Sangli, to study the effects of sand quar¬ 
rying from Yerala riverbed on the local 
ecology and agriculture has just fmalised 
its report. The findings of the committee 
have more than vindicated our stand on 
commercial extraction of sand. The fln- 
dings have only confirmed the people’s 
fears—fears that are born out of their ex¬ 
perience in living in the Yerala river basin 
for generations and for which they fought 
so consistently in the last two years. 

Finally in the last part of their letter 
they have mentioned that “it is a pity^iat 
sometimes worthy causes become suspect 
on account of pseudo scientiric bases’’. 
This statement calls for a debate on the 
conceptual framework of what one calls 
‘science’. Though we do not want to go 
in for such a debate here, we would like 
to state that the Mukti Sangharsh Move¬ 
ment, which is spearheading the struggles 
of the drought-affected people of this 
region for the last five to six years, has 
consciously tried to give a scientific base 
and outlook to the people’s struggles and 
their search for alternatives. As a part of 
this strategy, a ten-day Vignan Yatra 
(science festival) was organised in 
khanapur taluka in collaboration with the 
l^ople’s Science Movement, Maharashtra, 
the focus of which was drought and agri¬ 
culture. Again, a detailed study of ^he 
geological formations, water availability 
in the wells, vegetation, cropping pattern, 
capital invested for irrigation purposes, in¬ 
debtedness, etc, was conducted ^ong the 
rivers of Yerala, Agarni and Nandini— 
the three rivers flowing through Khanapur 
tehsil. Hundreds of villagers participated 
in tigadayatm along the riverbeds. In 1986 
the drou^t-aflected people of this region 
demonstrated in front of Shivaji Univer¬ 
sity, Kolhapur demanding that the univer¬ 
sity should also involve itself in the 
drought eradication movement by pro¬ 
viding scientific inputs. As a result of this, 
a drought eradication committee was set 
up at the Uni\ersity level. 

Tb use phrases like ‘pseudo scientific 
bases’ and ‘faulty premises’ without even 
bothering to understand all these process 
is nothing but an indication of academic 
arrogance. 

K J Joy, Naomani Rao 
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In Tandem 


S atwant Singh and Kehar Singh have been sent to the 
gallows. It had become clear quite some time back that 
the government had taken a decision not to heed the fairly 
broad-based public sentiment pleading for ccercise of the 
presidential powers of pardon in their favour, or in favour 
at least of Kehar Singh. It had been urged upon the govern- 
menTthat this would go a long way in assuaging the hurt 
feelings of the Sikh community. That the government chose 
to ignore these appeals is not surprising. Its decision to do 
so is consistent with its overall approach and policies towards 
the situation in Punjab. It has been seen time and again that 
while the government is not averse to trying to establish 
contact and even negotiate with this or that faction among 
the terrorists, it is evidently determined not to take any 
steps^for example, release the Sikh prisoners who have been 
rotting in the Jodhpur jail without trial for nearly five years 
now or show a modicum of interest in bringing to book at 
least a fraaion of those responsible for the massacre of Sikhs 
in 1984—which would go to reassure the large body of 
moderate Sikh opinion. So much so, it is difficult to resist 
the conclusion that the government’s and the ruling party’s 
polirical game-plan must be to keep the turmoil in Punjab 
alive for a variety of reasons. It provides an excellent alibi 
for the government to acquire and exercise ever more 
draconian security powers. It also offers the Congres$(l) a 
ready means of stoking and appealing to Hindu national 
sentiment—as indeed was done so effectively in the last 
general elections. With another general elections due in less 
than a year, it is not to be ruled out that the iJecision to 
hang Satwant Singh and Kehar Singh is part of some tight 
political strategy being drawn up by the Congress(I)’s 
backroom boys. 

The hanging of Kehar Singh has also served to focus the 
spotlight on the judiciary. Encomiums were showered on the 
Supreme Court for its judgment of December 16 last, remit¬ 
ting Kehar Singh's mercy petition back to the president for 
reconsideration. While rejecting the petition, the president 
had taken the position that he could not go into the merits 
of the case decided by the highest court in the land. No, ruled 
the court; the president’s power of pardon under Article 72 
of the constitution “is of the widest amplitude” and “in 
exercising the president must examine whether the person 
convicdHyuilty as well as whether the punishment decreed 
is excM|^ Further, the president “must scrutinise the 
evidenccOT recdrd and also assess whether any error has been 
committed in the judicial process”. However, the applause 
proved to have been premature. For as the court’s summary 
dismissal on January 5 of Kehar Singh’s final petition 
challenging the rejection of his fresh mercy petition by the 
president showed, the court offered no avenues for redressal 
of the convicted person’s complaint that the president had 
not done the things which the court had said he had to do 


while deciding on a mercy petition. 

It is, however, in regard to the treatment of rhe evidence 
against Kehar Singh that the performance of the judiciary 
has been even more noteworthy. The evidence of Kehar 
Singh’s involvement in any conspiracy to assassinate Indira 
Gandhi was entirely of a circumstantial nature and consisted 
essentially of four or five incidents of meetings between him 
and Beant Singh, Indira Gandhi’s other assassin who had 
been shot dead immediately after the assassination, and of 
conjectures about what must have taken place on these > 
occasions. The sort of conjectures and interpretations that 
went into the conviction of Kehar Singh is illustrated by the 
meanings sought to be attributed to his alleged statement 
on learning of Indira Gandhi’s assassination that “whoever 
would take confrontation with the panth, he would meet the 
same fate”. The Supreme Court took this statement to 
establish that Kehar Singh “was cognisant to all the details 
of the coming tragedy and [was] waiting to receive the news 
on that fateful day”. Further, “unless Kehar Singh had prior 
knowledge he could not have reacted with those words”. 
Again, “this remark shows his guilty mind with that of Beant 
Singh”. TVuc, Kehar Singh had been found guilty by the trial 
court and sentenced to death on the strength of such evidence 
and the high court had upheld the conviction and sentence. 

But then the trial court and the high court had done the same 
in regard to Balbir Singh on the basis of evidence which, on 
appeal, the Supreme Court found to be both fabricated and 
valueless for establishing his guilt. 

Given the nature of the evidence against Kehar Singh it 
had been argued on his behalf that, before pronouncing on 
his guilt, the courts must examine the findings of the Thakkar 
Commission appointed precisely to unravel the alleged con¬ 
spiracy to kill the late prime minister. Further, after Kehar 
Singh’s conviction the government had arrested one Atinder 
Pal Singh who, the government claimed, had made a state¬ 
ment disclosing details of the plot against Indira Gandhi. 
Clearly, before sending Kehar Singh to his death, an attempt 
should have been made to ascertain what, if anything at all, 
the Thakkar Commission’s report and Atinder Pal Singh’s ; 
confessional statement had to say about his alleged involve- '[ 
ment in the conspiracy. However, the judiciary, including the 
Supreme Court, refused to lift a little finger. 

With Balbir Singh haying had to be acquitted, the govern- 
ment’s case that Indira Gandhi’s killing had been the out- 3 
come of a deep-laid conspiracy with the widest ramifications, i 
involving internal and external forces, was already in a ‘i 
shambles. It would have collapsed altogether had Kehar ’ 
Singh too been held to be innocent. But no, the judiciary ‘ 
was not going to tell the emperor that he had no clothes. 
What this says about the evolving relationship between the , 
judiciary and the executive—an executive armed to the teeth ; 
with repressive powers—is chilling. 
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The Life and Death of 
Safdar Hashmi 

G P U«‘i>hpand«> 

Safdar Hashmi’s life-mission of bringing people closer to fighting 
organisations was more than fulfilled when he and his troupe, the 
Jan Natya Manch, became active in the Ghaziabad industrial area 
during the November 1988 strike there. And precisely for that 
reason the goons of the Congress(l) have now murdered him, 
thereby opening a new chapter in the dastardly politics of the 
ruling party. 


DELHI has never been quite the place for 
theatre. But it is becoming one. Among 
the people who brought about this 
change, Safdar Hashmi was easily the 
most prominent and active. He lived 
theatre for well over a decade. He wrote 
for it, composed songs for it, acted in it 
and directed it. He wa.s a complete theatre- 
person. The Jan Natya Manch which he 
helped found in 1979 was the most active 
street-theatre group in the capital. His 
plays, Manish’s or Tyagi’s acting, his 
own and his wife Mala’s performances 
sustained it. He understood that street- 
theatre is primarily a form of politics. 
What is primarily political need not, 
however, be artless. Safdar and his JNM, 
through their praxis, resolved the con¬ 
tradiction between political-form and 
art-form. 

Safdar and his JNM had recently decided 
to do at least one proscenium production 
every six months, thereby resolving the 
contradiction between these two forms. 
No form was taboo for him. The only 
contradiction he recognised and he did 
Slot wish to resolve was between ‘political’ 
and non-political theatre. He stood for 
political theatre. All theatre is com¬ 
munication. In the times in which we live 
the only meaningful communication is, to 
borrow Safdar’s words from an article 
which did for The Economic Times in 
April 1986, that which “brings people 
closer to fighting organisations”. 
Whatever helps that communication is 
valuable. That is why the debates on the 
‘art’ of street-theatre must have appeared 
to him an exercise in futility. If a given 
proscenium production helped that com¬ 
munication he would do that. If a street- 
play helped it, he would resort to it. 

Safdar never knew fatigue. Whenever 
you met him, a broad friendly grin greeted 
you. His circle of friends was remarkably 
wide. There was no one in Delhi even 
remotely connected with theatre who did 
pot know him au^ho did not like him. 

at various demos. 
JHn|P|w his warm smile, such 
as two would give each other 


when they discover each other busy in the 
act! Organisation was his forte. There was 
no issue involving basic human values 
which would not bestir Safdar into action. 
His and his comrades’ work in the 1984 
riots in Delhi was outstanding. He was 
constantly on the move then. It was quite 
fashionable ih Delhi elite circles to say that 
the organised left did not do a damn thing 
after the Delhi riots. Safdar was a card¬ 
holding member of the CPI(M). These 
people, of course, never saw him and his 
comrades act during those fateful days. 
They probably never wished to, because 
they had made up their minds on the 
question. So Safdar and his comrades 
never got their due for their work during 
and after the riots. In a sense, a party 
member will always suffer from this disad¬ 
vantage. Safdar bore the burden too. But 
the amount of work that he had done 
during those days and over the past four 
years on the anti-communal front was 
indeed phenomenal; as phenomenal as his 
theatre had been. 

The Jan Natya Manch had got an 
award from the Delhi administration for 
its work for communal harmony. Since 
the award was for communal harmony, 
the JNM decided to accept it. Safdar who 
would have represented the JNM at the 
award giving function refused to take it 
at the hands of HKL Bhagat, a minister 
not particularly known for his humanity. 
He thereby demonstrated that he was not i 
only a complete theatre-person but also 
a complete political person. The fashion¬ 
able distrust of the organised left (they do 
not do a thing, and so on) did not bother 
him. He went on doing his work. 

His life-mission of bringing people 
closer to fighting organisations was more 
than fulfilled when he and his troupe 
became active in the Ghaziabad industrial 
area during the November 1988 strike. 
They were constantly moving from one 
area to the other, one lane to the other. 
Plays do not make strikes possible. But 
they surely contribute to their strength and 
the morale of those who are organising 


and participating in them. JNM played a 
sterling role in the November strike. The 
play which made this possible was Halla 
Boi, written and directed by Safdar. df 
course, all JNM plays were always writ¬ 
ten collectively—a process in wi]^ch from 
middle-aged TVagi to a teenager flrttor par¬ 
ticipated. Theatre for Safdar was a com¬ 
munity activity. He instinctively 
understood what Bharat had said in 
Natyashastra: It is only in theatre that nsa 
becomes a reality; except that he would 
have changed the words slightly—it is only 
in, theatre that krand rasa becomes a 
reality, he would have said. 

And it would have been true too. 
Precisely for that reason the goons killed 
him in Jhandapur, a basti within the 
Ghaziabad Municipal Area. Trade union 
rivalries and consequent violence are not 
exactly new. But to kill a theatre-person 
to settle trade union questions is new in 
the devious and dastardly politics of the 
Congress (I). The party’s devious politics 
in the municipal elections is obvious in the 
fact that its candidates are not running on 
the Congress(l) symbol. The party has 
backed independents in several wards. 
Mu':esh Sharma was one such ‘indepen¬ 
dent’ candidate (election symbol: 
elephant). He is alleged to have led the 
murderous attack on Safdar. K N Singh, 
the secretary general of the Congress(I), 
has now claimed that this Mukesh Sharma 
has nothing to do with his party. Con¬ 
gressmen believe that just as two minuses 
make a plus, two lies make one whole 
truth, a truth more weighty than ordinary 
mortals’ truth. Mukesh Sharma has been 
disowned—temporarily no doubt—and 
has been arrested along with six others. 
What will ultimately happen to him or 
whether he would finally get away scot- 
free, perhaps to run later for the UP 
assembly on the Congress(I) ticket, is 
more than one can say at this moment. 
Nothing is impossible in the strange 
Congress(I) world. 

Rajiv Gandhi was watching wild 
animals in Corbett Park when his own 
wild animals were beating Safdar’s brains 
out. In the land of Bhavbhuti and 
iKalidasa (whose names our PM may or 
imay not have heard) a play is stopped and 
the playwright is murdered there and then. 
The PM is silent. No word from him 
either of regret or of apology. K N Singh 
is busy e.stablishing that Muke|i^|arma 
is not a Congressman. Safdar^jBSp for 
him is a matter of no concern tfflSS'wise. 

Safdar died hitting his head against the 
rock of Congress(I) barbarism. The 
workers of Ghaziabad have lost a cham¬ 
pion of their cause. The secular-democrats 
of Delhi have lost a militant comrade-in- 
arms. The theatre-workers of Delhi have 
lost one of their most talented young 
activists. Safdar’s life was rich. His death 
has made all of us poorer. 
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THIRD WORLD DEBT 

Partial Solutions 

THE World Bank’s annual publicaiion 
World Debt Tablet., its title notwithstanding, 
is actually devoted to the external debt of 
the developing countries only, which is 
estimated to reach a figure of $ 1.3 trillion 
by the close of 1988. If the external debt of 
the developed world, including that of the 
countries in the Soviet orbit, were to be add¬ 
ed on, the total would possibly be close to, 
if not higher than, S 3 trillion, with the US 
alone accounting for one-third of the total. 

It is important to view the debt position 
of the third world in the total context 
because lately, almost since 1982, it is the 
external debt of the developed world which 
has been on the increase with the net inflow 
to the third world reduced almost to a 
trickle. In fact, although the external debt 
of the latter has increased over the years— 
the increase in 1988 is estimated by the 
World Bank at 3 per cent over the figure for 
1987—there has in fact been a net outflow 
of the order of $ 100 billion on this account 
from these countries since 1982. So if the 
total world debt has increased at a rapid pace 
over the last few years it has been almost en¬ 
tirely on account of the developed countries, 
principally the US. Intimately connected 
with the increased external indebtedness 
within the developed world is the fact that 
the bulk of the increase in debt has taken 
the form of private borrowing, be it through 
commercial bank lending or through the 
floatation of various types of bonds, most¬ 
ly the latter—a type of borrowing which is 
almost altogether closed to the third world 
countries. 

Given a situation like this, how would 
initiatives of the type currently being talked 
I about work to teduce the burden of external 
indebtedness on the third world countries? 
On the one hand is the proposal by Mikhail 
Gorbachev, put forth in the course of his re¬ 
cent address to the United Nations general 
assembly, of writing off the debt of the least 
developed countries or extending a lengthy 
moratorium for up to 100 per cent of these 
countries’ debt servicing. As for the other 
indebted developing countries, Gorbachev 
has suggested a discussion at some appro¬ 
priate multilateral forum. On the other hand 
is the view of the US president-elect, George 
Bush, which rejects any write-off but con¬ 
cedes the case for a major review “jo find 
a more versatile answer than simply com¬ 
pelling private institutions to write off the 
debt”. This would seem to be close to the 
World Bank’s assessment of what it calls a 
“viable path” to dealing with the debt pro¬ 
blem consisting of “the use of available 
menu options” and expanding their range 
s “as vehicles for market-based voluntary debt 
' reductions”. There is, no doubt, a clear 
difference between the two approaches. 
Gorbachev advocates an approach in which 
governments will have a major active rote 


to play; the Bush-Bank approach is to con¬ 
tinue with market-based action, except that 
it is expected to be pursued much more 
vigorously. 

Here it is appropriate to recall the line 
taken by the South Commission at its Kuala 
Lumpur meeting when it called for the 
establishment of a debtors’ forum to explore 
“the possibilities of concerted action for 
securing a just and equitable solution to the 
debt problem”. The commission had warned 
that, if creditor countries are not sufficiently 
co-operative, the debtor countries may well 
have to “act on their own to limit debt ser¬ 
vice payments to an amount consistent with 
the requirements of their development”. 

Gorbachev’s approach should make 
unilateral action by debtors unnecessary. But 
one cannot say that with regard to the Bush- 
Bank line. However, it has ta be noted that 
both approaches seem to assume that the 
debt problem can be adequately tackled on 
it.s own regardless of what happens to the 
world economic and financial system. They 
ignore that the debt problem is a direct con¬ 
sequence of the way the world economic and 
financial system has evolved. Under this 
system the burden of practically all adjust¬ 
ment falls on the poorer countries, indebted 
nor not, whereas the richer a country the less 
it has to bear the burden of adjustment. The 
US debt is continuously depreciating and yet 
nobody raises a voice, but when the third 
world debt depreciates it is made to look as 
if the heavens have fallen. 

AORICULTRE 

Seedy ‘New Deal’ 

THE new seeds policy which came into ef¬ 
fect on October 1 last year basically inaugu¬ 
rated the next phase of structural depen¬ 
dence of Indian agriculture on transnational 
corporations. The technology of the green 
revolution with its high-yielding varieties 
with homogeneous characteristics was, to 
some extent, controlled by the international 
agricultural research institutes/centres which 
were funded by the developed western 
capitalist countries. The other components 
of the package—fertilisers nd pesticides/ 
herbicides—were under the control of 
transnational corporations. The abundant ir¬ 
rigation requirements were not fulfilled by 
the Indian government on the scale and the 
spread that the TNCs would have expected 
for the expansion of their markets. The in¬ 
stitutional framework of agriculture in some 
regions too proved a formidable barrier to 
the introduction of the new technology. The 
green revolution was restricted primarily to 
wheat and, to some extent, rice. 

Today, in what the government calls the 
‘second phase of the green revolution’, the 
breakthrough is expected to come from 
biotechnology which is under the direct con¬ 
trol of transnationals. The great rush of the 
agro-chemical TNCs is to take over firms in 
the bio-technology industry. Much of the 


impetus to R and D in genetics is said to 
come from the agro-chemical TNCs to 
develop pesticide-resistant varieties of plants 
and seeds for which there is an expected in¬ 
ternational market of several billion dollars 
in the next five years. Thus, for example, 
Ciba-Ceigy, Hoechsi and Monsanto are 
busy developing a variety of seeds which are 
resistant to their patented/proprietary 
pesticides. This R and D strategy promises 
to increase the annual market for their 
branded pesticides by a few hundred million 
dollars each. 

With the Indian government’s decision to 
allow OGL import of hybrid seeds for a 
number of crops international agro-business 
can gain a major foothold in Indian agricul¬ 
ture. The government justifies the policy in 
high-sounding phrases like modernising and 
indeed revolutionising Indian agriculture. 
The capitalist landlords and rich peasants 
are being given a ‘new deal’. As one com¬ 
mentator has pul It, apart from the tradi¬ 
tional dependence of these agrarian classes 
on the monsoon, now their fonunes will also 
be decided by fluauaiing exchange rates, im¬ 
ported proprietary pesticides, monopoly 
pricing of hybrid seeds and TNC control of 
the ‘parent lines’ of these seeds. The rich 
peasant and capitalist landlord will not grow 
their own .seeds—most of them did not, 
anyway—but will have one more middleman 
(the TNC) in the labyrinth of agents. Of 
course, with a little help from the state, they 
have set up their own trading agencies for 
fertilisers, pesticides, etc. 

The government claims to have made an 
adequate allocation for local R and D in bio- 
t«Hnotogy-inrthe'Swenth Plan. This figure 
is however not even equal to the annual' 
R and D allocation of a single one of the 
top five agro-chemical TNCs for genetics or 
bio-technology research. The question of 
patents is looming large as the TNCs and 
their nation state arc actively seeking pro- 


Revised Suc^rription Rates 

Due to all-rouno iricreasc in costs, 
in particular the cos'- of newsprint, 
we are compelled to increase the 
per copy price of fPW from Rs 5 to 
Rs 6 with effect from this issue. The 
revised inland subscription rates 
will be as follows and will come in¬ 
to force from February 1, 1989; 

Institutions 

One year Rs 325 
Two years Rs 625 
Three years Rs 925 

Individuals 

Six months Rs 140 
One year Rs 250 
Two years Rs 475 
Three years Rs 700 

Concessional Rates (One year) 
Teachers/Researchers Rs 200 
Students Rs 150 
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duct patents not only on seeds but also on 
genes. The latter will ensure control of all 
varieties in which the particular gene is in¬ 
corporated and the patentee will then be able 
to restrict others from using that gene. A sec¬ 
tion of the Indian bourgeoisie and the repre¬ 
sentatives of the TNCs in India are actively 
lobbying for amendment of the Indian 
Patents Act, 1970. 

The permission to import hybrid seeds of 
coarse cereals, pulses and oilseeds on OGL 
is restricted to two years. The importer must 
have a collaboration with a foreign firm for 
seed production. Further, the parent line of 
the seeds and critical breeding material for 
seed multiplication must be transferred to 
the Indian firm within two years of the first 
consignment. Expecting the TNCs to part 
with the parent lines is plain deception. 
Already, one TNC, Pioneer Hi-Bred Inter¬ 
national, is refusing to operate in India 
unless these conditions are relaxed. The 
quarantine procedures and methodology of 
the evaluation trials, as announced, are a 
dilution of necessary guidelines stipulated 
by Indian agricultural scientists. Some 'new 
deal* this. 

POLITICS 

Dress Rehearsals? 

CRIMINALISATION of poUtics, or for that 
matter politicisation of crime, is not exactly 
a startling novelty in contemporary India. 
If its wide ramifications are not so well 
known, it is only because unlike the US, our 
politicsJ system has not yet thrown up any¬ 
thing like the Kefauver Committee of the US 
Senate, to study and expose this cancerous 
growth. Vet, the outburst of violence at 
Vijayawada and dozens of other .towns in 
Andhra Pradesh in the closing days of 1988 
cannot have failed to shock most people of 
this country. The close resemblance that the 
episode has revealed with the clannish 
vendetta of the backward tribes as murder 
has followed murder claiming victims from 
the families of the rival gang leaders, and 
the tie-up of the rival criminal gangs with 
the caste rivalries between the Kapus and 
Kammas as also with the contending Con- 
gressd) and the Iblugu Desam Party are cer¬ 
tainly staggering even to perceptive observers 
of the Indian political scene. 

While the deliberate refusal of the NTR 
government to give the prayed for protection 
to the threatened gang leader on the one 
hand and the equally deliberate dilly¬ 
dallying of the union home ministry to give 
the green signal to the army units to respond 
to the Andhra Pradesh government's call to 
control the rampaging Congressfl) mobs are 
quite shocking, neither of them is totally 
unexpected. The most startling aspect of the 
entire. Andhra Pndmh episode undoubtedly 
is the the violent orgy that was 

tv organisedB^Uhs of towns with the ease 
:%r, it scem^H|H|||ng a push-button by the 


CongrcssdHed gang. This is the most 
serious and sinister sigrul that all progres¬ 
sive-minded people have to take note of. 

This aspect of the developments is an in¬ 
dication of the lumpcnisation of a fairly 
large segment of the town-dwellers on the 
one hand and their linkages with an extre¬ 
mely desperate gang of political operators 
on the other, linkages established with a cash 
nexus. Developments of this type, as Marx 
showed in his Eighteenth Brumaire, gave 
raise to Bonapartist authoritarianism in the 
19th century; it was this type of development 
which gave rise to Hitler fascism in the 
earlier part of this century and the 
Indonesian massacre mote recently. Although 
the Andhra communists of any colour—the 
CPI, the CPI(M) and the Maoists—are not 
in'any way directly involved in this macabre 
death dance, these incidents may really be 
a serious warning to them, that is, that if 
a far more serious view of contemporary 
politics is not taken and appropriate conclu¬ 
sions are not drawn, the day may not be far 
off when after these dress rehearsals, the 
basic social forces behind the rival gangs 
may one day decide to close their ranks and 
join hands to turn on their common class 
enemies! 

MIGRANT WORKERS 

Unwanted Help 

THOUGH, as brought out by the recent Il£> 
review of migration of Asian labour to west 
Asia (see ‘The Uncared for NRIs’, December 
3, 1988), the government of India’s attitude 
to Indian migrant workers has been on the 
whole one of neglect and indifference, that 
does not mean that the government is not 
capable of occasionally undertaking ill- 
considered actions which threaten to further 
worsen the plight of migrant workers. A case 
in point is a recent directive issued quite out 
of the blue by the union ministry of labour. 
While the directive in question has since 
been withdrawn—underscoring thereby the 
haste and thoughtlessness of the initial action- 
it deserves to be commented on for the com¬ 
plete lack of understanding of the problems 
of the poor Indian migrant workers that it 
betray^. 

By its directive the labour ministry asked 
the various protectorates of immigranu in 
different parts of the country to insist upon 
the production of Prepaid Ticketing Advice 
(PTA) in favour of intending migrant 
workers who do not belong to any of the 
categories elipble for endorsement on their 
passports to the effect that they-do not re¬ 
quire immigration clearance. The directive 
promptly brought all work in the protec¬ 
torates all over the country virtually to a 
standstill. At least that was the position in 
Kerala, according to reports. IWo protec¬ 
torates function in that state; one from 
Emakulam and the other from Trivandrum. 
The number of clearances granted by these 


protectorates used to average about 400 per 

week, but it came down to less than 

the week after the labour ministry’s di i e c A ft j| 

The directive was ostensibly intendeds^' 
protect the poor migrant worker. Alrea^ 
under the contract an overseas employer ex¬ 
ecutes, he is obliged not only to pay a fixed 
monthly wage to the worker and to provide 
other specified amenities but also pay for 
his to and fro air travel. So, in theory, all 
that the new directive was seeking to do was 
to ask for evidence that the worker’s travel 
was actually being paid for by the employer. 

In actual practice, practically every migrant 
worker belonging to this category purchases 
his ticket locally in rupees. Whether or not 
he is reimbursed this amount subsequently 
is difficult to say. But then it is equally 
uncertain whether the overseas emidoyerS in 
all cases abide by the agreements they sign 
with regard to wages and other amenities. 
What steps has the ministry of labour taken 
in regard to wages? 

In the immediate context of the labour 
ministry’s directive regarding the production 
of PTAs, if protection of workers was the 
objective, how was it going to be ensured 
that the PTA would be sent by the employer 
and not obtained by the migrant worker 
through his agent? In other words, there was 
every danger of the mandatory PTA becom¬ 
ing another hurdle in the way of the migrant 
worker which would give the employment 
agents yet another opportunity to fleece him. 

If, in addition, the ministry was expecting 
that by insisting on the PTA it was helping 
Air India to earn more foreign exchange, 
both the ministry and Air India had a sur¬ 
prise waiting for them. Even Air India, it 
wduld appear, realised the folly of the labour 
ministry’s action and reportedly represented 
against it. 

The fact that the labour ministry could 
so short-sightedly issue an order like this 
without a proper examination of its pros and 
cons shows how out of touch with reality the 
bureaucracy at the centre often can be. 

THE OPPOSITION 

Search for Agenda 

AS the new year begins, speculation about 
early Lok Sabha polls is becoming more per¬ 
sistent and widespread, bolstered by suitable 
interpretations of various pronouncements 
and performances of the prime minister and 
the coterie around him. Along with this 
speculation grows the volume of analyses 
and recommendations for the benefit of the 
undoubtedly divided and confused opposition 
poUtidaiu. The latter, for their part, are not 
mere passive recipients of the inflow of 
unqu^tionably well-meaning advice; they 
themselves are by profession a highly arti¬ 
culate lot and, hence, they have naturally 
bemi themeselves contributing a sizeable 
volume of Inputs to this growing pubUc 
debate. 
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The common pool of this collective 
wisdom mty easily be sorted into three or 
four main strands, such as, (i) the advisabili¬ 
ty or otherwise of all-in unity stretching 
from the far right to the parliamentary left, 
or more pmcitely from the BJP to the CPI 
and the CPI(M), (ii) the credibility of the 
proposed opposition as a stable alternative 
to the Congressfl), (iii) the choice of the 
main focus of the opposition campaign as 
between the corruption of the ruling coterie 
and a populist promise of fulfillirtg the social 
and economic aspirations of the masses, or 
a judicious combination of the two, and so 
on. The communists often bring in an inter- 
rutional dimension, mlmely, the question of 
ensuring the continuity of the pursued 
foreign policy which is, somewhat paraaox- 
ically, characterised as both ‘anti- im- 
peri^ist’ and ‘non-aligned’ at the same time 

Few would quarrel with any of these con¬ 
cerns in the ongoing debates as they do in¬ 
deed reflect some vital areas of the Indian 
polity. But even in the aggregate they are 
somewhat inadequate to help the thoughtful 
segments of the Indian population arrive at 
a correct judgment. This is so, because even 
collectively they miss the well known and the 
most crucial aspect of the present-day politi¬ 
cal reality in India, which is the lurking 
threat to the health and survival of the ex¬ 
isting political framework, that is, the multi¬ 
party, democratic, parliamentary system. If 
the points of the locus of the last four years 
of the Rgjiv Gandhi regime are plotted, then 
the political graph will reveal a sustained ad¬ 
vance towards what had been called ‘techno- 
fascism’ by an Australian scholar some years 
ago. 

Unless this reality is kept in the forefront 
by the opposition politicians, that is, those 
who ate opposed to any form of fascism, 
and projected by them very powerfully in 
their public utterances, they will surely fail 
in their true mission, that is, to win the mass 
sanction for an achievable, but less than the 
ideal, solution to the apparently insoluble 
crisis—that is the non-availability of a stable 
and desirable alternative to the Congress(l) 
regime which seems to be fast losing its 
legitimacy. 

ENVIRONMENT 

Threat to Water 
Resources 

PISCIPHOBIA has gripped West Bengal 
and the north-east Indian states following 
reports of deaths from fish-ptrisoning in 
many parts of the area. This is a warning 
signal of the rapid pollution of our inland 
fisheries—once considered among the 
richest in the world—by the dumping of 
sewage, industrial effluents, oil spUls, fer¬ 
tiliser and pesticide run-oKs, among other 
rubbish. 

No river in India today seems to be safe 
fbr fish. Some l^OOinduatries situated along 


tile Oanga release untreated effluents into 
the river. In April 1984, thousands of fish 
perished in the effluent-choked Oomti river 
near Lucknow. In Wat Bengal in particular, 
quite sometime agOb environment^ activistt 
warned against the increasing pollution of 
the river Hooghly by the tiiin film of chemi¬ 
cals and oil that float on its water, iwrtly 
from the Calcutta docks and partly fnm the 
industrial complex along the river. The 
ordinary consumen are today paying with 
their lives for the apathy of a callous 
administration. 

The threat to pisciculture from river pollu¬ 
tion has been compounded by the introduc¬ 
tion of high cost technology. The experience 
of Kerala and Karnataka fisheries provides 
evidence of over-fishing and resource dq>le- 
tion as a result of modem fishing technology 
like shrimp-trawling and purse-seining. In¬ 
appropriate technology damages the aquatic 
ecosystem and adversely affects fish produc¬ 
tion in coastal seas, estuaries and rivers. In 
Kerala, the aggregate fish catch has declined 
from 40 per cent of the national production 
to 19 per cent—and this in spite of massive 
investment in the mechanised sector. In fact, 
the marginal increase in catch attained by 
the mechanised sector has been at the cost 
of 50 per cent decrease in the artisanal sec¬ 
tor. It is estimated that about one million 
fishing folk have been reduced to poverty 
and destitution. 

It is heartening therefore to find the 
National Fishermen’s Forum organising a 
month-long march to draw the attention of 
both the people and the administration to 
the growing threat to the country’s water 
resources. The Kanyakumari March, as it 
will be called, will be divided into two 
sections—one starting from Maharashtra 
and another from West Bengal on April 2— 
which will converge at Kanyakumari on 
May 1. The forum which is a national con¬ 
federation of fishworkers, trade unions in the 
country seeks to launch a mass-contact pro¬ 
gramme along the eastern and western 
coastal belts through the march. 

The initiative of the forum once again 
highlights the apathy of the political parties 
which have failed to take up the increasing 
envirorunental problems that, no less than 
economic exploitation and bureaucratic 
authoritarianism, threaten the lives of the 
common citizens. Whether it is the Con- 
gressfl), or the various opposition parties 
(including the Left) which are in power in 
the sutes, none can claim a clean record in 
fighting the threats to the ecosystem that are 
indirectly caused by economic planning and 
conunercigl profiteering. It is finally left to 
enterprising local social activists to address 
the crucial issues of survival like the Chipko 
movement in UP, the Save the Wntem Chats 
march, the stru^e of tribal groups to pro¬ 
tect forests, the anti-nudear power plant 
campaign in Karnataka and Ihmil Nadu, 
and the fishermen’s struggle to protect the 
rivers. 


TWENTY YEARS AGO 

EPIV, Annual Number, January 1969 

While the contours of the new Fourth 
Plan are still uncertain, there is evidence 
in plenty of a general revival in the 
economy. The food situation is on the 
whole relatively easy and prices are fairly 
suble. Prosperous farmers are geared to 
fresh commercial opportunities. Indust¬ 
rial production has picked up, wagon 
loadings have distinctly improved, and 
even machine-tools have started moving. 
The trade gap has distinctly narrowed 
Banks are flush with liquidity and the 
capital market is no longer sluggish. Bar¬ 
ring sporadic outbursts, industrial labour 
is cowed down with fear of unemploy¬ 
ment and reduced earnings. Almost every 
large well-managed company is poised 
for further expansion. G D Birla, whose 
vision of business prospects is never to 
be underestimated, has predicted a boom 
for the private sector. The country re¬ 
quires much more than this. General 
economic revival has not, yet, put the 
economy hack on the growth curve nor 
have the possibilities of maximum 
growth been seized. Sopte long-term 
growth of output, even of investment, 
could be achieved without any of the 
conscious organised effort that planning 
represents and, for that matter, without 
any essay in formulating a national 
policy for growth. The bulk of private in¬ 
vestment since 1950 and the greater part 
of the return on it followed the grant of 
protection in various forms against ex¬ 
ternal competition, and the generation of 
internal purchasing power for consumer 
goods through budgetary deficits... If 
this—and relaxation (however justified) 
of controls on private business activity— 
is all that the new realism constitutes, 
there is not much hope of a massive push 
to growth as distinct from climbing out 
of the troughs of despondency, 
w ★ * 

More than half the non-Congress 
governments formed after the fourth 
general election were swept away almost 
within a year. But by showing up, for the 
first time on such a scale, the fallibility 
of Congress, the election did revive faith 
in the electoral process as capable of 
ushering in far-reaching political 
change—faith which the earlier monoto¬ 
nous run of Congress successes had erod¬ 
ed. Much is expected of the mid-term 
elections next month in Bihar, Punjab, 
UP and West Bengal, which states ac¬ 
count for well over a third of the coun- ^ 
try's population. Will a suble alternative 
to Congress be revealed at last? Will this , 
sute or that move to the right or the left? 
Yet is not all this excitement more than , 
a little misplaced? Can talk of alternative 
to Congress b^ taken seriously when 
there is so little to genuinely differentiate ! 
most of the parties from one anotha? 
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STATISTICS 


Variation (per cent) 


Index >uinber» of Wholesale Prices 


Latest 

()ver 

Over 

Over 





(1970-71 - 100) 

Weight 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(17-12-88) 

Month 

Year 

26, 1988 

87-88 

86-87 

85-86 

84-85 

All Commodities 

1000 

434.4 

-0.6 

■+ 6.1 

+ 3.8 

10.6 

5.3 

5.7 

7.1 

Primary Articles 

417 

417.7 

-0.5 

+ 7.6 

+ 6.3 

13.2 

5,2 

2.0 

4.8 

Food Articles 

298 

418.6 

-0.9 

+ 13.3 

+ 10.5 

II.O 

6.6 

6.8 

6.4 

Non-food Articles 

106 

375.6 

-tO.8 

- 6.5 

- 4.5 

22.9 

6.4 

-10.2 

-2.3 

Fuel, Power. Light and Lubricants 

85 

678.8 

-1-1.1 

+ 1.0 

+ 1.9 

6.4 

6.8 

11.9 

2.6 

Manufactured Products 

499 

407.0 

-1.2 

+ 4.9 

+ 2.3 

9.8 

4.9 

7.2 

6.0 






Variation (per 

cent) 



Cost of Living; Index 


Latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1988 

87-88 

86-87 

85-86 

84-85 

For Industrial Workers I960 ~ 100 

823'“ 

+ 2.1 

+ 9.7 

+ 9.3 

9.1 

8.8 

6.5 

6.4 

For Urban Non-Manual Employees 1984-85 = 100 

138'“ 

+ 1.5 

+ 7.8 

+ 7.0 

9.6 

7.9 

7.9 

8.1 

For Agricultural Labourers July 60 to 

724'“ 

+ 2.0 

+ 10.9 

+ 10.0 

9.8 

4.8 

4.8 

0.2 

June 61 = 100 














Variation (per cent in brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



( 16 - 12 - 1988 ) 

Month 

Year 

25. 1988 

87-88"' ' 

86-87 

85-86 

84-85 

Money Supply (M,) 

Rs crore 

1,82.374 

2,543 

24,754 

19.714 

20,870 

21,627 

14,423 

16,058 




(1.4) 

(15.7) 

(12.1) 

(7.0) 

(18.3) 

(13.9) 

(18.7) 

Net Bank Credit to Government Sector 

Rs crore 

97,705 

1,146 

15,292 

13,5% 

12,652 

12,822 

6,555 

8,445 




(1.2) 

(18.6) 

(16.2) 





Bank Credit to Commercial Sector 

Rs crore 

1.15.984 

2.599 

15,643 

10,449 

10,079 

10,576 

10.963 

10,809 




(2.3) 

(15.6) 

(9.9) 





Net Foreign Exch Assets of Banking Sector 

Rs crore 

5,631 

22 

909 

170 

673 

1,251 

13 

1,419 




(0.4) 

(19.3) 

(3.1) 





Deposits of Scheduled Commercial Banks 

Rs crore 

1.33,794' 

2,358 

18.780 

15,749 

14,850 

16,723 

13,160 

11,519 




(1.8) 

06.3) 

(13.3) 

(14.5) 

(19.6) 

(18.2) 

(19,0) 

Foreign Exchange Assets** 

Rs crore 

6,280 

-35 

■ 487 

-858 

-507 

604 

197 

1,319 







(-6,6) 

(0.8) 

(24.0) 

(28.9) 

index Nuntbera of Industrial 

Weights 

Latest 








Production 


Month 

Averages for* 


Variation (per cent) 


(1980-81 - 100) 


(August) 



In 


In 

In 

In 



1988 

1988-89 

1987-88 1986-87 1985-86 i 

1984-85 

1983-84 

General Index 

100.0 

172.7 

173.7 

157.8 

8.9 


8.7 

8.6 

6.7 

Basic Industries 

39.4 




9.4 


6,8 

11.1 

6.0 

Capital Goods Industries 

16.4 




18.2 

10.6 

3.0 

11.7 

Intermediate Goods Industries 

20.5 




4.3 


7.5 

9.7 

9.8 

Consumer Goods Industries 

23.6 




5.3 

12.5 

7.2 

1.6 

Durable Goods 

2.6 




19.5 

18.7 

21.6 

16.1 

Non-Durable Goods 

21.0 




2.6 

11.5 

5.1 

-0.4 

Note: The index numbers of industrial production by use-based classification arc not available beyond March 1987 



Foreign IVade 

Unit 

Latest 

Cumulative for* 








Month 










(Aug 88) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Exports 

Rs crore 

1.467 

7,313 

6,125 

15,719 

12,569 

10,895 

11,744 

9,771 






(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(11.0) 

Imports 

Rs crore 

2,289 

10,797 

8,544 

22,343 

20,201 

19,658 

17,134 

15,831 






(10.6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance of IVade 

Rs crore 

-822 

-3,484 

-2,419 

-6.624 

- 7,632 

- 8.763 

-5,390 

-6,060 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month 










(June 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Live Registers 

Thousand 

29,412 

29,412 

30,524 

30,247 

30,131 

26,270 

24,861 

23,034 

(as at end of period) 





(0.4) 

(14.7) 

(6.0) 

(7.9) 

(16.6) 

Number of Registrations 

Thousand 

628 

2,654 

2,717 

5,465 

5,473 

5,824 

6,220 

6,756 




(-0.2) 

(- 6.0) 

(-0.2) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

Number of Vacancies Notified 

Thousand 

50 

292 

301 

621 

616 

683 

707 

827 




(0.8) 

(-10.0) 

(0.8) 

(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

Number of Placements 

Thousand 

28 

179 

161 

360 

356 

388 

407 

486 




(1.1) 

C-8.2) 

(1.1) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

Income 

Unit 

1986-87 ■ ■ 

1985-86** 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80“ 

G-o$s Domestic Product (current prices) 

Rs crore 

2,60,584 

2,33,305 

1,90,888 

1,72,704 

1,45,961 

1,30,770 

1,22,226 

95,358 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,62,326 

1,56,083 

61,838 

59,541 

55,068 

53.470 

1,22,226 

47,191 

Per Capita Income (1980-81 prices) 

Rupees 

2,975 

2,721 

1,791 

1,781 

1,687 

1,686 

1,627 

664 


* For current year upto latest month for which data are available and for corresponding period of last year. 
ilifa cluding gold and SDRs. + Upto' latest month for which data are available. 

^HB|||pnal data. & At 197CC-71 prices. 

^Bafi^script numeral denotes month to which figure relates, e g. superscript' indicates that the figure is for January and so on. 
(27’Rgures in brackets denote percentage variation over previous period. 
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COMPANIES 


OEC 

Pressure on Margins 

GENERAL ELECTRIC COMPANY OF 
INDIA (GEC) wants to disinvest a part 
of its 33 per cent shareholding in Gcneiec. 
The company’s application for a ‘no ob¬ 
jection’ on two occasions to the Depart¬ 
ment of Company Affairs has not been 
granted. The directors are exploring all 
possible avenues and hope that ultimately 
the company would succeed in its en¬ 
deavour to disinvest. 

The transformer division registered an 
increase of about 20 per cent in the value 
of its sales. The switchgear division has 
shown an improved sales performance. 
There was a pressure on margins because 
of an increase in customs duty, an un¬ 
precedented upward variation in the 
Rupee/Pound exchange rate, and the 
depression in the mining sector. The 
motor division increased its sales, especially 
to industrial customers. However, because 
of increases in the administered price of 
raw material inputs such as copper, 
aluminium, pig iron and steel com¬ 
ponents, margins were eroded. The air 
control division recorded a turnover 
growth of 20 per cent despite some delay 


in introducing axial flow and centrifugal 
fans of new designs in collaboration with 
Woods, a GEC company in the UK. This 
product line offers a major growth poten¬ 
tial for the division. The furnaces business 
faced an increase in the number of com¬ 
petitors, particularly for smaller furnaces. 
This put a new pressure on margins. 

TXvo project applications have been 
made under the government's recently 
introduced Technology Upgradation 
Scheme. The first project is for the 
manufacture of the state-of-the-art design 
range of Unipak motors with Vacuum 
pressure impregnation insulation. The 
other project is for the manufacture of 
vacuum interrupters which represents a 
further advance for the company in the 
field of vacuum technology in switchgear. 
In addition, the company has embarked 
upon a three-year programme to moder¬ 
nise it.s manufacturing facilities by the ac¬ 
quisition of new plant and machinery. 

FACOR 

Higher Dividend 

FERRO ALLOYS CORPORATION 
(FACOR) has come out with improved 
working results for 1987-88. The directors 


Tht* Week's Companies (Rs Lakh) 



_(itC 



Modi 

\el OS 


I aicsi Yc.ir 1 

asl Year 

1 aiesi Year 

Last Year 

tallest Year 

1 asl Y'eai 


1|..taH 

.ll-t-S? 

.30-6-88 

30-6-81 

30-4 88 

30 4 81 

Paid-up Capital 

720 

720 

5S2 

552 

1747 

1747 

Reserves 

1891 

1694 

1971 

1878 

17 


Borrowings 

14(K) 

1227 

4481 

4689 

3706 

3857 

of which Term Borrowings 

_. 

- 

1127 

11.39 

1976 

2419 

Gross, fixed assets 

1681 

1588 

8817 

7822 

3529 

3363 

Net fixed assets 

729 

761 

4898 

4698 

2787 

2997 

Investments 

8 

7 

57 

57 

3 

- 

Current liabilities 

4637 

.3778 

5203 

3743 

1652 

1.508 

Current assets 

7847 

6615 

7253 

6107 

4084 

2936 

Stocks 

2930 

2691 

45.34 

3841 

1892 

1.365 

Book debts 

3.‘!85 

2861 

1582 

I486 

1205 

9.33 

Net sales 

10683 

9309 

16115 

14884 

7283 

5849 

Other income 

264 

240 

127 

47 

260 

151 

Raw material costs 

639.S 

5452 

6270 

5783 

3122 

2693 

Wages 

1775 

1538 

1156 

1044 

557 

438 

Interest 

259 

253 

695 

645 

573 

503 

Gross profit (-l- )/loss (-) 

617 

499 

815 

788 

939 

442 

Depreciation provision 

126 

132 

606 

700 

432 

297 

Tkx Provision 

207 

193 

33 

14 

— 

— 

Netsprofit (-i- )/loss(-- ) 

284 

174 

r6 

74 

507 

145 

Investment allowance reserve 

— 

— 

~ 

— 

— 

— 

Transfer to reserves 

Dividend 

198 

102 

93 

45 

17 

— 

Amount P 

— 

— 

— 

0.85 

- 

■ - 

E 

86 

72 

8.3 

28 

— 

— 

Rate (per cent) P 

H 

— 

— 

— 

9 5 



12 

10 

15 

5 

— 

— 

Cover (times) 

3.30 

2.41 

2.12 

2.64 

— 

- 

Ratjos (per cent) 

Gross profit/sales 

5.77 

5.36 

5.06 

5.29 

12.89 

7.55 

Net profit/capital employed 

10.88 

7.20 

6 97 

3.04 

28.74 

8..30 

Inventories/sales 

27.42 

28 91 

28.14 

25.80 

25.98 

23.34 

Wages/sales 

16.61 

16,52 

7.17 

7.01 

7.64 

7.49 


have .stepped up dividend from 5 per cent 
to 15 per cent. The company has earned 
a gross profit of Rs 8.15 crore against 
Rs 7.88 crore in the previous year follow¬ 
ing a turnover of Rs 161.15 crore against 
Rs 148.84 crore. These figures, however, 
show aecline in profit margins. Net pro- 
fii, i..>wever, is considerably higher at 
Rs 1.76 crore (Rs 0.74 crore). The recom¬ 
mended enhanced dividend is covered 2.12 
times by earnings as against 2.64 times 
previously. 

The company had to drastically curtail 
tne production of ferro manganese, silico 
manganese and ferro silicon owing to 
heavy reduction in supply of power 
specially in AP. The steel division 
registered a substantial increase in produc¬ 
tion and sale of rolled products. With the 
commissioning of bloom casting machine 
and the introduction of snorkel casting 
practice, quality of stainless and alloy steel 
has further improved. In spite of increas¬ 
ing prices of ferro nickel and of imported 
scrap, the overall working of the steel 
division during the year was quite satisfac¬ 
tory. There has been all round improve¬ 
ment in the working of the charge chrome 
plant. Production was higher by 10 per 
cent over that of the previous year, which 
was mainly due to efficient operation of 
the metallic recovery plant, the briquet¬ 
ting plant and the drier. There has also 
been an appreciable increase in the 
demand and prices of charge chrome in 
the world market. Although the quantity 
exported was lower, the realisations were 
higher as compared to the previous year. 

To ensure adequate power supply, so 
vital for the company’s production and 
profitability, the directors have decided tp 
install three DG sets of 10 MW each. The 
total cost of the power plant is estimated 
at about Rs 33 crore. About 90 per cent 
of the cost of the project will be provided 
oy financial institutions led by ICICI. The 
installation and commissioning of the 
power plant is expected to be completed 
by the end ot the next year. 


MODI XEROX 

Enhanced Market Share 

MODI XEROX has shown excellent 
results for 1987-88. The company has 
earned a gross profit of Rs 9.39 crore 
against Rs 4.42 crore in 1986-87 on an 
overall revenue of Rs 72.83 crore against 
Rs 58.49 crore in the previous year. Net 
profit was Rs 5.07 crore in 1987-88 against 
Rs 1.45 crore in 1986-87. This has enabled 
it to wipe out brought forward losses com- 
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pletely. At Rs 16.77 erore, export !.ales 
formed 21 per cent ol total turnover. The 
company isvued 49.92 lakh equity shares 
of Rs 10 each at par on ‘rights’ basis. 

The company has gained business from 
competitors. Its market share has touched 
an all-time high of 40 per cent—going up 
to as much as 50 per cent in parts of north 
India. The company's market share is now 
equal to that of its four largest com¬ 
petitors put together. At the end of 
1987-88, it had well over 10,000 machines 
in the field with a copy volume of over 
800 million. The company has a fully- 
integrated plant, complete with in-house 
manufacture of toner, developer and 
photoreceptors. It has stepped up produc¬ 
tion of toner, developer and photorecep¬ 
tors to keep pace with market demand. 

The company launched two upgraded 
versions of its popular 1025 series—the 
1025 Zoom and 2U)om SADH. The Zoom 
has further strengthened the company’s 
position vis-a-vis the competition, not 
only in terms of range, but also in features 
and pricing. The product has been well 
received in the market, as it gives 
customers the additional advantage of 
Zoom reduction and enlargement over a 
wide range. 

The company has planned a 20 per cent 
growth in volume placements through in¬ 
creased market coverage. The company is 
now diversifying into other copier-related 
fields like facsimiles and engineering plan 
printers used by architects and engineers. 
It is also exploring the possibility of 
exporting photoreceptors to Zerox, USA. 

DEEPAK FERTILISERS 

‘Safety Net' for Investors 

THE public issue of Deepak Fertilisers 
and Petrochemicals Corporation (DFPCL) 
will have a unique ‘safety net scheme’ 
offered by the three managers to the issue, 
namely, SBl Capital Markets, Canbank 
Financial Services and JM Financial and 
Investment Consultancy Services. The 14 
per cent convertible debentures of DFPCL 
will have three parts—Part A of Rs 20, 
Part B of Rs 30 and Part C of Rs 50 to 
which a warrant will be attached. Part A 
and Part B will be compulsorily converted 
into one equity share each within three 
months and 15 months respectively from 
the date when the debentures are fully 
paid-up. Under the ‘safety net scheme’ the 
three institutions will buy back at par, 
Part C of the debentures along with the 
warrant, subject to a nominal service 
charge of ?.S per cent, from the original 
allottees tjf ,the debentures holding 400 
debenture or less. This scheme will be 
open for a period of two years commen- 
cijif Mni Januaiy I, 1990. Since Rs 50 


of the call money on each debenture is 
payable in October 1989 this investment 
of Rs 50 can be immediately recovered 
within two months under the ‘safety net 
scheme’. This scheme will ensure that in¬ 
vestors who are interested in disposing 
Part C of the debentures do not incur any 
loss on the same. The two-year period 
during which the scheme is open will also 
offer considerable flexibility to the 
investors since the investors may decide to 


IN THE CAPITAL MARKET 


Bihar Sponge Iron 

BIHAR SPONGE IRON is offering 
Rs 16.65 crore worth of equity sjtares of 
Rs 10 each for cash at par to the ‘public’. 
Out of thi.s, Rs 0.65 crore worth of equity 
shares arc reserved for firm allotment to 
SBl Capital Markets, Rs 5.8.3 croie worth 
of equity shares are reserved for allot¬ 
ment on a preferential basis to NRIs and 
Rs 2.0 crore worth of equity shares are 
reserved for allotment on a preferential 
basis to ‘employees’ of the company and 
promotor companies, 1 he remaining 
Rs 8.17 crore worth of equity shares are 
being offered to the public. 

The total equity capital is Rs 40 crore, 
out of which Rs 6.76 crore, Rs 6.42 crore 
and R.s 9.22 crore are reserved for firm 
allotment to the promotors—Bihar State 
Industrial Development Corporation, 
Modis and Lurgi/DEG respectively. The 
International Finance Corporation has 
been allotted Rs 0,95 crore worth of 
equity shares. 

The company is .setting up a 1.50 lakh 
tpa sponge iron plant at Chandil in 
Singhbhum district of Bihar. The plant 
will employ Lurgi’s SI./RN direct reduc¬ 
tion process. The technical collaboration 
with Lurgi includes technical know-how, 
process technology, basic engineering, 
supervision of erection and commission¬ 
ing of the plant and performance 
guarantees. The cost of the know-how is 
Rs 8.57 crore. Detailed engineering, 
inspection, expediting and construction 
supervision services are being rendered 
by Humphreys and Glasgow Consul¬ 
tants. The import content of plant and 
machinery, excluding erection and super¬ 
vision charges, is 69 per cent. The com¬ 
pany expects to commence commercial 
production by the end of March. 

Besides the equity capital of Rs 40 
crore, the company has arranged for 
foreign currency (DM) term loans of 
Rs 24.65 crore from IFC, DEG and 
ICICI, and rupee term loans of Rs 47.35 
crore from the financial institutions and 
banks. The total cost of the project is 
estimated at Rs 112 rrore. 

2.5 million tpa of ferrous scrap is 
presently imported as a raw material for 
the mini-steel industry. Sponge iron can 


opt for the scheme any time during this 
period if it is beneficial to them. The uni¬ 
que nature of this scheme is that, unlike 
in the pa.st, no limit has been fixed for the 
aggregate amount covered under the 
scheme. Since the investor can get back 
50 per cent of his investment under this 
scheme, the company expects that the 
scheme will encourage investors to apply 
for its debentures which open for 
subscription on January 9. 


partly replace ferrous scrap and hence the 
management expects a ready market 

The issue opens on January 28 for 
NRIs and on January 30 for the Indian 
public. 

Maxxon India 

MAXXON INDIA, promoted by the 
Ranbaxy group and Punjab State In¬ 
dustrial Development Corporation 
(PSIDC). is entering the capital market 
with an issue of 14,50,000 12.5 per cent 
secured convertible debentures of Rs KX) 
each for cash at par. The issue also 
includes 45,27,430 equity shares of Rs 10 
each tor cash at par which are reserved 
for allotment to the promotors, 51 per 
cent of which goes to PSIDC. Out of the 
debentures valued at Rs 1,430 lakh, 
R.s 72.5 lakh are reserved for allotment 
on a preferential basis to ‘employees’ of 
the company and promotor companies 
of the Ranbaxy group, Rs 290 lakh are 
reserved for allotment on a preferential 
basis to existing shareholders of the lat¬ 
ter and the remaining debentures valued 
at Rs 1,087.5 lakh are offered for sub¬ 
scription to the public. 

The company is setting up a plant to 
manufacture 2,000 tpa of biaxiatly 
oriented polypropylene (BOPP) film 
used in packaging. The main extrusion 
line for the plant is being supplied 
by Bruckner Maschinenbau of West 
Germany. The slitting equipment is being 
supplied by Atlas Converting Equipment 
and Titan Converting Equipment, both 
of UK. These foreign firms will also pro¬ 
vide the technical services. The foreign 
exchange cost of the project, Rs 788.30 
lakh is to be incurred mainly on capital 
equipment and technical services. The 
major raw material is polypropylene resin 
which is produced by IPCL. Imports are 
allowed on OGL 

Besides the equity capital of Rs 452.75 
lakh and public issue of Rs 1,450 lakh 
worth of debentures, term loans from the 
financial institutions and banks' will 
finance Rs 577.25 lakh of the total 
estimated project cost of Rs 2,480 lakh. 
Tri4 runs of the plant are expected to 
begin in mid-1989. 

The issue opens on January 27. 


Economic and Political Weekly January 7, 19 



Calcutta Diary 

A M 


The Representation of the People (Amendment) Bill breaks fresh 
ground; its purpose is to universalise hypocrisy. You do not 
necessarily have to believe in socialism, but you have to swear you 
are a socialist if you want a part of the fun and games which 
constitute the country's parliamentary democracy. Swearing has 
nothing to do with actual belief, or what you practise. 


SOME years ago they tried to amend it, 
but had second thoughts. Therefore, in 
case you want to join the Indian National 
Congress, you still have to take a pledge 
to the effect that you are a habitual wearer 
of khadi and spurn alcoholic drinks This 
was hypocrisy even during Mahatma 
Gandhi’s time. Now, of course, it is a huge 
joke; some of the nation’s most celebrated 
drunkards, along with some of its most 
eminent sartorial snobs, belong to the 
Congress. A political party is however 
much like a private club. If it wants to 
flaunt hypocrisy as a badge of honour, 
that is its own affair, there is little out¬ 
siders can do. They can deride it, or poke 
fun at it. But till as long as a social 
transformation does not liquidate private 
clubs along with their exclusiveness, 
hypocrites will remain hypocrites. 

And there is the alternative point of 
view, animals of a certain genre should be 
left to their own antics: as long as they 
keep to their own arena, th^ will be in¬ 
capable of creating problems for others. 
The hypothesis does not hold where 
political parties are involved. A political 
party, true, is a private club, it can 
nonetheless assume the governance of a 
country, as the Indian National Congress 
has come to assume. Its hypocrisy then 
turns into a matter of national concern. 
For the nation is then made a part of the 
hypocrisy. During her Emergency, Indira 
Gandhi, ever a determined woman and 
even more determined in her dissembling, 
pushed down the throat of a petrified 
parliament the fortysecond amendment to 
the constitution, which, inter alia, 
rendered us into a socialist republic. The 
manner she was then going around, a ge¬ 
nuine doubt could have been entertained 
whether we were even a republic. She 
chose to compound the hypocrisy: we 
were formally stamped with’the im¬ 
primatur of socialism too. The formalism 
of being a socialist republic continues. It 
is some socialism, as many as 30 per cent 
of the agrarian community suffer the 
pangs of landlessness, while the top 10 per 
cent own 70 per cent of the total arable 
land. It is some socialist republic, where 
at least 40 per cent of the national popula¬ 
tion,, that is, as many as three hundred 
million people, going by the evidence of 
official data, lack the wherewithal for a 
bate meal every day, while perhaps twenty 


thousand households in the nation’s 
capital maintain a daily expenditure of 
twenty thousand rupees or more. There is 
no patent on the contents of a dictionary. 
Had it occurred to him, Kublai 4Chan 
could have described himself as a socialist. 
Or Ivan the Terrible. Or any of the Aga 
Khans. With them, it would not have been 
an aspect of dissembling, but an urge for 
abstract expressionism, words being 
rendered into non-entities. 

It was a different matter with Indira 
Gandhi. She knew what she was doing. 
It was hypocrisy for hypocrisy’s sake. She 
was experimenting with a variant of 
medieval authoritarianism, she got a 
bizarre pleasure in calling it by a contrary 
name. To the core an imperious lady, that 
was her way of showing contempt for the 
rabble around her; since they dared to 
criticise her Emergency, she would outrage 
them further, and describe the hell she and 
her offspring were bent on creating as a 
socialist arcadia. 

Now the other offspring has proceeded 
further. Perhaps there is, on his part, 
a misconception. The constitutional 
amendment Indira Gandhi insisted upon, 
thereby declaring India to be a socialist 
republic, was for her a political ploy; it 
was an instance of her sardonic humour 
at work. She for a moment did not believe 
that the declaration was going to enable 
her to entrap more adherents and ad¬ 
mirers; she merely wanted once more to 
.scandalise her adversaries, and make them 
madder at her. 

The son, who is the present prime 
minister, has not betrayed a sense of 
humour of any kind in the course of his 
perambulations. He has taken at face 
value the mother’s joke, and chosen, 
faithfully, to expand upon it. Since India 
is stated to be a socialist republic, any 
political party wanting to participate in 
the country’s electoral proces.s, he reasons, 
must declare itself to be a believer in 
socialism irrespective of whether the 
declaration represents reality. That, in 
sum, is the message of the latest Represen¬ 
tation of the Peoples (Amendment) Bill: 
unless you declare yourself to be a 
socialist, you can have no part of the fun 
and games which constitute India’s 
parliamentary democracy. The aftermath 
of the amendment is indeed going to be 
fantastic. Metaphysics could not possibly 


mch any higher plateau: you do not 
necessarily, have to believe in socialism, 
but you have to swear you believe in 
socialism. Swearing has nothing to do 
with actual belief, or what you practise. 

Prometheus will now be unbound. You 
have to swear by socialism, otherwise you 
will not be able to be elected to parlia¬ 
ment, or, for that matter, as prime 
minister of India. You might have sworn 
by socialism, but that need not stop you 
from being an ardent fan of either Ronald 
Reagan or Margaret Thatcher, or from 
running down the nation’s public sector 
day in and day out, or from extolling the 
virtues of economic liberalisation a la 
Nani PnJkliivala. You might have sworn 
by socialism, but that is no bar to your 
innovating such breathtaking philosophy 
as that, in the aftermath of a natural 
calamity, the afflicted rich are to be 
accorded relief at a higher scale than the 
afflicted poor, and this even when the 
poor have suffered more, for, after all, the 
rich are accustomed to a higher standard 
of living. You might have sworn by 
socialism, so what, that should not stand 
in the way of your asserting that swim¬ 
ming pools are a basic necessity of life for 
any ordinary Indian. 

There is more to the amendment than 
light entertainment of this nature though. 
Hitherto, hypocrisy was considered to be 
the ruling party’s private affair. The 
Representation of the People (Amend¬ 
ment) Bill breaks fresh ground; its pur¬ 
pose is to universalise hypocrisy. Since few, 
very few citizens would like to shut 
themselves off from participating in the 
country’s democracy, few, very few would 
dare to declare that, honestly, they do not 
believe in socialism. Spare a thought for 
poor Minocher Rustom Masani; even the 
handful of his devotees, were they to 
aspire for election to the Maharashtra 
legislative assembly from Juhu or 
Malabar Hill, must henceforth have to 
take an oath that they are the staunchest 
defenders of socialism. 

The amendment will make hypocrites 
of the entire nation, and the world will 
come to know all about it. This has the 
potential of causing some embarrassment, 
but the son could claim that he has merely 
stretched to its logical culmination an idea 
which originated with the mother. He has 
crossed the t’s and dotted the i’s of the 
mother’s hypocrisy, and in the process laid 
bare its absurdity. Coming from the son, 
the son for whom she had crafted, so 
carefully, the succession, this was the 
unkinde.st of cuts. But, then, this is how 
history takes revenge against those 
interfering with its course. 

At a more mundane level, the confusion 
promises to continue. Criminals and non- 
sotialists, the amendment to the Represen¬ 
tation of the People Act asserts, cannot 
contest the nation’s democratic election^. 
Does or does not this interdict clash with 
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the provisions of Article 19, which, pro¬ 
mises freedom of speech and expression, 
and, therefore, necessarily, of ideas? Legal 
experts will argue it out, and interpret 
what is o; is not a reasonable restriction 
on the tight to freedom of ideas. Mean¬ 
while, there is little reason however to 
skimp on celebrations. It should be good 
for the nation’s soul if the hypocrisies, on 
which it has been made to subsist, are 
gradually shown, one after another, in 
their true light. Official scriptwriters have 
traversed the ultimate frontiers of banality 
to stress the deep spiritualism which 
informs the persona of an average Indian; 
the grotesqueness of the claim is exposed 
by the manner the government of the 
country begs every day for morsels of 
external aid from all and sundry; the 
hollowness of the claim is also evidenced 
in the shopping marts of foreign lands, 
where our compatriots buy up regularly 
and indiscriminately whatever goods their 
eyes fancy, never mind how they arrange 
for the requisite foreign currency. Since we 
produced Gautama Buddha, and, more 
recently, .Mohandas Karamchand Gandhi, 
the constituents of this nation are 
assumed to be apostles of non-violence; 
it is the stuff of magnificent hypocrisy, 
given our record of ceaseless communal 
violence, the daily fare of grim happen¬ 
ings in Punjab, and, should not one add, 
the performance of our ‘peace-keeping’ 
force in Sri Lanka over the past eighteen 
months. The Representation of the 
People (Amendment) Bill contributes to 
the mythology and demolishes it at the 
same time, so why not render unto Qaesar 
what belongs to Caesar, and compliment 
the bill for its forthrightness? 

Occasion for a little digression. When 
the draft of the country’s first five-year 
plan was ready, an excited Jawaharlal 
Nehru as.sembled his entire cabinet and 
insi.sted that they lend their ears even as 
the cabinet secretary read out its most im¬ 
portant paragraphs and chapters. A little, 
local difficulty arose when the secretary 
began negotiating the chapter on food 
and agriculture. Somewhere a sentence 
was tucked in to the effect that in order 
to increase foodgraiii production in the 
country by such and such a percentage, 
it would be necessary to have an invest¬ 
ment of this and this order. Rafi Ahmed 
Kidwai. the minister in charge of food and 
agriculture, was incensed: food, he in¬ 
sisted, was his portfolio, what, pray, had 
investment to do with food production? 
There was commotion all around; the 
minister for food and agriculture, there 
was genepili^onsensus round the table, 
had raise#’® profound point; it was 
.singular lack of manners on the part of 
the Planning Commission to link food 

S ';m with investment, and that too 
informing in the first place the 
in charge, linally, the home 
Kailash Nath Katju, proceeded 
to pacHy 5|he lood and agriculture 


minister: his esteemed colleague, he 
pleaded, must not take umbrage; in plan¬ 
ning, they have every now and then to 
state such mumbojumbo as that food pro¬ 
duction depended on investment, but, his 
colleague must believe him and them, no 
offence is intended, they do not mean 
anything. 


“EVERY ruler is harsh whose rule is new”, 
wrote Aeschylus, a very long time ago in 
Prometheus Bound. Rajiv Gandhi did not 
appear to be harsh when he began his rule 
of a large and seething democracy that he 
didn’t know quite well. He started with a 
crimson image that was sculpted by 
intellectuals who also happen to be image- 
makers. He began with what is the envy 
of ail prime ministers; a very firm seat of 
power. “To rule is not so much a question 
of heavy hand as the firm seat!’ Which 
seat could be firmer than one supported 
by 400 members of a parliament with a 
total membership of just over 500? To be 
more exact, the 1984 Lok Sabha poll gave 
Rajiv Gandhi’s Congress(I) 401 seats out 
of 508 to which elections were held. After 
the Lok Sabha election in Punjab and 
Assam, the prime minister’s majority rose 
to a dizzy 413. 

Now, he is no more a new ruler. He has 
just crossed the fourth year of his prime 
ministership and stepped into the final 
year of his term. Of course, when he faces 
the people again sometime this year for 
a fresh mandate, he will not be judged by 
his fourth year alone. “The art of govern¬ 
ment is a great metHf,' wrote Goethe, 
"requiring the whole man.” People will 
take into account the whole five years of 
the prime minister’s rule to give, or deny, 
him a second term. 

Looking back to 1988, the prime 
minister’s record is a puzzling mix of light 
and shades. He ended the year with shafts 
of light falling upon him from his two 
important journeys—to Beijing and 
Islamabad, ^th were friendship journeys. 
The effort was to lower, if not entirely 
break, the two walls that keep India 
bottled up in the barren rewardless region 


Apocrypha br no, the soul of India was 
never more significantly revealed. Indian 
hyperbole does not mean a thing. The 
Representation of the People (Amend¬ 
ment) Bill too does not, for are not we a 
nation of hypocrites, and do we not derive 
a near-masochistic pleasure in flaunting 
the hypocrisy? 


of South Asia and keep it from playing 
a mature role in global affairs. Power and 
statesmanship are as different from one 
another as is the eagle from the owl. 
Statesmanship requires power, but power’s 
use is subtle, mellow and wise, not brutish, 
abrasive and rude. In 1987, the interven¬ 
tion in Sri Lanka was an exercise of power 
gift-wrapped for the benefit of a par¬ 
ticular regime headed by a particular 
fading man, Junius R Jayewardene. The 
prompt intervention in Male, to protect a 
fragile regime from the threat of a coup 
by a couple of hundred mercenaries, was 
also an exercise of power, more clear in 
purpose and goal, less loaded with aspira¬ 
tions of influence. However, the quest of 
normal relations with China and the 
handsomely friendly meeting with prime 
minister Benazir Bhutto were both design¬ 
ed to normalise relations with neighbours 
long locked in hostile-to-un friendly rela¬ 
tions with India. Both visits brought win¬ 
some results, promising that a new begin¬ 
ning in India’s relations with China and 
Pakistan is eminently possible. 

That, of course, does not mean that a 
new beginning is assured, even less that 
it will be transformed into a process in the 
next few years. There is no way to peace 
unless peace itself isnnade the way. Pfeace 
and friendship is a daily, weekly, monthly 
process, not a one-time telegenic perfor¬ 
mance. Peace requires a gradual change 
of opinions and images, a steady erosion 
of all barriers, and continuous building 
of new structures. It requires hard work. 
A single-mindedness buttressed by an in¬ 
domitable will and dogged determination. 
It requires the whole man in the leader. 
A rare combination of these qualities 
makes Mikhail CJorbachev a leader of 
peace. 


CAPITALSCOPE 


The Fourth Year 

Bhabani Sen Gupta 


Indira Gandhi had started her prime ministership under the strong 
vigil of the ‘syndicate’, but in three years she broke away from it 
and launched her own party under her single-person leadership. 

By contrast, Rajiv Gandhi started at the peak of power, both of 
the.government and the party, but in the fourth year of his prime 
ministership he stood dwarfed at both levels. 


ij 
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,™That these are not qualities that dlstin- 
fuish Raji/ Gandhi has taken time to 
come to light. In 1985 he was seen as a 
man of action and resolution, a doer, a 
performer. In a land of relatively low per¬ 
formance, in a people that are satisfied 
with 60 per cent and seldom reach out for 
100 per cent, one can argue that Rajiv 
Gandhi's performance has not been bad. 
But that means putting him on par with, 
say, Vasant Dada Patil or Arjun Singh or 
Bagwat Jha Azad. In reality, he has an im¬ 
perial disdain for the pursuit of an objec¬ 
tive from its promise to its realisation 
within a time-frame that can make an im¬ 
pression on people’s minds that the prime 
minister is a doer, he gets things done. 

There is a phrase in the joint communi¬ 
que that was issued at the end of Rajiv 
Gandhi’s China visit which has received 
scant attention from analysts and com¬ 
mentators. Both governments, said the 
communique, would work hard to settle 
the border dispute without which, what¬ 
ever the effort, the relationship cannot be 
truly normalised. The Chinese can be ex¬ 
pected to do their part of the ‘hard work’; 
but who will do the Indian part? The joint 
border committee will be presided over, 
from the Indian side, by the same foreign 
secretary who led the Indian team to 
rounds and rounds of official-level talks, 
which now arc to be erased from the joint 
body’s memories. By what magic touch 
will a bureaucrat suddenly change his 
mind, his way of thinking, his personal 
convictions which were not exactly in 
favour of the prime minister’s visit to 
Beijing? 

For ‘hard work’, you need a mechanism 
and you need people. There is no mecha¬ 
nism anywhere in the Rajiv Gandhi ad¬ 
ministration (for that is what it is) where 
thinking-through, planning, alternative 
scanario building and other ingredients of 
policy-planning can be undertaken. The 
external affairs mini.stry’s policy-planning 
division was disbanded years ago; most 
major decision-making has been shifted 
to the prime minister’s office (PMO); the 
foreign office has been trashed and 
decision-making defused between officials 
located quite arbitrarily in ministries that 
have nothing to do with foreign affairs. 
A small number of highly charged men, 
overloaded with work, labour unhealthily 
long hours on an entirely ad hoc basis to 
provide the prime minister with the briefs 
he must have while dealing with' impor¬ 
tant foreign policy issues. The set-up is 
neither equipped for ‘hard work’ nor has 
an atmosphere congenial for it. 

In 1988, two contradictory aspects of 
Rajiv Gandhi’s leadership came into 
somewhat boider relief than in the two 
previous paler years. On the one hand, he 
gave evidence of political initiatives. TWo 
internal conflicts were resolved; the tribal 
insurgency in IHpura and the political im¬ 
passe created by the Gorkhaland demand. 
In 'Ihipura, the razor-thin Congress(I) 


victory in the election of 1987 made it 
possible for the prime minister to tame the 
tribal insurgency. The Gorkhaland trouble 
had to be settled more or less on the terms 
of the Left-Front government of West 
Bengal; the prime minister finally aban¬ 
doned the temptation to use the GNLF 
violence in Darjeeling against Jyoti Basu’s 
government. Whatever the political moti¬ 
vations—which are seldom quite altrui¬ 
stic—the resolution of the two violent 
conditions lightened the burden of con¬ 
flict borne by the Indian body politik. 

No such success could be counted in 
Punjab where the prime minister ordered 
the use of force to flush out a potential 
repetition of the 1984 situation in the 
Golden Temple in Amritsar. Operation 
Black Thunder in May was applauded by 
the nation, but took the Punjab crisis no 
nearer a settlement. On the other hand, 
the dissolution of the Punjab assembly 
merely meant prolongation of central rule. 
Rajiv Gandhi made two visits to Punjab, 
but could not persuade himself to speak 
words that might have mellowed Sikh 
militant hearts and helped heal the 
wounds that were inflicted on the>Sikh 
psyche after the assassination of Indira 
Gandhi. The release of 40 Jodhpur 
detenues was a welcome gesture, which, 
however, was offset by the passage 
through parliament of the 59th amend¬ 
ment to the constitution giving the 
government power to declare a state of 
emergency in Punjab. The prime minister 
promised panchayat election ‘soon’; he set 
up a cabinet committee under Narasimha 
Rao to begin political talks with the op¬ 
position leaders ‘soon’. But the year roil¬ 
ed out, with no sign of the panchayat poll 
or the dialogue with the opposition. 
Meanwhile, 2,000 people died in violence, 
1,500 at the hands of terrorists and 500 
in ‘encounters’. 

With the general election approaching, 
Rajiv Gandhi took some initiatives to gear 
up his party for the hustings. The AlCC 
rhet twice, in Madras at the beginning of 
the year and in New Delhi in the late 
autumn: the hollow cry of bekari milao 
was added to the old shallow cry of bekari 
hatao, and the prime minister stooped to 
the very brand of populism—free mid-day 
meals for school students and free saris 
for poor women—for which he had casti¬ 
gated opposition chief ministers for more 
than three years. He seemed to turn more 
often to his cabinet colleagues for crucial 
political counsel. He even took the bold 
decision to go it alone in Tamil Nadu, in 
a bid to capture power for his party after 
a long spell of 20 years. 

But, at the same tim;, his grip on the 
party became weaker. The beating that the 
party took in the ‘mini-election’ of 
June—seven Lok Sabha and eleven 
assembly by-elections spread over the 
Hindi belt—shook the bones of his leader¬ 
ship. He made the year’s second cabinet 
reshuffle (and the 26th in four years) after 
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the June electoral debacle, shifted 
Narayan Dutt Tiwari, his Finance minister, 
to Uttar Pradesh as chief minister and 
yielded the chief ministership of 
Maharashtra finally to Sharad Pawar after 
keeping him waiting for two years. Grand 
schemes were drawn up to mobilise the 
Congress(l) for the election; Rajiv Gandhi 
spent three days in his own constituency 
of Amethi in Uttar Pradesh, going down 
to the taluk level to talk to party func¬ 
tionaries; he wanted each state Congress 
committee to hold a party conference. 
However, what came to light, to the gasps 
of political observers, was that hundreds, 
nay thousands, of party offices had re¬ 
mained unfilled for years; that several 
states did not have fully manned state 
Congress(I) committees, while many of 
the district committees remained only on 
paper. Each Congress(I) chief minister in 
the sprawling Hindi belt was gheraoed by 
dissidents conspiring his downfall. In 
Bihar, the party stood split for all prac¬ 
tical purpo.ses. 

In his fourth year as prime minister, 
then, Rajiv Gandhi’s political leadership 
was visibly weaker than in the years 
before. This robbed his political achieve¬ 
ments of much of their shine; he was .seen 
on the whole as a man of indecision and 
drift, burning up a lot of energy he could 
not apply to specific purposes. One result 
of this weakness was clearly seen in the 
selection of party candidates for Ihmil 
Nadu; the local party boss O K Moopanar, 
rather than Rajiv Gandhi, was the decisive 
voice in the selection, and was given 
exclusive power to pick up candidates for 
15 seats! Moopanar was able to keep 
Chidambaram out of the assembly 
contests. 

Indeed, Rajiv Gandhi appeared to have 
withdrawn from the last-minute horse¬ 
trading that marked the choice of party 
candidates. The party’s parliamentary board 
met for several hours on December 24 
trying to accomrhodate the demands of 
MPs that their favourites be chosen for 
the assembly segments of their respective 
parliamentary constituencies. Reporters 
had been asked to turn up at 11.30 in the 
night for the final list. But the bargaining 
continued till the small hours of the night 
and the final list was worked out at a two- 
hour closed door meeting between 
Moopanar and Jagannath Pahadia, AlCC 
general-secretary in charge of Ikmil Nadu. 

If the Congre.ss(l) does well in Thmil 
Nadu, there is a fair po.ssibility that the 
local party bosses will get stronger in the 
calculus of party power. Thus, in restor,-. 
ing the Kamaraj image in Ihmil Nadu, the 
prime minister may be unwittingly restor¬ 
ing syndicate power in the Congre$s(l). 
The present and past chief ministers seem 
to have got the message; hence the inten- 
sific‘ation of the struggle for power in the 
Congress(I)-ruled Hindi belt. Rajiv 
Gandhi’s failure to recreate the Con- 
gre$s(I) party in his own image, or to 
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restore it to its long-suspended democratic 
traditions, is finally working against his 
supremacy in the party. The irony of the 
situation is its sharp contrast with Indira 
Gandhi. She had started her prime minis¬ 
tership under the strong vigil of the ‘syn¬ 
dicate’, of which indeed she was a crea¬ 
tion. But in three years she not only broke 
away from the ‘syndicate’ but launched 
her own party under her single-person 
leadership. Rajiv Gandhi started at the 


IN a real sense the role and functions of 
the intelligence services are even more sen¬ 
sitive than those of the defence forces. 
They do not fight their battles in the open 
unlike the armed forces but necessarily 
operate in the subterranean sphere. They 
function autonomously and become vir¬ 
tually independent of the elected govern¬ 
ment which they are supposed to serve. A 
stage is reached when the government 
becomes dependent on the intelligence 
services. In no country are the intelligence 
services exposed to greater publicity than 
in the United States. Yet they have been 
able doggedly to do just what they please 
for long at home and abroad. 

The CIA did not shrink from murder. 
The US Congress passed the Hughes- 
Ryan amendment to the Foreign Assi¬ 
stance Act in 1974 which required the 
president to approve all covert actions and 
report them to the appropriate Congres¬ 
sional Committee. In 1976 the Clark 
Amendment forbade covert action in 
Angola. In 1982 Congress passed a similar 
law, the Boland amendment, forbidding 
uSe of funds “foi' the purpose of over¬ 
throwing the government of Nicaragua”. 
Despite this, senator Boland complained 
that the CIA was “almost like a rogue 
elephat^oing what it wanted to”. The 
CIA oifanised ‘private’ donations for its 
dirty work in Nicaragua and the Iranscan 
was part of this plan to circumvent the 
law. The prosecution of Oliver North is 
a tribute to the rule of law. It was possi¬ 
ble because the US has prosecution 
machinery independent of the executive. 

Our Intelligence Bureau is celebrating 
its birth centenary. In the last two decades 
or so it has acquired a younger brother, 
RAW (Research and Analysis Wing), 
which has become even more powerful 
than the 1^ Ashek Raina’s book on RAW 


peak of power, both of the government 
and the party. In the fourth year of his 
prime ministership, he stood dwarfed at 
both levels. 

This, of course, does not mean that he 
will not return as prime minister. He pro¬ 
bably will, thanks to the self-annihilating 
behaviour of the centrist opposition 
leaders. But in his second term, he will be 
a much weaker prime minister than he has 
been in the first. 


is the latest of its kind. It is well known 
that RAW has dabbled extensively in 
matters political. Neither IB nor RAW has 
a statutory charter. When will they acquire 
one? 

Apart from the provisions for Congres¬ 
sional scrutiny, the US Congress adopted 
in 1978 the Foreign Intelligence Surveil¬ 
lance Act which established the Foreign 
Intelligence Surveillance Court. There is 
a Senate Select Committee on Intelligence. 
In 1980 it held extensive hearings on 
S 2284, the National Intelligence Act of 
1980. It heard jurists, civil libertarians and 
a host of others. 

On November 23, 1988 the British 
home secretary outlined in the House of 
Commons his proposals for putting the 
security service on a statutory basis. 
Neither M15 nor M16, the secret intel¬ 
ligence service, is established by statute. 
Both are creatures of crown prerogative 
in law. The governing instrument for MIS 
is a directive by the then home secretary. 
Sir David Maxwell Fyfe, on September 24, 
1952. The Security Service Bill defines the 
functions of the security services as “the 
protection of national security and in par¬ 
ticular, its protection against threats from 
espionage, terrorism and sabotage, from 
the activities of agents of foreign powers 
and from actions intended to overthrow 
or undermine parliamentary democracy 
by political, industrial or violent means”. 
A secondary function is “safeguarding the 
nation’s economic well-being against 
threats posed by the actions or intentions 
of persons outside the British Islands”. 

These functions will thus be defined by 
the law. In his report on the Profumo 
Affair, Lord Denning had studied the 
directive of 1952 and observed that M15’s 
“operations are to be used for one pur¬ 
pose only; the defence of the realm. They 


are not to be used so as to pry into one 
man's private conduct, or business affairs, 
or even his political opinions, except 
insofar as they are subversive, that is, they 
would contemplate the overthrow of the 
government by unlawful means”. 

In his book Spycatcher, Peter Wright 
exposed MIS’s efforts to destabilise the 
Labour government of Harold Wilson. 
What the new bill does is to define the 
functions and lay down the legal limits. 
Provision is made for the establishment 
of a tribunal of three to five lawyers 
to hear complaints of surveillance. If a 
complaint is upheld the security service 
will be ordered to .stop the surveillance, the 
records will be destroyed and the complai¬ 
nant paid compensation. 

The security service will need a warrant 
from the home secretary before it breaks 
into anyone’s home or office in search of 
information. Complaints in respect of 
these warrants will go to an independent 
commissioner “who holds or has held 
high judicial office”. He will vet the 
warrant and report to parliament every 
year. The bill is clearly modelled on the 
Interception of Communications Act, 
1985 governing telephone tapping. 

It has not satisfied the Labour Party 
which insists on scrutiny by the House of 
Commons. However the British home 
secretary, Douglas Hurd, made it plain in 
the house on November 23 that the 
government would not reveal details of 
particular operations. 

In our country, the Shah Commission 
had commented on the misuse of intel¬ 
ligence agencies for surveillance of 
political opponents. Incidentally, few 
cared to notice a statement by the minister 
of state for communications Giridhar 
Gomango in the Rajya Sabha on 
December 5, 1988. He said interception 
of messages under the Indian Telegraph 
Act by authorised officers is permissible, 
thus justifying telephone tapping. 

The Indian citizen is entitled to the fun¬ 
damental right embodied in Article 21 
of the constitution. He shall not “be 
deprived of his life or personal liberty 
except according to procedure established 
by law”. Surveillance, phone tapping and 
mail snooping are clear violations of ‘per¬ 
sonal liberty’. In the latter two cases there 
are at least the statutes one could pin¬ 
point and attack as violative of Article 21. 

But what of surveillance? Arif 
Mohammed Khan, MP caught red- 
handed people who had gone to pry on 
him and his political associates. What 
legal remedy does the law provide him? 
A suit for damages? 

At any rate it is now imperative that the 
functions of the IB and RAW are defined 
uy statute and safeguards provided in the 
statute against the abuse of powers. Our 
‘nationalists’ become silent on these 
bodies while denouncing the behaviour of 
intelligence bodies elsewhere. 


CIVIL LIBERTIES 


Misuse of Intelligence Services 

A G Noorani 


It is imperative that the functions of the Intelligence Bureau (IB) 
and the Research and Analysis Wing (RAW) are defined by statute 
and legal safeguards provided against abuse of their powers by 
these agencies. 
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GATT: Winter of Discontent 

Sanjaya Baru 


A number of factors have combined to stall progress towards trade 
liberalisation in the Uruguay Round of trade negotiations and, 
unless the US and the European Community are prepared to 
concede ground in certain areas, the future of GATT itself may 
be put in doubt. 


HALF-WAY through the current round of 
trade negotiations, the Uruguay Round, the 
General Agreement on Thrifts and Trade ap¬ 
pears to be hamstrung by born-again pro¬ 
tectionism on both sides of the Atlantic. 
Unable to arrive at a consensus on key issues, 
like trade liberalisation in agriculture, the 
ministerial level mid-term review at Montreal 
adjourned last moths to meet again in April. 

While the US puts on a free-traders hat 
in the negotiations on trade in agriculture 
and service.s, accusing the Europeans of pro¬ 
tectionism, it doffs to the protectionists 
at home in the groups on manufactures, 
especially textiles, refusing to yield territory 
to the less developed countries and the newly 
industrialising ones. Despite their genuflec¬ 
tions to free-trade and ‘outward-oriented’ 
strategies of development the developed 
capitalist countries are increasingly unwilling 
to play by GATT’s 'Rules of the Game’. In 
a world of paradoxes it is China and the 
USSR which are knocking on GATT’s door 
for entry into the world market and it is the 
US and the EC which arc raising barriers to 
trade. Admonishing western leaders for their 
inability to arrive at a consensus during the 
ministerial level review, the Financial Times 
(December 10, 198H) warned: “Extraor¬ 
dinary challenges now face the leaders of the 
west. They must shore up and extend the 
global economic system, even though they 
are no longer bound together by the threat 
from the east. Marx argued that the natural 
relationship among capitalist economies was 
one of conflict. It would be a disturbing 
irony if the squabbling partly encouraged by 
the perception of a diminished threat from 
the east were to prove him righti’ 

No one will claim such squabbling to be 
either new or of unprecedented magnitude. 
Capitalist countries have always fought 
among themselves and will continue to do 
so. What is striking about the virtual 
breakdown of the Uruguay Round talks in 
Montreal was the intransigence of ihe EC 
and the US and the widespread fear that 
everyone concerned was going to be increas¬ 
ingly protectionist. The GATT has been 
associated in the past with a fair amount of 
success in reducing trade barriers even if 
some of this has been to the disadvantage 
of the LDCs and the advantage of the DCs. 
Average tariffs in industrial countries have 
fallen from 40 per cent in 1947 to 15 per cent 
in 1962 and to 5 per cent by the beginning 
of the Uruguay Round in 1986. However, in 
recent years several developments have 


altered the scenario for global trade. The 
most important of these has been the change 
in the fortunes of the US which has been 
de-industrialising under the impact of im¬ 
ports from the NICs and Japan. Another 
factor that played an important role in the 
sialemate at Montreal was the fear generated 
by EC’s decision to unify its market in 1992. 
A single west European market is being 
viewed wtth suspicion both by the north 
Americans and the Japanese who st*e the 
emergence of a formidable rival in ‘Fortress 
Europe’ which, while removing internal bar¬ 
riers to trade, may reduce European imports 
from the rest of the world, especially US and 
the Far East. A third factor that has left its 
mat k on GATl is the inability of the US and 
Europe to cope with the workaholics from 
the Pacific rim. Increasing imports from the 
ASEAN and Japan have been threatening 
ihe survival of domestic industries, especially 
in the US and UK, and worsening their 
balance of payments situation. All these fac¬ 
tors have combined to stall progress in trade 
liberali.saiion during the Uruguay Round 
and, unless the US and EC are willing to 
concede defeat in certain areas, may bring 
into question the future of GATT itself. 

I’ROtiRESs AT Montreal 

When the Uruguay Round was in¬ 
augurated in Punta Del Este, Uruguay, in 
September 1986 it was decided that negotia¬ 
tions would cover IS areas including pro¬ 
cedural items like GATT surveillance and 
monitoring, GATT articles, trade disputes 
settlement mechanism and so on; policy 
areas such as tariff cutting and non-tariff 
barriers; and specific trade areas such as 
natural resources, tropical products, textiles, 
agriculture, and, for the first time, services 
and intellectual property rights (IPR). It is 
well known that developing countries led by 
India and Brazil put up a stiff resistance to 
the inclusion of trade in services on GATT 
agenda and also objected to IPR. At Punta 
Del Este a compromise was arrived at by 
which services were put on a parallel agenda 
track. However, the US has given services 
and IPR such importance over the last two 
years that at Montreal, despite all the niceties 
of diplomatic language, services were not 
only firmly on GATT agenda but they con¬ 
stituted one of the areas where some pro¬ 
gress was recorded. An agreement was reach¬ 
ed on a document on liberalisation of trade 
in services which recognised certain needs 


of the developing countries and suggested 
that future talks should aim at “a progres¬ 
sively higher level of liberalisation taking due 
account of the level of development’’ of in¬ 
dividual countries, an obvious concession to 
the LDCs. 

Of the IS negotiating groups, agreements 
were reached in as many as 11 areas at 
Montreal. The most significant being the 
liberalisation of trade in tropical products. 
While the .scope of the term was not extend¬ 
ed, a demand of the tropical products ex¬ 
porting countries, the DCs agreed to reduce 
tariffs and remove quotas. Agreement in this 
area was linked by the US to concessions in 
services, IPR and agriculture by the LDCs 
and EC. However, unqualified support from 
the EC for the LDCs isolated the US and 
facilitated major progress in the area. In tex¬ 
tiles, despite concerted attempts by India and 
Pakistan to phase out the Multi-Fibre Ar¬ 
rangement (MFA) which governs world trade 
in textiles and clothing, the US did not allow 
any changes in the status quo. 

Piqued by US intransigence in these areas 
the LDCs refused to yield much ground to 
the US on IPR. The US, EC, Japan and 
other developed countries agreed on a docu¬ 
ment which called for stronger trade protec¬ 
tion of patents, copyrights, computer chip 
designs and other forms of intellectual pro¬ 
perty. India and 14 other developing coun¬ 
tries were not willing to agree to this and 
were not reassured by DCs’ assurance that 
GATT negotiations will not conflict with 
obligations under existing conventions on 
IPR. The LDC case here has been that the 
subject of IPR should continue to remain 
under the purview of the World Intellectual 
Property Rights Organisation (WIPO) and 
there was no need for GATT to get involved 
here The US has not been happy with the 
protection it has received from WIPO, which 
like most UN organisations is dominated by 
the developing countries, and has been 
demanding greater co-operation from its 
major trading partners in policing technology 
piracy. What the US secs as ‘piracy’, the 
LDCs view as ‘transfer of technology’ and 
US attempts to police this technology flow 
is naturally viewed with suspicion by the 
LDCs. Indian negotiators at Montreal 
reportedly argued that an “appropriate 
balance had to be struck between IPR pro¬ 
tection on the one hand, and the develop¬ 
mental and technological needs of develop¬ 
ing countries on the other”. 

Agreements were also reached on the in¬ 
troduction of a system of monitoring 
adherence to GATT regulations by member 
countries. A surveillance system under which 
GATT reports on member country policies 
would be published and the trade policies 
of the four biggest trading powers, US,- EC, 
Japan and Canada, will be reviewed every 
two years (with a review every four years of 
the 16 next biggest traders, and every six 
years of all others) was agreed to. The 
presence of the heads of the IMF and IBRD 
at the Montreal meeting and their statement 
that they would co-operate with GATT in 
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member-country surveillance and monitoring 
would mean that GATT has been given a 
shot in the arm, at a much needed time. 

The most important area of disagreement 
at Montreal, indeed the subject on which the 
Uruguay Round was poised to derail, was 
that of agriculture and the problem of farm 
subsidies. This was on top of the US agenda 
and the US insisted that the Montreal 
meeting agrees lo resolve that in the long 
term all trade-distorting farm subsidies be 
‘eliminated’. The conference got stuck on 
words with the EC willing to use the term 
‘reduced’ rather than ‘eliminated’. According 
to press reports the Roget’s Thesaurus was 
brought in to find an acceptable third word 
and failure to do so forced the meeting to 
be extended by a day. At the end of the day 


Lverytime radio js tuned, 1 hear only 
The flourish ot enemy trumpets 

— Bertolt Brecht 

STRANGE indeed has been the outcome of 
the historic struggle of the workers of the 
Birlas-owned rayon pulp and fibre factory 
at Mavoor tn Kerala. The recent settlement, 
it is hoped, would pave the way for the 
reopening of the factory which has remained 
closed for the last thrce-and-a-half years. But 
the long-standing grievances of the workers, 
for which a remedy was sought through the 
agitation of July 1985, remain unredressed. 
On the contrary, the present settlement clear¬ 
ly indicates that their condition would in fact 
worsen: at least some of the workers are sure 
to face retrenchment. 

Announcing the signing of the tripartite 
accord, the chief minister had lo admit that 
"the government could not claim that it pro¬ 
tected all the interests of the workers”. But 
one thing is obvious: The LDF government 
which failed to protect the interests of the 
workers has taken every measure to protect 
the interests of the management. In future 
raW'Riaterial would be available at less than 
hi^the rate at which it was being supplied 
to the factory at the time of its closure; the 
management would be entitled to receive 
cash compensation from the government if 
the latter fails to fulfil its commitment of 
raw material supply; and after allowing a 
palfry increase, the management has been 
able to effect a wage freeze for the next five 
yeart; To add to it all is the five-year strike 
holiday whltflh is the first of its kind in the 
sut6 '^ present settlement thus marks the 


it was decided that the mid-term review 
would be reconvened in April 1989 to find 
a consensus on all outstanding issues. In the 
meanwhile the GATT director-general will 
negotiate with the US, EC and other 
members to prepare an acceptable docu¬ 
ment. Until then all agreements in other 
areas will be put in the freezer to be thawed 
at the April meeting. As Arthur Dunkell, 
GATT’s director-general, shuttles across the 
Atlantic through the winter, trying to ham¬ 
mer out a consensus between the EC and the 
US on farm subsidies (attempting to achieve 
in four months what was not possible over 
two years) he will have Shelley on his mind: 
“If winter comes, can spring be far behind?” 
But, will the spring of 1989 see the greening 
of GATT? 


culmination of workers’ agitation in a 
ludicrous situation: while the demands put 
forward by the workers are rejected, those 
of the management are fully met. 

To say that the CPI(M)-led government 
in Kerala collaborated with the Birlas may 
sound too severe a statement, but clearly the 
agreement has been reached on terms dic¬ 
tated by the Birlas. Equally clear is the fact 
that the settlement throws the doors wide 
open for the Birlas to further fleece Kerala’s 
economy and environment. A Va.su, general 
secretary of the Gwalior Rayons Organisa¬ 
tion of Workers (GROW) which led the 
agitation, characterises the agreement as a 
‘total surrender—by the state government to 
the Birlas and by the workers to the govern¬ 
ment. But pitted against a very powerful 
enemy and with little support from the 
government which continuously expressed its 
‘helplessness’, the workers had no alter¬ 
native but to call off the forty-month long 
agitation. 

Earlier we had reported in this journal 
(‘Kerala Worker Rises against Indian Big 
Capital', July 2, 1988) the events that led to 
the closure of the factory, the emergence of 
GROW as the workers’ radical alternative to 
collaborationist trade unionism, and the 
course of the GROW-led agitation that 
generated mass mobilisation of an unprece¬ 
dented order. The July 1985 agitation was 
launched to press three major demands— 
renewal of long-term wage agreement, the 
last one having expired in 1981; payment of 
bonus for the period 1982-85 on par with 
that paid in the preceding years; and full 
employment for reserve workers. The charter 


of demands put up by the workers in 1982 
had insisted upon an increase of Rs 250 iii 
basic wages. It also demanded a fixed 
dearness allowance of Rs 200 up to 50 points 
of the cost of living index. The present set¬ 
tlement offers enhancement of basic wages 
by merely Rs 32. Diking into consideration 
the twin facts that the last wage agreement 
was entered into as far back as 1978 and that 
the present settlement would be in force for 
the next five years, we find that the increase 
in basic wages of a Mavoor worker over a 
period of fifteen years is merely Rs 32. Fixed 
dearness allowance is maintained at Rs 50. 
Increase in variable dearness allowance as 
per the present settlement is only one paise 
per point over 500 points of the cost of living 
index. 

While during the period 1978-82 the 
workers had received an annual bonus of 40 
per cent on the average, for the years 1982-88 
workers would be paid only the minimum 
bonus of 8.33 per cent plus ex-gratia bonus 
of 10 per cent, 5 per cent and 4 per cent 
respectively for the years 1982-83, 1983-84 
and 1984-85. Annual increment would not 
be paid for the period during which the 
factory was closed. 

The agreement does not provide for any 
increase in employment for reserve workers; 
they would have to be content with 13 days’ 
employment a month. Abolition of contract 
work, another long-standing demand of the 
workers, has also been rejected in toto. The 
accord clearly states that the status quo. 
would be maintained in respect of contract 
work. 

A perusal of the terms of the agreement 
vividly brings out its labour oppressive 
character. Clause 6 of Article III of the set¬ 
tlement which has attained infamy as the 
‘deadliest clause’ reads: “... they [workers] 
will not resort to any direct action, such as 
strikes, go-slows, stoppages of work, refusal 
to carry out the orders of their superiors, etc, 
on any matter agreed to in this settlement”. 
Since every detail like basic wages, incre¬ 
ment, bonus, workload, upgradation of 
technology and retrenchment of workmen 
is covered by the settlement the said clause 
forestalls any form of labour resistance 
during the next five years. 

The agreement empowers the manage¬ 
ment to adopt improved technology for pro¬ 
cesses and production. It is clearly laid down 
that workers would not be entitled to any 
increase in remuneration when such tech¬ 
nology is adopted. Nor would there be any 
increase in workforce when improved tech¬ 
nology is introduced. 

Unfortunately, what the chief minister 
chooses to describe as ‘‘the small sacrifices 
the workers should make for the industrial 
development of the state” do not end here. 
Subjected to Birlas’ draconian labour prac¬ 
tices for long, the Mavoor workers have 
strongly resisted workstudy schemes. But the 
present settlement accord sanction to the 
management to conduct one and re-fix the 
strength of the workforce. What would be 
the fate of workers declared ‘surplus’? 
Clause 9 of Article V of the agreement vests 
with the management “all the rights to deti 
with such surplus workmen as they consider 


Mavoor Rayons Accord 
Left-Front Government on Its Knees 

K T Ram Mohan 
K Ravi Raman 

The recently-concluded settlement at the Birlas-owned rayon pulp 
and fibre factory at Mavoor in Kerala marks a strange 
denouement of the historic struggle of the workers there: while 
the workers’ demands have been rejected, those of the 
management have been fully met. 
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appropriate”. Of the 'surplus’ workers, a 
maximum of 50 would be accommodated 
in the reserve workforce, i e, they would have 
only 13 days’ employment a month. The rest 
of the workers would have to accept ‘volun¬ 
tary retirement’ or face retrenchment. But 
it is clear that with the threat of retrench¬ 
ment staring them in the face, ‘voluntary 
retirement' is only an euphemism for 
retrenchment. 

The government’s silence on the agree¬ 
ment with Birtas regarding supply of raw 
materia] which forms an integral part of the 
present settlement is intriguing. By keeping 
the agreement a secret the state government 
is violating a basic right of the people, the 
right to know. Forests are the common pro¬ 
perty of the whole people and the pillage of 
these resources has already become a politi¬ 
cally volatile question in Kerala. The possi¬ 
ble repercussions of this disastrous agree¬ 
ment with the Birlas, if it is made public, 
would not be very desirable for the govern¬ 
ment. It is difficult to locate any other 
reason why the government is silent on the 
vital clauses of the present agreement. 

It is understood from reliable quarters that 
the terms of the new agreement are simply 
outrageous. As per the agreement, the 
government undertakes to supply two lakh 
tonnes of raw material to the company every 
year. The contract area can offer only 40,000 
tonnes of bamboo and reeds and 60,000 ton¬ 
nes of eucalyptus per year. The agreement 
allows the management to meet the deficit 
from outside the contract area. Any short¬ 
fall in supply of eucalyptus is sought to be 
met by bamboo and reeds, thereby depleting 
further the natural forests of the state. Most 
importantly, the agreement empowers the 
management to adopt clear felling in respea 
of certain varieties. The serious environmen¬ 
tal implications of this agreement for a state 
like K^a where the forest cover has already 
come down to 8 per cent of the total land 
area—though official estimates put the 
figure at a magnificent 25 per cent—need 
no elaboration. 

The Birlas have evidently done quite a bit 
of homework in formulating the terms of 
the agreement. The government estimate of 
availability of eucalyptus for the next five 
years is 8.35 lakh tonnes. The state govern¬ 
ment is already committed to supplying 1.5 
lakh tonnes to the public sector newsprint 
factory at Velloor near Cochin. The annual 
requirements of the Punalur Paper Mills is 
estimated at 1.62 lakh tonnes. Odiously the 
government cannot be expected to fulfil all 
these commitments; hence the compensation 
clause in the agreement. This clause would 
imply that in future even if the factory were 
closed for want of raw material, the com¬ 
pany would stand to make money by way of 
compensation claims. The amount of com¬ 
pensation to be paid by government in case 
of default in supply of raw material would 
be decided by a tribunal consisting of a 
representative each of the management and 
the state government and a chairman 
mutually agreed upon. 

What price would be charged for raw 
material supplied to the company? Earlier, 
the Kerala latest Produce (Fixation of Sell¬ 
ing Price) Act 1978 had Hxed royalty rates 


■for the period 1979-88. Price of bamboo was 
fixed at Rs 305 per ton and of eucalyptus 
at Rs 550 per ton for the year 1987-88. On 
the eve of signing the recent agreement, the 
government promulgated an ordinance to 
facilitate re-flxation of the selling price. 
Titled Kerala Forest Laws (Amendment) Or¬ 
dinance 1988, the new legislation amends 
certain important provisions of the Kerala 
Forest Produce (Fixation of Selling Price) 
Act 1978. As per the new ordinance, clauses 
5 and 5(A) of the Act—clauses relating to 
prices—would not apply to industrial esta¬ 
blishments using more than 50,(X)0 tonnes 
of forest produce per year and employing 
not less than 1,000 persons. The ordinance 
lays down that no tax would be levied on sale 
of forest produce to such large industrial 
establishments. Therefore, in future, raw 
material would be available to the company 
at Rs 250 per ton and not a paisa has to be 
paid by way of additional price, forest 
development tax, sales tax and additional 
sales tax. It is worthwhile to remember here 
that earlier when a dispute arose between the 
management and state government regar¬ 
ding raw material price, a cost accountant 
had been appointed to go into the whole 
question. He reported that Mavoor Rayons 
would be a viable unit even if the raw 
material price were Rs 800 per ton. In¬ 
terestingly, at the time of closure the 
management had pressed for parity with the 
Karnataka rate, whereas the price now 
agreed upon is much lower than the Kar¬ 
nataka price which is Rs 600 per ton. Open 
market prices of bamboo and eucalyptus are 
of course much higher than even the 
Karnataka rate. Savings for the management 
on taw material costs alone over the next five 
years amount to Rs 80 crore. 

Further, the present settlement frees the 
management of massive debts owing to the 
government on account of raw material pur¬ 
chased during earlier years. The government 


has agreed to write off thus over Rs 6 crore 
and to withdraw all cases against the com¬ 
pany. Moreover, the management stands to 
save substantially on electricity bills in 
future The recently promulgated the Kerala 
Electricity Duty (Amendment) Ordinance 
which amends the Kerala Electricity Duty 
Act 1963 reduces the duty on electricity 
payable by high tension and extra-high ten¬ 
sion users to 10 paise per unit. With such 
massive concessions pouring in, it is not 
surprising that the management is now en¬ 
thusiastic to reopen the factory and to 
undertake upgradation of technology. 

Any fairly competent observer would ad¬ 
mit that this is a peculiar way to revive a 
factory. The present reopening is a cruel joke 
played by the Birlas and the state govern¬ 
ment not only on the Mavoor workers but 
also the whole people of Kerala. In any case, 
after five years the machines at Mavoor 
would screech to a halt forever, throwing out 
of employment nearly 5,000 workers; and by 
then Kerala’.s remaining forests would be 
denuded. 

The closure as well as the present revival 
of the factory bring into sharp focus certain 
disquieting features of Kerala’s development 
and point to the hapless situation of the 
Kerala economy functioning within the 
dominance of Indian big capital. While it 
is to the credit of GROW that it could 
spearhead a massive agitation raising these 
vital issues, it is evident that GROW could 
not carry the struggle to a successful 
culmination. It is foreseeable that after five 
years Mavoor would again become the scene 
of a mighty agitation—an agitation by the 
entire working people of Kerala against the 
pillage of the region by all-India monopoly 
houses with the active collaboration of the 
Indian state and its representatives in Kerala. 
It is to be hoped that it will be an agitation 
on a much stronger footing, enriched by the 
lessons of the present debacle. 


APPOINTMENTS 


CENTRE FOR SCIENCE AND ENVIRONMENT 

807 Vishal Bhawan 
95 Nehru Place 
New Delhi - 110 019 

The Centre invites applications for research assistants and research associates 
to work on subjects related to environment, energy, urbanisation and history 
of natural resource use 

The Centre is a public interest research organisation concerned with sus¬ 
tainable natural resource management in India Its works is a mix between 
indepth journalism and policy research and is mainly directed towards 
preparation of publications and informational materials designed to create 
an informed public opinion 

The total emoluments for research assistants (preferable age group 24 to 28 
years) will be around Rs 2000 The total emoluments for research associates 
will be Rs. 2400 or more depending on experience The appointment wilt 
initially be,for one year and can be extended subject to satisfactory progress. 

Apply with full details of qualifications, experience and abilities to the Director 
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Decay of Gram Panchayats in Bihar 

Indu Bharti 


Bihar was the first state in the country to introduce panchayati raj 
I in 1948. However, elections to gram panchayats have not been 
\ held in the state since 1978. A number of other factors and 
i. developments have also been responsible for reducing panchayati 
; taj in Bihar to a completely defunct state 


WHEN the prime minister, Rajiv Gandhi 
' visited Bihar on November 23 to attend 
: the closing ceremony of Bihar’s first chief 
i#gister, the late Srikrishna Singh’s birth 
centenary celebrations, he used the occa- 

■ Sion to repeatedly exhort the government 
of Bihar to immediately hold the elections 
to gram panchayats in the state. This, he 
said, was necessary for ‘decentralisation’ 
of power and decision making and for ‘en¬ 
suring democracy down to the village 
level’. Though the prime minister and 
other leaders of the Congress (I) have 
these days made it a point to talk of 
decentralisation and, as a corollary, of 

' democratisation of panchayats, on every 
occasion regardless of its suitability, at' 
least here the prime minister had chosen 
the right occasion. For, there could not 
i have been a fitter occasion to talk of reviv¬ 
ing the now defunct panchayati system 
since it was the late Srikrishna Singh who, 
as the first chief minister of the state, had 
been responsible for introducing the pan- 
chayati raj system in 1948, making Bihar 

■ the first state in the country to do so. 

Elections to the 11,740 gram painchayats 
in the state have not been held since 1978 
when the Janata government, after com¬ 
ing to power in 1977, had organised the 
panchayat elections. The 1978 elections 
were also held after a gap of seven years 
and in many cases of even 15 years. That 
time also the then-government had talked 
; much of ‘decentralisation’. However, the 
. real motive behind the promptness shown 
by the Janata government in holding the 
panchayat election was not so much 
! decentralisation as the consolidation of. 
the Janau party’s feudal power base by 
rewarding the feudal elements with whose 
help the Janata had come to power and 
. strengthening their defences against the 
rapidly advancing mobilisation of the 
, rural proletariat. The month-long elec- 

! ^i^]iions turned out to be the bloodiest of ail 
polls in Bihar and, barring the 1971 
' parliamentary elections in West Bengal, 
the bloodiest in the country with almost 
all the vio^oe emanating from the ruling 
f classes^i^l^ection results showed that 
th^ JnjSivy had failed to achieve the 
succelPMHhad hoped for (for details 
see 22. 1978, pp 1166-67). 


This brief flash-back was necessary to 
indicate the conditions of the panchayats 
and to show the kind of people who 
dominate the panchayats in Bihar. That 
was about the last panchayat elections 
held in 1978. Now it is the end of 1988. 
With elections not having'been held for 
a decade, the panchayat system in the state 
has become totally defunct. But the 
reason of the system’s decay is not only 
the absence of regular elections. 

When the system of panchayati raj was 
introduced in the state with the enactment 
and implementation of the Bihar State 
Panchayati Raj Act 1948, the gram pan¬ 
chayats were given wide powers relating 
to developmental and financial matters. 
But no clear-cut separation was made tret- 
ween the powers of gram panchayats and 
those of the other bodies. This lead to 
unending wrangles between the pan¬ 
chayats and other government bodies— 
for instance, with the excise and revenue 
department in the matter of looking after 
the gairmazarua-am property in the 
village. Despite this, in the 50s the pan¬ 
chayats had a place and importance of 
their own with government officers 
visiting the villages and chalking out local 
developmental plans in consultation with 
the panchayat authorities. Since then it 
has been a complete reversal, as today 
plans are prepared by planning boards of 
the state in accordance with the guidelines 
of the centre and then they are divided 
among various districts to prepare the 
district plans. 

Many a parallel institution has come 
into being with powers which previously 
were the exclusive prerogatives of the 
panchayats. For instance, the committee 
to monitor the public distribution system 
(PDS) used to be headed by the pan^yat 
pramukhs and the mukhiyas at the block 
and village level respectively. Now they 
have been replaced by the heads of the 
respective twenty-point programme imple¬ 
mentation cominittees. Similarly from 
1982 onwards the task of providing relief 
work has also been snatched from the 
panchayats and awarded to the twenty- 
point committees. The situation has come 
to such a pass that if even a tube-well is 
to be installed in a village it is the MLA 


and not the pancha^t authorities wl^ 
decides the* place where it^should be in¬ 
stalled. Poor finance hu been the other 
problem which has crippled the pan¬ 
chayats and thrown the system into disar¬ 
ray. Way back in 1939,.on the basis of the 
Anugraha Naraymi Singh Committec^s 
recommendations, the Panchayati Rgj Act 
was amended to provide 6.25 per cent of 
the toul proceeds from land revenue to 
the panchayats to make them financially 
self-sufficient. But the amendment and 
the expected self-sufficiency of the pan¬ 
chayats remained on paper as the promis¬ 
ed 6.25 per cent share in land revenue was 
not given to the panchayats for twelve 
long years. Though from 1972 the govern¬ 
ment did begin to pay the share in the land 
revenue to the panchayats, it still did not 
pay the arrears of the past 12 years bet¬ 
ween 1959 and 1971 which totalled Rs 5 
crore. The Patna High Court, acting on 
a writ petition filed by the Bihar State 
Panchayati Raj Board ordered the govern¬ 
ment of Bihar in October 1974 to pay the 
arrears due to the panchayats on account 
of their .share in the land revenue within 
eight months, but the government of 
Bihar is still following the path of pro¬ 
crastination and the Rs 5 crore is yet to 
be paid to the panchayats. To provide 
loans on nominal interest rate to the pan¬ 
chayats in order to enable them perform 
their responsibilities, the government of 
Bihar had set up the Bihar Rajya Pan¬ 
chayati Vitta Nigam in 1974. But the cor¬ 
poration has failed to serve its purpose 
and has become a victim of corruption, 
non-repayment of loans and callousness. 
In report after report the Comptroller and 
Auditor General of India has strong!) 
criticised the Vitta Nigam, but its func¬ 
tioning has not improved. Admits the pre¬ 
sent managing director of the Nigam 
Raghuraj Singh: “the Nigam has failed tc 
achieve the goals for which it was set up 
The people took up the loans as if the; 
were donations and just stomached th 
mon^’’. 

These things apart, many promise 
made to the panchayats have remaino 
unfulfilled. Fbr instance, the government’ 
avowed policy is to fill 50 per cent of post 
of Jansevaks with Panchayat Sewaks an 
to promote the head of the Gram Raksh 
Dal to the post of Panchayat Sewak aftc 
ten years. But neither of these policies hi 
been implemented. Tbday more than tw 
thousand panchayats exist without Pat 
chayat Smraks. Brides, around 350 posi 
of Jansewaks are also lying vacant. 

According to another policy of tl 
government, if any member of the Oral 
Raksha Dal is killed in an encounter wii 
criminals, his family is to be given a su: 
of Rs 10,000. This promise also remaii 
largely unfulfilled. It is more than fi' 
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years now since the-then chief minister, 
Jagannath Mishra, had promised to con¬ 
stitute the Gram Raksha Dal into an inde¬ 
pendent body. Consequently three lakhs 
people were appointed to the Gram 
Raksha Dal. But today, claims Shiva- 
shankar Singh, the general secretary of the 
Bihar Rajya Panchayat Scwak Sangha, 
their Conditions have become worse than 
those bonded labourers. There are 
numerous such unkcpt promises. 

lb top it all has been the complete usur¬ 
pation of the panchayat samitis’ right 
from the very inception of the system by 
powerful village elements, particularly the 
landed ones. Today more than 90 per cent 
of the mukhiyas are reportedly wealthy 
people with big or substantial interests in 
land, contract.s or trade and more than 40 
per cent of the mukhiyas and sarpanches 
have a criminal background. Whatever lit¬ 
tle developmental funds trickle down to 
the panchayais are cornered by these 
vested interests. No wonder then that the 
panchayats have failed to meet the expec¬ 
tations and the panchayali system has vir¬ 
tually died out. 

In these circumstances, to hope to revive 
the system simply by holding elections to 
sheer naivete and the prime minister and 
the ruling parly are certainly not so naive. 
Behind the sudden concern for the gram 
panchayats is a carefully designed strategy. 
With general elections due for next year 
and the ruling party threatened with an 
unprecedented erosion in its credibility in 
the wake of corruption charges, the party 
is resorting to desperate measures to lure 
back the electorate to its fold. And as it 
IS the rural votes which happen to be the 
decisive factor in any elections, all the talk 
about decentralisation and revival of gram 
panchayats. 

As far as Bihar is concerned, the ruling 
party faces another threat and that is the 
one posed by the unprecedented mobilisa¬ 
tion of the rural proletariat by various 
peasant organisations. It has now become 
obvious for the ruling party that the rural 
poor of Bihar are not going to vote for 
it in the next election. Enraged as they are 
at their exploitation and non-implemen¬ 
tation of laws like the Minimum Wages 
Act and various land reform legislations 
and, what is more, at the government’s 
open collusion in all this, the rural poor 
in Bihar are determined to retaliate at the 
next hustings. 

It has also become obvious for the rul¬ 
ing party that it would not be possible fof 
it to hoodwink the rural masses into sup¬ 
porting it as in the past. Hence it wants 
to first capture the gram panchayats by 
holding the panchayat polls and manipu¬ 
lating it with all the power at its command 
at the moment, because if the panchayats 
are captured it would become very easy 


to manipulate the next general elections 
in the rural areas. 

After coming to power, chief minister 
Bhagwat Jha Azad had also promised to 
hold panchayat elections very soon. In 
fact he has since then gone one step fur¬ 
ther, by announcing a few months ago 
that his government intends to empower 
the gram panchayats to collect the full 
amount of land revenue instead of giving 
them a share of 6.25 per cent as is the cur¬ 
rent practice. As late as in May 1988, a 
senior member of his cabinet, Bhisma 
Prasad Yadav, minister for parliamentary 
affairs and rural development, had an¬ 
nounced that the panchayat polls would 
be held before the end of Novembr 1988. 
However in early November the same 
Vhdav announced that the polls could not 
be held before the Supreme Court look 
a decision on the government petition 
concerning panchayat polls in the state. 

It would be worth mentioning in this 
connection that last year the government 
headed by Bindeshwari Dubey had got 
promulgated an ordinance seeking to 
reserve the posts of mukhiyas for schedul¬ 
ed castes and .scheduled tribes candidates 
in the gram panchayats. The ordinance 
was challenged in the Patna High Court 
which then declared it as unconstitutional. 
Consequently the government of Bihar 
filed a writ petition in the Supreme Court 
challenging the High Court’s judgement. 
It is this petition which 'lihdav used to go 
back on his earlier announcement. 

Ram Darshanachari, the president of 


the Bihar Rajya Panchayat Sewak 
Shangha, however alleges that what led to 
Yadav going back on his promise to hold 
the panchayat polls before November 1988 
was the annual confidential report of the 
district magistrates regarding the political 
affiliation of the mukhiyas of gram pan¬ 
chayais. Darshanachari claims that this 
year 's report which the department of 
home (special) submitted to the govern¬ 
ment in April 1988 had shown that 60 per 
cent of the mukhiyas of the gram pan¬ 
chayats in the state were either congressites 
or ardent supporters of the Congress. This 
has reassured the government regarding 
the prospects of manipulating the next 
generai elections. With 60 per cent of the 
mukhias solidly behind them the ruling 
party can very easily manage to capture 
the required rural votes, and this is why 
Yadav has changed his stance. But this 
change of stance was before the prime 
minister came to Bihar and exhorted the 
government to hold panchayat polls. 
What would be the government response 
to the prime minister’s exhortation re¬ 
mains to be seen. But one thing is certain, 
panchayat elections will be held only if it 
suits the interests of the ruling party. And 
even if the elections are held that would 
have no bearing on the revival of the pan- 
chayati raj system because that requires 
action on may fronts and not holding just 
elections. Indeed if elections are held in 
the prevailing circumstances without en¬ 
suring a free and fair poll, a repetition of 
the 1978 polls cannot be ruled out. 
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Koodankulam Nuclear Power 
Project; Some Issues 

Over 1,00,000 persons may face eviction as a result of the siting of 
the two 1,000 MW nuclear plants at Koodankulam and the 
livelihood of over 5,00,000 persons is going to be threatened. 
Further, expert studies have concluded that the VVER-type 440 
MW reactor, which is a progenitor of the 1,000 MW reactors to 
be imported by the government of India, is potentially as 
dangerous as any other nuclear reactor. 


THE official announcement of importing 
two 1,000 MW VVER- type nuclear plants 
from the Soviet Union and siting them at 
Koodankulam in Tirunelveli district in 
Ikmil Nadu has raised important issues 
which need to be clarified. 

The siting of the two 1,000 MW nuclear 
plants at Koodankulam will undoubtedly 
result in the immediate eviction of the 
people of Koodankulam village itself, 
which is barely three km from the propos¬ 
ed reactor site, plus the people of the 
villages of Panjal and Perumanal, very 
close to the site. In all, over 25,000 people 
will face direct eviction. The setting up of 
the nuclear plants will also curtail fishing 
activities from Uvari in Chidambaranar 
district to Muttom in Kanyakumari 
district, a belt of nearly 75 km. This will 
pose a threat to the livelihood of nearly 
300,000 fisherfolk; Once the seashore gets 
contaminated due to possible radiation 
leak from the nuclear plants, there will be 
no way by which the fisherfolk can sus¬ 
tain their material life. Moreover, farming 
activities in the region of around 10 km 
from the nuclear plants will face severe 
curtailment, leading to eventual eviction 
of farmers from the many nearby villages 
including Radhapuram, Vijayapati, and 
Chettikulam. In all, over 100,000 persons 
may face eviction once the construction 
of the two nuclear plants starts. The 
livelihood of over 500,000 person is going 
to be threatened seriously. 

Since the technology involvea in the 
construction and operation of nuclear 
plants is insular and contained, there is 
very little chance to local people getting 
employment opportunities even if they 
have some basic education. It would be 
pertinent to stress the fact that the people 
of Koodankulam village and the neigh¬ 
bouring areas have actually been agitating 
for basic facilities to every village in the 
region. What they have been demanding 
are irrigation facilities, drinking water, 
regular transport, primary schools, 
hospitals, bank loans for fishermen's 
co-operatives, minimum wages for bidi¬ 
rolling workers. Certainly they had not 
bargained for these massive nuclear plants 
which are a threat to their very livelihood. 

Protests against the nuclear plant has 
hcpp gathering momentum slowly but 
sWadil) in the Ust few months. Apart 
from ^ster campaign in nearby towns 
and articles in the Tamil media, several 


public meetings have been held in the area 
to protest against the installation gf the 
nuclear plants. One such meeting, in 
which over 1,000 persons were present was 
held on August 28 at Idinthakarai, the 
nearest coastal village of the plant site. 
The meeting resolved to oppose the 
nuclear plants tooth and nail. Similar 
meetings have beenJield at various places 
of Madurai, Tirunelveli, Chidambaranar 
and Kanyakumari districts to highlight the 
possible dangers from the Koodankulam 
plants. 

The peasants of Kanyakumari district, 
apart from protesting against the radia¬ 
tion fallout from the nuclear plants, are 
piqued by the fact that ail the water for 
the nuclear plants will have to be drawn 
from the Pechiparai dam, about 30 km 
away from the plant site. This dam is the 
only big irrigation source for the green 
belt in the district which does not have 
wells. The peasants fear that their major 
irrigation source will run dry. Given the 
quantities of water needed as replenish¬ 
ment of the coolant circuit, their fears 
appear to be well founded. 

What Will Happen to 
Koodankulam? 

it is pertinent here to note that the En- 
vironmenul Impact Assessment Study 
presented to the public by the authorities 
of the upcoming 1,100 MW nuclear plant 
at Sizewell in the east coast of Britain sket¬ 
ches the following possible grisly scenario: 

The report says if an anticipated acci¬ 
dent occurred in the plant, even under 
very normal weather conditions, the 
harmful radioactive release will cause 
damage to public health and property 
downwind upto 170 km. Residents will 
have to be forcibly evacuated within six 
hours upto 16 km, 12 hours upto 25 km, 
24 hours upto 75 km and 48 hours upto 
140 km. The report says only after inten¬ 
sive de-contamination will people be able 
to reoccupy their houses. Those.within 77 
km from the reactor will be able to come 
back only after 20 years, within 115 after 
live years and within 140 km distance after 
one year of their evacuation. 

In case of an accident, ti e social costs 
of damage would be about Rs 250 crore 
for housing and rehabilitation, Rs 300 
crore for non-agricultural products, 
Rs 500 crore for farm produas, Rs 1,200 


crore fbr cleaning expenses and Rs 1,500 
crore for making alternative arrangements 
for power supply, the report adds. 

An environmentalist, ^ivaji Rao of the 
Andhra University, Widtair has superim¬ 
posed the above accident scenario over 
Koodankulam. According to him people 
in the towns of Nagarcoil, Panagudi, 
Nanguneri, Tiruchendur, Sayarpuram, 
Tirunelveli, Falayamkotai, Ambasamudiam 
in Ikmil Nadu and Balaramapuram, 
Neyyatinkara and Puvar of Kerala fall 
within the 77 km belt. The towns of 
Tuticorin, Kovilpatti, Puliyangudi, 
Tenkasi, in Thmil Nadu and TVivandrum 
in Kerala fall within the 115 km belt. The 
towns of Sattur and Vasudevanallur in 
Tamil Nadu and Kundara, Killikolur and 
suburbs of Quilon in Kerala fall within the 
140 km belt (see Indian Express, 
August 29). 

Accidents of such magnitude apart, 
even during normal operation, nuclear 
plants are likely to severely disrupt the 
ecological balance of the region. Studies 
indicate that the temperature of the outlet 
of the plant condenser would be around 
40“-45'’ C. Even a hike of half a degree 
of Celsius in the temperature of sea water, 
caused by the discharge of secondary 
coolant circuit water into the sea, can 
upset the marine ecology beyond redemp¬ 
tion, threatening the livelihood of the 
fisherfolk. A pilot study done at the Idin¬ 
thakarai coast bj'the Zoology department 
of the St Xaviers College, Palayamkottai 
indicates that rare marine species forming 
the food chain of the area, will disappear 
even if the temperature rose by a very little 

The Soviet offer of nuclear plants has 
been on the anvil since 1979 when the then 
prime minister, Morarji Desai, visited the 
Soviet Union. The offer was renewed 
during the late Soviet leader, Leonid 
Brezhnev’s visit to India in 1982. But the 
DAE did not then show much enthusiasm 
for the offer, since accepting it meant im¬ 
porting the reactor fuel, namely enriched 
uranium, also from the Soviet Union. This 
was not in line with the three-phase orien¬ 
tation of the Indian nuclear programme, 
envisaging construction of thermal reac¬ 
tors using natural uranium as the first 
phase, fast breeder reactors using pluto¬ 
nium as the second phase and thorium 
breeders as the third phase. But with the 
Indian nuclear plants not functioning as 
expected by the DAE, the VVER-type 
1,000 MW nuclear plants from the Soidet 
Union are now trotted out as the ultimate 
in reactor technology. The decision to buy 
two of these plants was taken after two 
years of deliberation and ratified by the 
union cabinet in April this year. 

The Indian government has already 
signed an agreement with the IAEA on 
September 26, 1988 waiving ‘safeguards’ 
for the two VVER-type 1,000 MW nuclear 
plants. Eight days before this, the IAEA 
Board of Governors had approved the 
draff agreement effectively waiving the ap¬ 
plication of ‘safeguards’ for these nuclear 
plants. It is to be pointed out here that 
the Indian government has never agreed 
to the bringing of its entire nuclear pro- 


20 


Economic and Political IMsekly January 7. I9t9 



gramme under IAEA 'safeguards’. 

TTie agreement, in effect, will mean that 
the IAEA will not undertake ‘safeguards’ 
inspection for these nuclear plants, on the 
condition that India will return the so- 
called spent fuel from these plants to the 
Soviet Union. There were some in the 
IAEA Board of Governors who protested 
against this waiver and said that such 
waivers should not become precedents (see 
The Hindu, September 19 and 30, Oc¬ 
tober 19, 1988). 

The agreement envisages the transport 
of dangerous radioactive wastes to the 
Soviet Union. This is going to be an ex¬ 
tremely dangerous proposition. The 
wastes will have to be transported by road 
from Koodankulam to a south Indian 
port, probably Cochin or lUticorin tmd 
from there by ship to the Soviet ports 
covering a distance of at least 14,(X)0 km. 
Similar transport of dangerous wastes 
from the two VVER-type 440 MW plants 
at Loviisa in Finland to the Soviet ports 
has raised a hue of protests from the Fin¬ 
nish people. The long route from south 
India to Soviet Union through the 
Arabian sea, the Suez Canal, the Mediter¬ 
ranean, the English Channel and finally 
the North Sea, to be taken by the ship 
laden with radioactive wastes, poses ex¬ 
tremely dangerous consequences for the 
many countries on the way. 

The IAEA agreement specifies that 
•‘the IAEA undertakes to apply its 
safeguards to ensure, as far as it is able, 
that no items brought under IAEA juris¬ 
diction is used for the manufacture of any 
nuclear weapon or to further any other 
military purposes and that such items are 
used exclusively for peaceful purposes and 
not for the manufacture of any nuclear 
explosive? device”. “Suppose the Indian 
government transfers any items which fall 
under the IAEA safeguards to a facility 
under Indian government’s jurisdiction”, 
the agreement says, “the Indian govern¬ 
ment will notify the IAEA so that the 
.safeguards can apply to the items after the 
transfer”. The agreement specifically ex¬ 
cludes the so-called spent fuel, “produc¬ 
ed from these nuclear plants and transfer¬ 
red back to the Soviet Union from IAEA 
safeguards”. 

Soi, the following questions remain 
unanswered: 

The IAEA, which has proclaimed its 
objective as that of spreading ‘peaceful’ 
nuclear power, as a body, has not been 
and will not be able to stop the skirting 
of its ‘safeguards’ by countries using 
nuclear materials for their clandestine 
weapons programmes. There are any 
number of instances to prove this point. 
Hence, what prevents the so-called spent 
fuel from being used for the production 
of nuclear weapons by the Indian govern¬ 
ment, except a bland assurance that 
nuclear power will be used only for 
‘peacefur purposes? 

What is the guarantee that the Soviet 
Union, which has a long-drawn out 
weapons programme, will not use the so- 
called spent fuel transferred from these 


plants for the production Of nuclear 
weapons? 

The DAE has so far chosen not to 
reveal either the safety record or the 
economics of the VVER-type nuclear 
plants which it wants to import. But in¬ 
dependent studies reveal, with documen¬ 
tary evidence, that the VVER is just 
another time bomb reactor, being unsafe 
and uneconomic There ore at least two 
reports, backed by confidential material 
from the IAEA itself, to prove that the 
VVER-type nuclear plants have one of the 
worst records of safety. 

A report published last year by the 
premier German news magazine Der 
Sp/egW details that 16 out of a total of 48 
accidents occurring between 1981 and 

1985 all over the world had been in the 
VVER-type nuclear plants. For instance, 
in 1984 alone, the VVER-type nuclear 
complex at Bohunice in Czechoslovakia 
had reported four accidents officially to 
the IAEA. 

Alarms of a more serious nature have 
been sounded by a study by a group of 
nuclear scientists commissioned after the 

1986 April Chernobyl accident by the 
Greenpeace International, the well known 
pacifist and anti-nukes organisation. This 
group of scientists headed by Helmut 
Hirsch, a famous Austrian physicist, has 
concluded, after examining the secret 
documents available at the IAEA, that 
many accidents of serious nature had 
taken place at the various VVER-tyix 440 
MW nuclear plants, situated both in the 
Soviet Union and in the Eastern European 
countries. 

The group’s study, which deals with the 
history of the 28 currently functioning 
VVER-type nuclear plants in eastern 
Europe, has come across a very serious 
accident at Kozloduy in Bulgaria on 
February 21, 1983. This accident is very 
similar to the classic Loss of Coolant Ac¬ 
cident (LOCA) which has plagued the 
western- designed reactors also. It took 
place after two valves of the pressure 
maintainer in the primary coolant water 
circulation system were opened. Finally, 
the emergency core cooling system was ac¬ 
tivated. Since cold emergency water was 
being fed into the reactor vessel, the 
danger of brittle fracturing of the weld 
seams of the reactor, leading to release of 
radioactivity, became a distinct possibility. 
The group has obtained the details of this 
accident from the IAEA records, though 
they were all kept hidden from public view 
by the Bulgarian government. 

The study seriously indicts ten VVER- 
type nuclear plants, most of which are 
situated very close to the large European 
cities such as Berlin, Vienna, and 
Copenhagen. It says these reactors do not 
have no protection corrosion inside the 
pressure vessel which can lead to a con¬ 
tainment system faijure any time. The 
study also mentions the safety problems 
faced by the two Soviet-deliver^ 440 MW 
nuclear plants at Loviisa in Finland com¬ 
missioned in 1978. These two reactors 
have faced persistent failure of their con¬ 
tainment systems, after which they were 


fitted with US-built containments. The : 
report also indicates that the chambers in¬ 
side the containment systems are now nil- 
ed with 1,000 tonnes of ice each to bring 
down temperature and pressure in the 
event of a primary system pipe-break. The 
group’s study concludes by saying that the 
VVER-type 440 MW reactor, which is a 
progenitor of the 1,000 MW reactor to be 
imported by the Indian government, is 
potentially as dangerous as any other 
nuclear reactor. 

It is relevant to point out here that there 
has been tremendous opposition to 
nuclear power and nuclear weapons in 
several Socialist Bloc countries as well, in- . 
eluding to Soviet Union. The protest has 
been so overwhelming after the April 1986 
Chernobyl disaster that the Soviet govern¬ 
ment has virtually abandoned atleast three , 
upcoming nuclear power plants at Ode^ 
Minsk and Krasnador. It has also publicly 
admitted that, the Krasnador plant is 
being given up after scientisu, artists, 
journalists, intellectuals, including those 
from the Communist Party, doctors and 
environmentalists vehemently protested . 
against nuclear power, (see Soviet News 
February 25, 1988). There has also been 
enormous public resistance to the propos¬ 
ed setting up of a VVER-type 4^ MW 
nuclear plant at Zamowiec in Poland. The ; 
Yugoslavian government too has virtually 
abandoned its nuclear programme in the . 
face of severe criticism from the Yugosla- ! 
vian Communist Party officials after the : 
Chernobyl disaster. 

All this raises further important ques- > 
tions: Since the Soviet Union itself is be¬ 
ing forced to quietly close down three of 
its up-coming plants in the face of motm- ^ 
ting opposition to nuclear power in that 
country, why should India buy the plants? 
And why should plutonium be produced 'i 
at Koodankulam in India and taken to the 
Soviet Union across a distance of I4,0(X) 
km? What is the Soviet Union going to 
do with this plutonium? Store it? Or pro¬ 
duce nuclear weapons? What are the ' 
dangers in either case? 

[Excerpted from a report prepared by the i 
Citizens for Peace and Prevention of Nuclear ' 
Threat, Thinil Nadu.] .? 
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Communal Riots in Muzaffar Nagar, 
Khatauli and Aligarh 

Asghar Ali Engineer 
K S EHirrani 


The Ram Janambhoomi-Babri Masjid controversy has rendered 
the communal situation in UP extremely precarious and any spark 
is enough to start off violence and rioting. The riots in Muzaffar 
Nagar, Khatauli and Aligarh in October bear this out. 


THE communal riots in three towns of 
UP—Muzaffar Nagar, Khatauli and 
Aligarh—are one more warning of the threat 
that the Ram Janambhoomi-Babri Masjid 
controversy poses to communal peace. In 
May 1987 more than 100 lives were sacrificed 
at the altar of this controversy in Meerut 
besides destruction of properties worth 
crores of rupees. 

The Ram Janambhoomi-Babri Masjid 
controversy is proving to be a great curse for 
the nation and a challenge for those who 
care about secular values. The controversy 
has been deliberately generated not only by 
communal Hindus and Muslims but also by 
the leaders of the ruling party who first 
bowed to the pressure of Muslim fundamen¬ 
talists and passed the Muslim Women’s (Pro¬ 
tection on Divorce) Bill and then yielded to 
the pressure of Hindu communahsts to get 
the district magistrate of Faizabad to open 
the lock of the Babri Masjid in Ayodhya in 
Faizabad district to enable them to worship 
the idols smuggled in stealthily in 1948 and 
thus performed a balancing trick. 

Since then the controversy is raging and 
has claimed several hundred lives in UP 
alone. There are threats of marches and 
counter-marches by Muslims and Hindus 
causing communal violence to irrupt. It was 
the same story when riots broke out in 
Muzaffar Nagar, Khatauli and Aligarh in 
October 1988. The Babri Action Committee 
(then united but now split between Shaha- 
buddin group which is taking a moderate 
stand and the Shahi Imam group which is 
taking a hawkish position had given a call 
for a march to Babri Masjid on October 14. 
The Vishwa Hindu Parishad, Hindu Shiv 
Sena, Bajrang Dal, etc, representing Hindu 
fundamentalists gave a call for a counter¬ 
march and a UP bandh on October 8. These 
organisations also called upon Hindus to 
prevent Muslims from proceeding to railway 
stations for taking trains to Lucknow from 
where the march was to start. These threats 
.'4nd counter-threals pushed up communal 
tension and any spark was enough to start 
riots. 

k Muzaffar Nagar and Khatauli towns, 

if?-close to eachffl^r, are neither communal- 
':l^scnsi}tt|™r do they have any history of 
comtngip^Mlence. Muzaffar Nagar has a 
popii§|H|'^P,()0,(XX) of which Muslims are 
aroun^^PbO. Knowledgeable citizens 
maintain that no communal riots had taken 
place here, not even in the worst days of 
partition in 1947, though the neighbouring 


district of Meerut is now notorious for com¬ 
munal riots, specially after the riots of May 
1987. Muslims from Muzaffar Nagar 
generally find representation not only in the 
state legislative assembly but at times also 
in the UP cabinet. In N D Tiwari’s cabinet 
Saiduzzaman from Muzaffar Nagar has not 
only found place in the cabinet but has been 
given the important portfolio of home. The 
Congiessd) in Muzaffar Nagar, as elsewhere, 
is riven with factionalism, ^iduzzaman has 
his rival in-Hukam Singh who is also a 
minister, hails from Muzaffar Nagar and 
leads a rival faction. Hukam Singh was very 
peeved when his arch rival Saiduzzaman was 
made home minister. He started a pro¬ 
paganda campaign against Saiduzzaman on 
communal lines and tried to create adverse 
opinion against him among the Hindus. 

Here it is necessary to focus attention on 
two other facts. Muzaffar Nagar is a pro¬ 
sperous and fast developing town. Business 
in the town is controlled by Hindu upper and 
middle castes. The economic prosperity of 
the Hindu businessmen has developed 
among them political aspirations which, 
among growing petty businessmen, more 
often than not finds expression through 
traditional religious and communal channels. 
In UP today Hindu militancy is growing 
within this urban petty bourgeois class and 
various Hindu organisations like the Bajrang 
Dal, Shiv Sena (not connected to the Shiv 
Sena of Maharashtra), Vishwa Hindu 
Parishad, etc, are striking roots among these 
classes. Hukam Singh has exploited to the 
maximum the sentiments of the trading 
Hindu class so that Saiduzzaman becomes 
unpopular in M uzaffar Nagar and loses his 
base. 

The Hindu communal organisations, on 
the other hand, use lower caste Hindus like 
Balmikis and Jatavs as their instruments as 
these castes also aspire to acquire upper caste 
status in society and are carried away by 
Hindu communalist propaganda. The sharp 
caste consciousness among lower caste 
Hindus is limited to the urban educated 
middle classes, but the illiterate poor can he 
easily swayed by upper caste Hinou mili¬ 
tancy. The Hukam Singh group was in 
league with Hindu businessmen who in turn 
exploited the Balmikis and Jatavs. This is 
shown by an incident. When seven Balmikis 
were arrested on October . 12 for the 
murder of a woman in Ram Ka Tila locality 
the previous day when communal riots had 
erupted afresh in the city and the neighbour¬ 
ing town of Khatauli, there was widespread 


protest by hard core Hindus who staged a 
demonstration outside the Kotwali police' 
station to demand their unconditional 
release. 

The dynamics of the communal problem 
among Muslims is slightly different. There 
is no significant business class among the 
Muslims in the north. However, there are 
artisans-turned-entrepreneurs. These arti¬ 
sans are considered of lowly origin and do 
not enjoy very high social status in Muslim 
society. However, some of these artisan- 
turned-entrepreneurs have acquired a 
measure of economic prosperity and have 
developed political aspirations. Religion has 
a greater grip over these artisans and for 
them the easiest way to achieve their political 
aspirations is to politicise their religion. Ever, 
otherwise in the changed situation in India, 
the Ashraf-Ajiaf dichotomy among the 
Muslims is getting blurred and Muslims of 
the Ajiaf category are seeking higher social 
status through religious revival. 

Saiduzzaman has a feudal background 
and is alleged to be contemptuous in his 
attitude towards Muslims of the Ajiaf 
category. He reportedly uses vulgar language 
for Muslims of lowly origin including the 
Pathans. The majority of Muslims in 
Muzaffar Nagar are from the ‘lowly’.cate¬ 
gories and belong to various caste bindaries 
(fraternity). They are re.seniful of the role of 
Saiduzzaman. But the irony is that the 
Hindus feel that in the last 23 years a 
Muslim has been given an important port¬ 
folio and as a result the Muslims have 
become aggressive 

It was reported by many that Hukam 
Singh had used one Rajnish Mittal, who was 
formerly a Youth Congress president and has 
now taken over as president of the local Shiv 
Sena, for instigating the riots. It is because 
of this that local Muslims blame ‘trishul- 
dhari’ Shiv Sainiks for instigating the com¬ 
munal violence and do not understand the 
inner dynamics of Congress politics which 
played the decisive role in fomenting the 
communal trouble. 

The main incidents took place on 
October 8 and 11, when both the ministers, 
Hukam Singh and Saiduzzaman, were pre¬ 
sent in the town. On October 8 a call for UP 
bandh had been given by the Hindu com¬ 
munal organisations in protest against the 
proposed march by the Babri Masjid Action 
Committee on October 14. On the day of 
the bandh Shiv Sena volunteers forced 
Muslims to close their shops which the 
Muslims resented. One Mohammad Azhar 
who runs a hotel near Sarwat Gate was 
stabbed and had to be hospitalised. One 
shop of a Hindu was burnt by Muslims near 
Khalapar and two other shops belonging to 
Hindus were burnt near the residence of 
Saiduzzaman. Following these incidents 
curfew was imposed. However, the curfew 
was lifted on October 9. Many people main¬ 
tain that this was an unwise move on the part 
of the administration. On October 10 two 
Ramliia actors were arrested for taking part 
ip rioting on the 8th. Some Shiv Sena acti¬ 
vists were also arrested. Ibnsion mounted 
due to these arrests and curfew had to be 
reimposed the same day. 

On October 11 a peace committee was 
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formed at the residence of Saiduzzaman and 
the committee took out a procession during 
the curfew hours. On the other hand, the 
supporters of Hukam Singh were demon¬ 
strating for the release of the Shiv Sainiks 
at Kotwali. The two groups met at a point 
and began to exchange heated arguments. 
The police force was quite insufficient. The 
majority of the peace marchers with Saiduz¬ 
zaman were Muslims. The Shiv Sena acti¬ 
vists began to beat up the Muslim peace 
marchers sparing the non-Muslims. This 
sparked off the riots and led to the massacre 
of innocent people. As usually happens, 
most of those killed were rikshaw-pullers 
and other poor people. Official reports put 
the death toll at 35. However, it is difficult 
to establish the correct figure. Several 
persons are missing and many of them are 
from outside Muzaffar Nagar. The Muslim 
population in the town is scattered in Hindu 
localities, not many casualties have been 
reported from these localities. I H Najam, 
echtor of Doaba Times, who lives in a Hindu 
locality said that nothing had happened 
there. On the other hand, Mallupara and 
Khalapar are Muslim-dominated areas. It 
was said that 9 persons from these two 
localities were killed. In one Muslim family 
the mother and daughter were killed. One 
rikshaw-puller reported that his brother's 
son had died as a result of beating by the 
police. Most of those killed were villagers 
from nearby areas who come here to work 
as rikshaw-pullers. The main reason was that 
they could not go back to their villages as 
curfew was imposed suddenly on October 11 
for the second time. No doubt those killed 
were from both communities but community- 
wise estimates vary. The highest for Muslims 
is 60 and that for Hindus is 27. Forty-five 
shops belonging to Muslims were said to 
have been burnt while three shops of Hindus 
met with the same fate. 

Khatauli 

Khatauli is close to Muzaffar Nagar. Its 
total population is around 50,000 of which 
Muslims are nearly 12,000 or around 25 per 
cent. This town had also been free from 
communal violence like Muzaffar Nagar. 
Communal tension began to be felt only 
from September this year. Here too, as in 
Muzaffar Nagar, the Congress (1) and the 
Shiv Sena played the main role in fomenting 
communal trouble. Though the Babri 
Masjid-Ram Janmbhoomi controversy did 
play a role and seems the apparent cause of 
the communal flare-up in Khatauli too, the 
real dynamics of communal violence was 
provided by the municipal elections which 
were due on November 30 and related 
Congress (I) faction fights. 

There are in all 24,000 Hindu and 7,500 
Muslim voters. But Hindu votes are divided 
among Jains, Agarwals, Punjabis and others 
and Muslim votes were thought to be united 
and hence decisive. The Shiv Sena gate a 
slogan for Hindu unity lest the Muslims 
capture the chairmanship of the munici- 
pality^This prop'aganda had its effect. The 
fact that the earlier chairman had been 
Abdul Ali of Congtess(i) and Parvez Zaidi 
had also filed his nomination for the 
chairmanship reinforced this perception. 


On top of this came the call for the march 
to retrieve Babri Masjid. This coupled with 
the call for the bandh on October 8, pro¬ 
vided the needed spark. On October 8, a call 
was given for ‘prabhat pheris' by the Hindu 
organisations. After that some Hindu 
students took over the responsibility for the 
bandh. The Muslims resented the enforce¬ 
ment of the bandh and refused to close their 
shops. The students entered the Muslim 
localities at about 1.45 pm to force them to 
close the shops. One sweetmeat shop in front 
of the Jama Masjid was damaged. The 
Muslims retaliated and beat up some 
students who were in the forefront. Soon the 
whole city was devoured by communal 
violence. Curfew had to be imposed which 
continued uninterrupted for three days and 
thereafter it was relaxed gradually over a 
period of 15 days. TWo persons were killed, 
one Hindu and one Muslirn, and more than 
10 persons were injured. Some seven persons 
were in jail at the time of our investigation 

ALIGARH 

Muzaffar Nagar and Khatauli were never 
on the communal map in UP. These are new 
areas which have now become communally 
sensitive thanks to the emergence of vested 
interests and factional political fights in the 
Congress (1). However, Aligarh is in a dif¬ 
ferent category altogether and has witnessed 
several communal riots in the past. The one 
in the late seventies during the Janata regime 
was a very_ major one. 

There are several reasons for Aligarh being 
a communally sensitive region. One is the 
very presence of the Aligarh Muslim Univer¬ 
sity which the Hindu communalists feel very 
sore about and want to convert into a local 
university with the affiliation of all local 
colleges to it. The AMU has its own quota 
of communalists who seek to play their 
power game through this emotion^ channel. 
Aligarh is an important'centre of the lock 
industry with its business competition and 
rivalries and vested interests and exploiters. 

Ikking advantage of the surcharged 
atmosphere, some Hindu communalists 
sought to hang up a banner renaming 
Aligarh as Harigarh. This banner was being 
hanged up on October 8 near Sabzi Mandi 
Chauraha in between Jama Masjid and 
Abdul Karim Chowk. This place in fact 
divides the Hindu and the Muslim localities. 
The banner declared that ‘Harigarh’ would 
observe the bandh on October 8. Some 
Muslims prepared a banner which read aqal 
ke andhon yeh Harigarh nahin, Aligarh hai 
(‘oh you with blind reason, it is not Harigarh 
but Aligarh’). As some Muslims were putting 
up this banner a mob of about 300 Hindus 
emerged from one of the roads leading to 
Kanvarganj from Sabzi Mandi and began to 
throw stones on those who had gathered 
near the banner. From another side some 
300 Muslims emerged ready to replay to the 
stone-throwing ^ the Hindus. The police 
opened fire and tne Hindus and Muslims 
dispersed in different directions. Thereafter 
a big group of Hindus marched towards 
Oahi Wall Cali where there is a ‘Phatak’ (a 
settlement behind a gate) of Muslims in a 
narrow lane called Bisatian ka phaUk. 


Violence occurred near this place. The 
Muslims indulged in stone-throwing in 
which some 20 Hindus were injured. Earlier 
at Sabzi Mandi Chauraha about 8 Muslims 
were injured. On Abdul Karim Chauraha a 
closed shop was set to fire. Subsequently 
many Hindu and Muslim shops were set 
ablaze in the Upper Coat area. More than 
half a dozen shops each belonging to both 
the communities were burnt. 

The police, it must be said, played an im¬ 
partial role during these disturbances. After 
the initial disturbances on October 8 there 
was peace on October 9. However, on the 
10th a Hindu said to be a close relative of 
a local BJP leader Krishna Kumar Nauman, 
was stabbed in the Rasal Ganj area. 
9auman, it should be noted, had played a 
major role in the communal disturbances in 
the late .seventies. 

As mentioned earlier, Hindu communa- 
lism is growing fast among some middle 
Hindu castes. In Aligarh city trade is mostly 
dominated by the Baraseni/Varshaneya 
caste. The Barasenis are very religious and 
take a keen interest in organising Ramlila. 
Krishnalila, etc. Their outlook in social and 
political mailers is con.servative and com¬ 
munal. They even insist on calling Aligarh 
as Harigarh. They generally finance Hindu 
communal groups. Religious zeal combined 
with money makes a dangerous combina¬ 
tion. In all communal riots this community 
plays an important role. Krishna Kumar 
Nauman is the main leader of this 
community. 

Aligarh, as any other city, has its own 
quota of anti-social elements. There are 
quite a few among the Muslims who become 
active during disturbances. Some of them 
are patronised by religio-political groups and 
are provided with the wherewithal to spread 
violence 

Also, one cannot ignore the simmering 
discontent in the lock industry in Aligarh. 
There is so much exploitation of workers, 
specially the child labour, that attention 
needs to be diverted to other emotional 
channels. Communal violence is often used 
by exploiters in both communities to divert 
the workers’ attention from their dismal con¬ 
ditions. Due to illiteracy, backwardness and 
lack of powerful trade unions, it is easy to 
keep workers embroiled in communal 
conflict 

Competition between Hindu and Muslim 
entrepreneurs also plays its role. One 
Samiuddin has the agency of Pahalwan Bidi 
in Phatak Bisatian adjacent to Dahiwali 
Gaii. He has a flourishing business. It was 
reported to us ihai some people wanting to 
snatch the agency away from him were in¬ 
volved in the communal trouble. There are 
35 Muslim families in this otherwise Hindu- 
dominated area. Some of these Muslim 
families run good businesses. We were told 
that whenever riots took place in Aligarh, 
this area was invariably affected. There is^a 
constant attempt to dislodge Muslims from 
here. In the riots of 1978 and 1980 about 10 
people were killed in or around Dahiwali 
Gaii. Six Muslim families ultimately left for 
Pakistan. Samiuddin, who has the bidi 
agency was arrested during the current riots 
and until the time of investigation (early 
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December) was in jail. 

In the current riots which started on 
October 8 our investigations show that some 
five persons were killed, three of them 
Hindus and two Muslims. All the killings 
took place on one day, i e, October 10. 

The communal situation in UP is extreme¬ 
ly precarious, specially on account of Ram 
Janambhoomi-Babri Masjid controversy. 
But the government seems to be hardly 


bothered about it. The agitation from both 
sides goes on, further exacerbating the situa¬ 
tion. There are enough demagogues among 
the Muslims aspiring to be all-India leaders 
over the dead bodies of Muslims and there 
are militant Hindus -who see in this con¬ 
troversy an opportunity to wreak what they 
consider ‘historical revenge*. And the govern¬ 
ment is making its own political calculations, 
playing one against the other. 


Growing Discontent in the Baltic 
Republics 


Causes and Consequences 


R G Gidadhubli 


The situation in the various Baltic republics is quite complex. The 
demand for greater autonomy on the part of the republics in 
managing their economies and developing their socio-cultural life 
may be accepted in principle since it is not incompatible with the 
democratisation process initiated by Gorbachev. But the 
expectations of the people of the Baltic republics go far beyond 
that. Hence, they may continue their struggle in one form or the 
other. 


ON November 16, 1988 a constitutional 
hitch was created with the enactment by the 
special session of the Supreme Soviet of the 
Estonian SSR concerning the law of the 
republic. This enactment made amendments 
and additions to the constitution of the 
Estonian republic For instance. Article 3 of 
the law relates to the introduction of private 
property. Article 4 enables the republic to 
have exclusive ownership of land, minerals, 
water and other natural resources and of a 
part of the basic production funds and other 
properties of the state Under Article S, the 
law enacted by the USSR is to be considered 
as provisional. It can be rejected or be sub¬ 
jected to limits to be set by the Supreme 
Soviet of the Estonian republic In other 
words reserving veto power over the laws of 
the USSR. 

This unusual event has naturdly drawn 
the attention of the world press and mass 
media. A query was made in Delhi by a 
journalist to Mikhail Gorbachev on this 
issue during his visit in November 1988. 

As reported in Pravda on November 21. 
1988, at the behest of the Supreme Soviet 
of the USSR, the latest law enacted by the 
Estonian Supreme Soviet was discuss^ by 
the relevant committee The chief of the 
working group of the committee V I Vasilev, 
doctor of law made several observations and 
opined that the declaration of the Supreme 
Soviet of the Estonian SSR about the 
sovereign righu of the republic did not cor¬ 
respond to the norms of the existing con¬ 
stitution of the USSR. It was further noted 
that the article relating to private property 
^ntradicted the foundations of Soviet social 
^isfruction. Similarly. Article 4 of the new 
hpa dl the Estonian republic contradicted 
Aril Ic 11 of ttve constitution of the USSR 
according tbijSvt^h objects of nature belong 
to the entire Soviet people and Anther the 
/• 


means of production in the Estonian 
republic are also created by the labour and 
resources of all other republics. Above all, 
it is reported, acceptance of the norms of 
Estonian law will lead to some sort of the 
union of states with very weak internal links, 
breaking away from the very basis and prin¬ 
ciples of the existence of the Soviet state. 

It is significant to note that this constitu¬ 
tional crisis has been spearheaded by the 
Estonian republic which is the smallest in 
terms of territory (0.2 per cent of USSR) and 
population (0.5 5 per cent of USSR in 1987). 
Moreover, with the two other Baltic republic^ 
Latvia and Lithuania, Estonia joined the 
Soviet Union only on the eve of the second 
world war, i e, after 22 years of the October 
Revolution during which it enjoyed indepen¬ 
dent sovereign status. 

While it is too early to spedulate about the 
outcome of this constitutional hitch, a new 
chapter has been opened in the history of 
the USSR. The solution to the new problem 
is not likely to be easy and early because the 
problems which hove given rise to this situa¬ 
tion ore quite complex and deeprooted in the 
socio-economic and political processes, 
accumulated over the last several decades. 
The opportunity to frankly and openly ex¬ 
press resentment about worsening socio¬ 
economic conditions in the country was 
possibly best provided by the policy of 
perestroika and glasnost which Mikhail 
Gorbachev initiate at the 27th Congress of 
CPSU and was reinforced at the 19th Con¬ 
ference of CPSU in the summer of 1988. In 
this context, it may be worthwhile to recall 
meetings and demonstrations which took 
place in various parts of the country 
including the Baltic tepubHcs. A major event 
in this regard is the plenum of the union of 
writers, artists, architects, journalists and 
experts held in Riga on June 1 and 2,1988 
in which aAer detailed discussions and 


deliberations a resolution was adopted. Foij 
the first time the full text of this resolution 
(hereaAer referred as resolution) was pub¬ 
lished in Russian from Riga, the capital of 
Latvia, in the monthly journal known as 
Rodnik, No 9, September 1988 which gives 
details of the demands of the Latvian peo¬ 
ple for their rights to safeguarding the in¬ 
terest of Latvian nationality including their 
language, culture, economic development, 
environmental protection, health, education 
and so on. 

In the opinion, of \hris Peters, one of the 
chief organisers of the plenums, this resolu¬ 
tion is signiAcant in the sense that it reflected 
the intellectual thinking of Latvia and 
brought out a document on which further 
action programme was being worked out. 
The objective of the authors of this resolu¬ 
tion is to ensure sovereignty of the republics 
and real equality of nationalities. It is, 
therefore, worthwhile to understand the 
essence of this resolution which is likely to 
play an important role in the politco- 
economic life of the peoples in the Baltic 
republics which are situated in the north¬ 
western corner of the USSR. 

Safeouardinc the Interest of 
Nationalities 

One of the major social concerns of Latvia 
and Estonia is that in their respective 
republics, their own nationalities, i e. 
Latvians and Estonians have been reduced 
to a minority status, i e, less than half of the 
population in the respective republics. This 
is due to specific demographic situations 
that have evolved during the last 2-3 decades, 
being characterised by the lowest population 
growth in the country. Population growth of 
these nationalities in mid-80s has been 0.3 
per cent per annum which is about one-third 
of the average for the country and one-tenth 
of the central Asian republics of the USSR. 
This has resulted in a sharp decline in the 
share of Baltic republic in the total popula¬ 
tion of the country. From about 4 per cent 
in 1960 the percenuge shar,e of the three 
Baltic republics in 1987 was reduced to 2.7 
per cent. In-migration of labour resources 
on a large scale has taken place which has 
been the result of the economic policy of the 
country in setting up hundr^s of large 
enterprises relating to engineering, radio- 
electronic agricultural machinery, chemical 
industries from the viewpoint of the country 
as a whole. For instance, in 1987 alone 
natural increase of population of Riga, the 
capital city of Latvia, was only 2,956 out of 
the total increase in the number of registered 
residents exceeding I0,2(X), coming from 
other republics of the country. In order (o 
retain the identity of their republics an i 
safeguarding the interest of their nationali v 
the authors of the resolution have empha¬ 
sised the need for strict regulations and con¬ 
trol over the process of migration and that 
the question of outside labour should 
decided by the local Soviets. 

Economic and Ecolooical Issues 

The resolution empba^s«i economic and 
ecological jnoblems of the Baltic republics 
whidi ore among the most developed regions 
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of the country, they ^rere rdatMy well 
developed when they joined the unit. In the 
absence of energy and mineral resources, the 
industrial structure of the republics is 
characterised by heavy engineering and pro¬ 
cessing units. However, almost the entire out¬ 
put of these industrial units is despatched 
to other parts of the country and abroad. 
The production capacity of most of the 
industrial units is determined by the needs 
of the country but is disproportional to the 
capacity of the republics to provide neces¬ 
sary infrastructure. What is more, these huge 
enterprises are located in a few cities causing 
major environmental problems. In the 
resolution it is observed that the ecological 
characteristics of the region and its historico- 
cultural types were not considered. The con¬ 
dition is reported to be catastrophic and 
therefore the authors of the resolution have 
demanded that the policy and the perfor¬ 
mance of the council of ministers and of the 
Gosplan of Latvian SSR in socio-economic 
development need to be evaluated. Besides 
demanding strong sanctions against enter¬ 
prises causing environmental pollution 
including their closure, the authors of the 
resolution call for research to determine 
ecological effects and economic utility of the 
construction of atomic power stations in 
Leipask region and also of Ekapilsk atomic 
power station. This is significant because 
while Baltic republics are rich in energy 
resources, a good portion of the power 
generated by the atomic power units situated 
in the western European part of the USSR 
is to be supplied to other socialist countries 
It has been observed that environmental 
problems are also caused by industrial wastes 
of enterprises and by a large number of 
tourist camps established by enterprises and 
also union ministries at sea resorts of Latvia. 

In the opinion of the chief architect ol 
Riga and one of the authors of the resolu¬ 
tion, Gunas Asaris, despite decisions of the 
CC of CPSU and the council of ministers 
of the USSR in June 1981 for limiting the 
construction of enterprises in large cities, 
there were directives by the ministries at the 
centre to reconstruct and build as many as 
100 industrial units in Riga, Yurmal and 
Liepac in Latvia. Among them are the Riga 
wagon building plant, radio electronic unit 
VEF, diesel machine building plant, agro¬ 
engineering plant, ‘kompressor’ and so on. 
Asaris contends that much against provi¬ 
sions of norms, objections of local munici¬ 
palities and of even the authorities of the 
republic were not considered. In other words, 
decisions are taken without consideration of 
the local interests and viewpoints, which is, 
perhaps, one of the major causes for dis¬ 
content in the Baltic republics and in the 
country as a whole. 

In the Soviet context the problem from the 
viewpoint of the republic is quite complex. 
All the enterprises mentioned above are 
affiliated to union ministries and investment 
on a huge scale is made directly by the 
centre. But the civil engineering and other 
infrastructure facilities including housing, 
etc, ore to be provided mainly by the 
republics where the units are located. The 
Bidtic repubUcs, particularly Estonia and 
Latvia, find it difficult to provide these 


facilities with their limited strength of con¬ 
struction workers. But republics and local 
Soviets often get directives from ministries 
and party organs at the centre to execute 
these jobs while the republics are unable to 
build, as per accepted norms, socio-cultural 
projects such as concert halls, cultural 
palaces, libraries, cinema halls and so on to 
provide necessary avenues for recreation and 
entertainment for their own citizens. It is 
observed that even by 1990 only 60-65 per 
cent of the needs of Riga for socio-cultural 
avenues can be met, which has led to the 
deterioration of the quality of life in the 
republic. 

Another important consideration is the 
inadequate housing for the people of the 
republics. With rapid increase in in-migtation, 
the Baltic republics complain that they are 
unable to provide adequate housing facility 
for their own citizens. But at the same time 
very often in-migrating people get priority 
over local people in getting housing facility. 
It is observed that the republic has to bear 
the cost of providing housing and other 
infrastructure without receiving any share of 
300 roubles per worker per annum paid by 
enterprises .for this purpose since this is 
utilised by the union ministries directly to 
which the enterprises are affiliated. In the 
opinion of Gunas Asaris, with the con¬ 
centration of economic activities in Riga, the 
number of families in need of housing has 
exceeded 75,000. This is a great burden for 
the republic and an abnormal situation since 
already 35 per cent of the population of 
l.atvia is concentrated in Riga. ' 

Another important development in the 
Baltic republics is the 3-day meeting of the 
specialists from Gosplans of Latvia, Estonia 
and Lithuania in Riga on September 21-23, 
1988 to work out a new model of economic 
development of republics and regions in the 
light of the June 1987 plenum of CC of 
CPSU and the 19th All-Union Conference 
of CPSU. The three Baltic republics have 
worked out basic principles of khozrashyoi 
(cost accounting) of republics and a new 
model of relations between federal republics 
and the centre. This document published in 
the daily paper Rigas . Bahs (meaning 
Evening Riga) of September 28,1988 is quite 
radical reflecting in a great measure the 
essence of the June resolutions of Riga by 
writers, artists, architects and so on. As per 
these principles, the republics should have 
the sovereign right over the entire property- 
land, water, minerals, and also enterprises 
and infrastructure built from the expenses 
of the state. In short, except objects of all- 
union importance of defence which will be 
owned by the all-union ministry and 
operated on long term agreement between 
the centre and republics, all other objects 
should be owned ^ the republics which will 
have authority to manage and utilise the pro¬ 
perty located in the republics, the union- 
republic relations are to be governed on the 
principles of delegation of powers by the 
republics to the centre as regards defence and 
foreign policy for which necessary payment 
is to be made through the budget of the 


republics. The rest of functions concerning ‘ 
economy, finance, banking, transport, 
foreign trade, pricing, employment, etc, will ; 
be independently carried out by the ; 
republics. 

Whether or not these proposed principles • 
of kkoznshyot governing union-republic 
economic relations are accepted, they are . 
diametrically opposite to the existing norm , 
of super centralisation where powers of the 
republics are highly restricted. In a sense the 
declaration of the Supreme Soviet of the 
Estonian republic has many things in 
common with the principles of khozmshyot 
proposed by the Baltic republics. 

Language and Education 

Issues concerning language, education ; 
and culture have assumed great importance " 
in the agitation for national identity in the - 
Baltic republics. The authors of the resolu¬ 
tion propose that in the constitution of ... 
Latvian SSR there should be provisions to , = 
make the Latvian language the state language ; 
of the republic on the same lines as it exists | 
in the constitutions of Georgia, Armenia, 
Azerbaijan, SSR. In other words, in all the 
organisations in the Latvian republic, the ^ 
Latvian language will have to be made com- ; 
pulsory. With that in view one of the ' I 
demands in the resolutions is the need for ■ | 
education, including higher and technical. 
education in the Latvian language. In i- 
E.stonia too a similar demand has been made I 
to make the Estonian language compulsory 
for those engaged in administration, maiuige- 
ment of enterprises and even trading orga- ' 
nisations. As noted earlier, the Lithuanian 
Supreme Soviet has already passed a resolu- j 
tion making the Lithuanian language as the 
state language of the republic }'. 

The sentiments on the language question f 
seem to be quite strong and that Baltic | 
republics want to restrict the use of Russian 
language to the extent to which relations J 
with the union and other republics are to be 
carried out on official basis. This may affect | 
the peoples of other nationalities and 
language groups residing in the Baltic'^ 
republics. . 

Concerning education, it is pointed out 3 
in the resolution that Latvia should have ')! 
autonomy in organising teaching and % 
scientific works in educational institutions J 
in the republic to enable them to give due W 
consideration to the national traditions and 
regional requirements. Further the authors 
of the resolutions demand wide possibilities 
to go abroad for higher education. 

Measures Initiated 

The central leadership of the country has V 
made some efforts so far to find solutions i 
to the problem of nationalities and union- j 
republic relations. Several top leaders in- 
eluding Yakovlev and Medvedev visited the % 
Baltic republics recently to discuss the issues'^ 
with local leaders. Gorbachev had alsolT-^ 
visited the Baltic republics in his campaign i 
for perestroika. But the problems in the 
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Baltic republics as also the conflict between 
Armenia and Azerbaijan are far from being 
solved which is a clear indication of the lack 
of harmony among various nationalities in 
the country. 

On November 12, 1988 Pravda and other 
leading papers carried the proposal of the C C 
of CPSU to initiate nation-wide discussion on 
improving relations among nationalities in 
the USSR, which is proposed to be taken up 
at the plenary session of the CC of CPSU 
in the middle of 1989. Major issues concer¬ 
ning the socio-cultural aspects of nationa¬ 
lities, khozrashyoi principle of economic 
development of the republics, autonomous 
regions, and also union-republic relations are 
to be discussed at various levels and pro¬ 
posals made before the plenary session takes 
place. 

In the meantime the presidiums of the 
Supreme Soviets of RSFSR, Ukraine, 
Kazakstan have opined that the amendments 
carried out by the Supreme Soviet of 
Estonian SSR contradict the principles of 
socialist federalism embodied in the con¬ 
stitution of USSR and does not help the 
development of a unified multi-national 
state. 

in L ithuania, the situation has become 
complex with informal creation of organisa¬ 
tions of two groups—S'ivudw, in which 
mainly Lithuanians are represented and 
Edinsivo comprising people speaking mainly 
the Russian language in Lithuania. Sayudis 
has demanded radical amendments to the 
constitution of the republic which is not con¬ 
ceded by the Supreme Soviet of the republic. 
It has succeeded so far only in making the 
Lithuanian language as the official language 
of the republic. It has also called for another 
special session of the Supreme Soviet of the 
republic for which a wide signature cam¬ 
paign is going on to discuss amendments to 
the constitution. Similarly frontal organisa¬ 
tions have emerged in Latvia and Estonia 
repre.senting the conflicting interests of local 
nationalities speaking mainly the native 
language on the one hand and of other 
nationalities residing in the republics such 
as Russians, Ukrainiai^ etc, on the other. 

Hence, the situation in the various 
republics o, the Baltic region is quite 
complex. The demand for greater autonomy 
on the part of republics in managing their 
economies and developing their socio¬ 
cultural life may be accepted in principle 
since it is not incompatible with the demo- 
cratisation process initiated by Gorbachev. 
But the expectations of the peoples of the 
Baltic republics go far beyond that. Hence 
they may continue their struggle in one form 
or the other. 

In the meantime the central leadership of 
the country may adopt a policy of carrot and 
stick with the Baltic republics by giving 
certain additional concessions in socio¬ 
cultural spheres and also giving a little more 
resources for economic development in¬ 
cluding infrastiuctural facilities while 
denying any radical constitutional amend¬ 
ments which, in their opinion, may con¬ 
tradict the constitution of the USSR, 


NOTICE 

It IS hereby notified for the information of the public that The Standard Mills Company 
Limited proposes to make an application to the Central Government in the Department 
of Company Affairs, New Delhi, under sub-section (2) of Section 22 of the Monopolies 
and Restrictive Trade Practices Act, 1969, for approval to the establishment of a new under- 
taking/unit/division Brief particulars of the propiosal are as under 


1 Name and address of the applicant 


Capital structure of the applicant 
organisation 


Management structure of the applicant 
organisation indicating the names of the 
Directors, including Managing/Whole-time 
Directors and Manager, if any 


4. Indicate whether the proposal relates to : 
the establishment of a new undertaking or 
a new unit/division 

5. Location of the new undertaking/unit/ 
division 

6. Capital structure of the proposed 
undertaking 

7. In case the proposal relates to the 
production, storage, supply, distribution, 
marketing or control of any goods/articles, 
indicate. 

0) Names of goods/articles 
(li) Proposed licensed capacity 
(ill) Estimated annual turnover 

8 In case the proposal relates to the pnovi- 
Sion of any service, state the volume of 
activity in terms of usual measures such as 
value, income, turnover, etc 

9 Cost of the project 

10. Scheme of finance, indicating the 

amounts to be raised from each source 


The Standard Mills Co. Ltd., 
Mafatlal Centre, 

Nariman Point, 

Bombay • 400 021. 

Authorised Capital; 

Rs. 15,00,00,000/- 
Issucd $t Subscribed; 

Rs. 11,05,55,300/- 
The Company is managed by the 
Whole-time Directors, subject to 
the Superintendence; control and 
direction of the Boa^ of Directors 
of the Company, consisting of; 
Shrl Rasesh N. Mafatlal—Chairman 
Shri V. Ramadural 

—Whole-time Director 
Shri C.C. Maniar 

-Whole-time Director 
Shri Russi Jal Taraporevala 
Shri Padmakant K. Shah 
Shri Harlsh Mahindra 
Dr. F.A. Mehta 
Shri J.P. Thacker 
Shri V.C. Valdya 
Shri Pradeep R. Mafatlal 
Shri M.L. Apte 
Shri R.C. Shah 
Shri A.C. Muthlah 
Shri R.S. Peddar 
Shri Deepak S. Parekh 
The proposal relates to the 
establishment of a new undertaking 

Backward area In the State of 
Maharashtra 


Same as per Item No. 2 


Maleic Anhydride 
10,000 Toni; pe. 
Rs. 2,700 lakhs 


Not applicable 
Rs. 2,900 lakhs 
Term Loans: 

Internal 

Generation: Rs 

Foreign Exchange 
Loan: Rs 


Rs 1,460 lakhs 
600 lakhs 
S40 lakhs 


Total; 


Rs 2,900 lakhs 


Any person interested In the matter may make a representation in quadruplicate to the 
Secretary, Department of Company Affairs, Government of India, Shastri Bhavan, New Delhi 
within 14 days*from the date of publication of this notice, intimating his views on the 
proposal and indicating the nature of his interest therein 

FOR THE STANDARD MILLS COMRANY LIMITED 

B D. QATAR 

Dated this 29th day of December, 1988. SECRETARY 

Regd. Office: 

AAafatlal Centre, 

Nariman Point, Bombay - 400 021 
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Foreword 


THE WORLD TRADE CEN I RE, Bombay, hosted the XIX General 
Assembly of the World Trade Centers Association (WTCA) New 
York during November H-I8, 19HH, at Bombay This international 
conference was attended by nearly 400 overseas delegates and 
100 Indian delegates 

The theme of the General Assembly was “International Trade: 
The Silent Language of Global Integration” Plenary sessions 
focused attention on the important current issues such as GATT 
Uruguay round. North-South trade, and world trade catalysts 
Besides, the meetings of various committees of the WTCA also 
discussed niattcis and issues pertaining to international trade such 
as potiL 7 . information and communications, legal aspects, future 
trends, research and development, facilities, clubs and chambers, 
etc, with special reference to the World Trade Centres 

This special feature briefly provides the derails of various issues 


discussed during the General Assembly. It also includes the ad¬ 
dresses and papers presented by the dignitaries such as Dinesh 
Singh, union minister for commerce, Manmohan Singh, secretary- 
general of South Commission and L M Thapar, an industrialist. 

The World Trade Centre, Bombay, has been established by the 
M Vlsvcsvaraya Industrial Research and Development Centre, s 
non-profit, public institution conducting research and develop 
ment activities in the areas of international trade, technology and 
marketing. The centre is the first of its kind in India and is a 
regular, operating member of the World Trade Centers Associa¬ 
tion (WTCA), New York, that has more than 166 members spread 
over 56 countries. The WTCA, was formed in 1968 to promote 
international trade. It has, over the years, become one of the 
world's premier international business organisations 


International Trade: The Silent Language of 

Global Integration 


SURPRISINGLY the world economy has emerged on top after 
the traumatic experiences it underwent in the 70s and 80s, and 
ultimately the Octobei Crash in 87 Though it has shown the 
resilience of an old fox, the problems have by no means found 
an answer The Group of 77 which met in June 1988 at 'Ibronto 
has come nowhere near clearing up the mc.ss and the solution 
seems to be an Utopian dream, 

, The developed nations are facing their own problems. For ex¬ 
ample the US IS facing a large internal deficit as well as a massive 
trade deficit, especially with the influx of its trade with the Asian 
giant—Japan And the US cannot adopt a protectionist policy for 
obvious reasons The developing nations including the third 
world have not broken much ground either. Their debt burden 
has gone up many times in spite of the fact that the G-77 wrote 
off their debts to a large extent Their problems have been com¬ 
pounded by the fluctuating exchange rates, low rate of invest 
ment return which discourages investors and entrepreneurs. Both 
the groups am hieing a severe pressure on their exchequer because 
of the increase in petroleum consumption and of other related 
products 

However the world economic system does have several 
strengths The loss of * 500 billion during the October Crash 
in 198'’ has been absorbed without any murmur, other than the 
initial panic Also, the developed countries have realised that they 
cannot protect themselves by being protectionist and by just look¬ 
ing after their own economy. The major issue facing the 
developed countries are reduction of fi.scal and current account 
imbalances, containment of inflation, reduction of structural 
rigidity and deregulation of financial markets 

Comparatively, the developing countries have to move a moun¬ 
tain, The problem of resource management, depreciation of their 
cufreocy Wlifes. difficulty in fulfilling contractual debt obliga¬ 
tions and th«l\'er-present bottleneck of technological backward¬ 
ness For example, the current aggregate debt of all developing 
countries put together rose from I 1.20 trillion in 1987 to $ 1.24 
Urillion in ^88. 

looking iSroadly into the main economic regions viz. the 
Eastern bloc, tM third world including NlCs, and Europe and 


North America, one finds that al], except the third world, have 
a large amount of intra-and interdependence for their overall in¬ 
dustrial and economic growth. For example, the EEC is affected 
by the trade relations of the individual member countries, while 
the eastern bloc has to compulsorily depend upon its own sat- 
tellite and member countries for infrastructural growth. The third 
world has no such resort to make up any deflciencies. They are 
compelled to adopt lone-wolf strategics and even though they 
can avail many concessions through the international moncury 
agencies and associations, they are Btcit^ too many problems 
internally, that the present help offered cannot make a great dif¬ 
ference in the long run. The Asian Development Bank has said 
that the position of the developing country membets would re¬ 
main at about the same level as in 1986 and 1987. The south 
Asian countries are expected to make a major recovery through 
a resuigencc in their agricultural production. 

In identifying the problem, half the solution is found The first 
and foremost need is to reactivate growth of the world output 
which still hasn’t come out of the doldrums it went into in 1982. 
The trading environment is being seriously eroded by the fact 
that the US trade deficit Is leading to protectionist demands. A 
collaborative effort is needed to solve the US problem without 
affecting the trading system and spirit. Commodity prices which 
have been falling continuously in the developing countries and 
exchange rate fluctuations, both in the long and short run has 
brought us face to face with the need to have a framework of 
rules and disciplines which would reduce the uncertainties 
revolving around these issues. 

The proportion of debt to GNP has reached frightening pro¬ 
portions with the ratio going as high as 61 per cent in Latin 
America and 70 per cent in Africa. The slow growth of industrial 
countries has made the interest rates creep up and the immediate 
pro.spects for the develt^iOg countries look very bleak indeed. 

The current disarray In the world economy has roots in the 
exchange rate insubility suiting from the early seventies the 
disproportionate distribution of recycled oil money, hardening 
of terms of aid, speculative interests and capiul flight from several 
developing countries to industrial nations. The Bretton Woods 
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edifice has become an arena where the L'S prefers to act The 
negotiating table is dusted only when conditions that are 
stipuiated are agreed to first 

With the whole world being very seif-centred and mercenary, 
a solution to these problems seems to be far off. But the presence 
of World Trade Centres will have to make a difterence to the 

Prosperity 

"THERE can be no greater guarantee of world peace than a pro¬ 
sperous world in which nations depend on each other ti»r their 
prosperity", said the minister of commerce Dinesh singh, in his 
address to the delegates at the inaugural ceremony of the General 
Assembly '88. After reviewing the current situation of interna¬ 
tional politics with particular reference to the conflict-ridden 
South-West Asian countries, the superpower thaw, and others, 
he concluded that both the political situation and the economic 
scene were undergoing transformation and readjustment He said 
that the superpowers are vulnerable now as various events like 
the ‘October Crash’ and the perestroika strategy have shown that 
they are not invincible and need to adapt to change He said that 
the danger of the world becoming segregated into regional groups 
w’lth homogeneous interests and thus becoming totally closed 
to and kind of exchange with others is a not far away reality to 
lie faced, if something is not done about this soon He emphasis 
ed the need for some basic changes 

Regarding the theme of the GA'88 he supported it 
wholeheartedly and he encouraged the W'ICA to hold many such 
meetings to improve the world trading citmate and pointed out 
that an apolitical oiganlsation like the WTCA is in a very good 
position to pave the way for lasting co-operation. 

He said that unless there is an equitable distribution in the 
quantum of benefits derived from foreign trade, interdependence 
of countries to move forw'ard, together, will remain as distant 
a dream as the desire of the developing countries to achieve a 
decent standard of living The problems of indebtedness of 
developing countries would only compound rather than exclude 
the Industrialised.nations from the ever worsening climate of 
world trade He condemned the "proliferation of protectionist 
measures" which affect the exports of the developing countries 
first when they have no other means to supplement their foreign 
exchange balance 

There were some problems which the developing countries 
could not control or solve, and it is in this context that multilateral 
aid programmes, exchange of know-how and other concerned 


climate of International trade The three places where the WTCs 
can make a difference is through the following objectives, to Co¬ 
ordinate. to Communicate and to Disseminate. In this context 
the GA '88 has a major challenge. The problem has been iden¬ 
tified and the initial moves have, to a certain extent, been deter¬ 
mined The Silent Language will now have to become very vocal 

for Peace 

facilities should be made avaiiable to them by the developed na¬ 
tions for mutual benefits in the long run These major problems 
on the trade front would receive certain answers and redefini¬ 
tions after the GATT—Uruguay niund of talk' to be held. 

Giving a short review about the Indian economic scene, he 
expressed optimism regarding India's future in the world market 
and a possible rc'Uigence in its internal economic environment. 
He hoped that this GA would give many of the delegates an op¬ 
portunity to study the country, meet and establish relationships 
with the Indian trading community 

Guy F Tozzoli. president of the World Hrade Centers Associa¬ 
tion, in his welcome address, reiterated the belief of the WTCA 
membeni that without doubt the world needed such an 
organisation. 

The WTCA president pointed out that, simple as the World 
TVade Center concept may be, it was not at all simple to establish 
a truly successful World Trade Center Referring to this General 
Assembly, the only time of the year when all members came 
together, Tozzoli observed that the task of the host WTC had in¬ 
creased considerably That was because of the increased number 
of members as well as the programmes he said. 

Giving a brief resume of the Inception and growth of the WTCA 
movement in its earlier suges, Tozzoli said that the idea of World 
Ttade Centets Association took root in 1968 when there wrere 
only a few WTCs in existence As the idea spread, the Association 
grew to the point where in mid-1988, there were 70 operating 
WTCs, 19 under construction and S2 In the planning stages, he 
said. 

Highlighting the basic purpose of the WTCA, Tozzoli said that 
it was to encourage the establishment of effective WTCs and to 
promote programmes of mutual assistance. The WTCA program¬ 
mes Tozzoli said, were founded on several fundamental beliefs. 
He listed them in the following order—(a) We are apolitical. We 
do not represent countries, (b) We do represent and serve the 
international business communities of our respective regions and 
(c) We help one another, making each World Trade Center a 
branch office of all other World Trade Centers 


Exposing India’s Potential 


IN one of the first addresses to the delegates of GA’88 T Balagopal 
director (exports) TELCO painted a very optimistic picture of 
the Indian industry today. Balagopal pointed out that today India 
was on the threshold of a new era of fast growth. This was ob¬ 
vious by the new thinking in the government which had sud¬ 
denly become more receptive to foreign collaborations Col¬ 
laborations have not been restricted only to technology transfer 
but there has also been an increase in financial participation from 
90 last year to 134 in the present year, he stated. 

The countries of collaboration primarily remain OECD coun¬ 
tries with 94 collaborations approved with West Germany, 78 
from OSA, 63 from the United Kingdom, 61 from Japan and 15 
from France. While there has been a significant increase in the 


number of collaborations approved from Japan there has been 
a decrease in those from France. >' 

India's huge domestic market, which remains largely unup- 1 
ped and can absorb goods. Is one of the internal strengths which 
would aid the country in withstanding the vicissitudes of trade, : 

Balagopal explained. In addition to this, there exists a large ] 

domestic savings of 22 per cent which is second only to China S 

amongst countries of that stature. Further, at all levels there is i 

a vast reservoir of trained technical manpower. S 

India also exports a vast amount of diversified products, once 
again mainly to OECD countries, but this is only because im¬ 
ports from these nations have to be balanced. 
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Consequences of Choice 


“NOW more ihan ever before the international awareness of man 
must match with the capacity he has developed in the areas of 
science and technoluKy." observed Lalit M Thapar, president, 
ASSOCHAM in his keynote address at the fitst plenary session. 
"This awareness" he stressed "must be leavened by a firm faith 
in the universality of mankind" and that “man will realise himself 
only in the context of this wider humane personality." 

"There Is clearly a lack of understanding that in our interrelated 
world order, the health of the developing countries influences 
that of the developed " At the same time, Thapar also observed 
that the developing countries cannot be absolved of not having 
"uniformly or consistently made the best use of their limited 
resources or having availed themselves of the experiences and 
expertise which foreign capital and technology offer." “There 
are instances where resources were plainly misused or wrong 
priorities led to their wastage" he added. 

Opening with a brief review on India's particular situation he 
said that “India pnivides a classic example of the choices that 
were made after pM>litiraI independence gained in 1947". “At the 
national level," he clarified, "policy makers seek, in principle, 
to secure the welfare of the largest number of people. Hoc too, 
the backgrountl and ideals of the policy makers decide the op¬ 
tions that are chosen " 

Thapar encouraged glohali,sation of trade on the principles of 
the EEC and stressed on the need for multilateral negotiations 
which will enhance the process of globalisation in the more im¬ 
portant areas of trade, technology, research, and product 
development 

He pointed out that the industrialised nations were trying to 
include services into the ambit of (lATT He called it an instance 
where the developed nations were trying to make mileage for 
their own selfish interests because they have highly advanced 
telecommunication systems 

Putting up a strong case against non-tariff barriers, he said that 
developing countries which are a hetentgeneous group are 


relatively less competitive. Xilking about developed countries 
Thapar mentioned the fact that the US which had traditionally 
an open attitude to' trade and over the years was reducing uriff 
barriers, is now forced to go in for protectionist measures. It had 
been estimated that special trade protection in 18 industries had 
resulted in US consumers paying US I S4,000 million more in 
prices in 1984! 

Without negotiations non-tariff barriers would lead to retalia¬ 
tion and result in a decline in world trade. In such a situation 
nations resort to more and more bilateral trade deals and counter 
trade. 

Dismantling of trade and non-trade barriers will only be achiev¬ 
ed in stages. Thus, he stressed the need to work out a strategy 
that will help enlarge trade without undue disruption to the 
economics or exports of different countries. 

Thapar closely related the new protectionism to excessive fluc¬ 
tuations in exchange rates and mis-aiignment of currencies In 
this context he stressed fluctuations like over valuation ol the 
dollar and its slide-down in recent times Fluctuation of this kind 
are not conducive to economic or trade growth, because they 
throw the relative exchange rate position out of gear He at 
tributed the above factors to the 1980's witnessing low or nil 
growth rate in comparison with the la.st three decades “Develop 
ing countries have not had their share of the science and 
technology which has been gnrwing exponentially in the 
developed nations". Lack of this access has denied them the fruits 
of economic development. 

Contrasting the di.sturbing figures relating to the world's pover¬ 
ty with the trillions spent on arms, he called for the spirit that 
prevailed at Dumbanon Oaks and Yalra in matters concerning 
politics and Bretton Woods in matters concerning economics the 
need for reconstructing relationships on more rational lines, is 
the need of the hour as the world is delicately poised at the cross 
roads 


Strengthening Third World Bonds 


AT the first plenary session the topic of discussion was the “Im¬ 
pact of the CiAT f-l Uruguay Round on International Business." The 
panel speakers who were invited to give viesys from around the 
world were S Saxena. Roger Ourset, Stephen Lande and 
K Sivaramakrishnan 

At the outset Saxena of the Indian Institute of Foreign Thide 
mentioned two different kinds ot people—the iasiders who knew 
what the GATT-liruguay round was all about and those rank out¬ 
siders Who dismissed it as a “merry-go-round." He mentioned 
that for the first time (JATT negotiations covered areas which 
were never convered—areas like agriculture, tropical produce, 
services and intellectual property rights. Another area of discus¬ 
sion was the unfinished matter at the Tokyo round—namely 
safeguard measures and the dispute settlement process under 
GAIT 

The European view was presented by Roger Ourset, professor 
of marketing and internationai busine.ss at Paris. In general, he 
said that GATT policies do not hold much interest for the business 
communities The EEC will stand on the principle of globality, 
as now the EE(. nfiftnbci?. are aw’are of what is at stake. He men- 
L tinned that some people feel that trade under GATT is not 
Shaufficient—that there should be more co-operation. In conclu¬ 


sion, he feels it is too early to advance any certainty on the ef¬ 
fect of GATT-Uruguay round. 

However; he feels that while GATT negotiations are fundamen¬ 
tal for international trade, he suggested that international trade 
was a matter of companies and not states and the best way to 
protca or gain market shares was to have a better application 
of the "fine art of international management.” 

The president of Manchester Ihide, Stephen Lande pointed out 
three different trends in negotiations that were seen in the GATT- 
Uniguay round. He said that if there were more efficient 
multilateral agreements, there would be less need for bilateral 
agreements and even less need for unilateral agreements which 
can be diversionary. 

In his view, since the GATT was supreme, the US could not 
use retaliatory provisions if it felt that the other country's trade 
barriers were restriaive. Further, he stated that countries other 
than the US were too concerned with what they would have to 
give up and hence were more defensive at the negotiations. 

The last speaker, K Sivaramakrishnan, a director in the ministry 
of commerce, stressed the fact that in the GATT-Uruguay round 
a most complicated task was attempted Developing countries, 
he said were concerned with strengthening of multilateral trading 
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system! and the GATT principle of non-discrimination was be¬ 
ing violated in the negotiations on textiles and multi-flbrc. 

Similarly, he mentioned that with regard to intellectual pro¬ 
perties and patents, the latter often restricts the development of 
certain products in developing countries. While recognising the 
commercial interest of the country seeking the patent, the in¬ 
terest of the other country should not be overlooked. He insisted 
that a "patent must be an instrument of growth and develop¬ 
ment and not a hindrance." 


When questioned whether the business community did pro¬ 
vide any inputs for GATT negotiations, the panel replied that 
the business community should provide feedback and informa¬ 
tion provided by a unlflcd international body would be most 
helpful at GATT negotiations 

When another member questioned the discriminatory policy 
of the GATT, he was nild that gn.>wth in less developing coun¬ 
tries can only be achieved proper negotiations and that they 
should not be bogged down by ideology. 


Liberalisation for Growth 


ONE ot the plenary sessions was chaired by Manmohan Singh, 
secretary general, South Commission, Geneva at the Regal Room 
this afternoon 

1'huugh the topic under discussion was 'North-South Trade— 
Issues and Opportunities.' the general trend of discussion led to 
the conclusion that unless trade between the third world coun¬ 
tries was imprwed, there could not be an improvement in the 
world economy 

The panelists at the discussion included Frank T Joshua, 
economic affairs officer. United Nations Conference on Trade 
and Development (UNCTAD), Philippe Doubre, president, WTt; 
Geneva and Harjo Nimpoeno, executive director, WTC Jakarta. 

Summing up the theme of the discussion. Singh said that the 
third world countries owe it to themselves to improve trade rela¬ 
tionships with other third world countries "I'he governments 
can. at best exhort people into improving trade with their 
neighbours hut the initiative lies with the businessmen," Singh 
said. He perceived this as a challenge for businessmen. 

i'he suggestion for sending a message to the meeting of 
C'.hambers of Commerce and Industry of the third world came 
trom Paulo Prostasio, president, WTC Rio de Janeiro Prostasio 
pointed out that there was an urgent need to improve com- 
munications between the third world and the industrialised na¬ 
tions He pointed out the queer situation of how, when two third 
world countries have to communicate, they have to do it through 
one of the developed nations. For instance, when a message is 
to be sent from ope African city to another, it had to be done 
through London, Prostasio said. 

Impetus 

IN one plenary session, the organisation and operation of various 
xspects of World Ibide Center functions were discussed under 
the heading 'Catalysts to World Jhidc’. 

The first presentation was made by Ralph Carver of the WTC 
Dubai which is the foremost exhibitor in the World Ibade Center 
network. In his presentation, he outlined the lack of attention 
paid to exhibitions and trade shows in most WTCs around the 
world. The Fastest Trade Centers are the most active operators 
of trade shows he said. 

He said that, exhibitions have more mileage than mere adver¬ 
tising as they could be used as produa launches, or a means to 
find agents or support agents and also perhaps be an effective 
means of carrying out a market research for products and that 
the importance of exhibitions was stressed when he cited the 
example of Germany which channelises 20 per cent of its pro¬ 
motional money through exhibition medium. 

He then questioned the relevance of exhibitions to individual 
WTC. He pointed out that exhibition halls can be a tegular source 
of revenue by letting out space to the exhibition. Secondly, ex¬ 
hibitions generated publicity for the Center as the exhibitors 
themselves act as a multiplier. ^ 


He suggested that the WTCA Network should be extended to 
more third world countries He felt that the WTCA was the on¬ 
ly forum on which trade had been boosfed effectively That was 
because there were no political lon.sidcrations when it came to 
relations in the WTCs, he said 

A similar sentiment on the anaemic response to exhortations 
for increased South South trade was exprcs.sed by one of the 
guests H T Parekh, a noted economist from Bombay. Parckh 
pointed out the failure of the South Asian Association for Regional 
Co-operation (SAARC) as an example 

Joshua said that for the past three to four years, many of the 
United Nations institutions had been exploring the possibilities 
of extending their activiiics to support private business in third 
world countries Until now, UN organisations had been more in¬ 
volved with inter-governmental and diplomatie relations, he said. 

He revealed that UNCTAD had established a small committee 
to look at the problems of South-South trade UNCTAD had been 
studying the success stories of some of the Asian countries like 
Japan and now it would try and see whether the experiences 
of those countries could be u.sed to the advantage of the develop¬ 
ing countries, Joshua said 

For trying out the success experiences, IjNCTAD thought that 
the Latin American countries would be best suited. Joshua said. 
In Brazil. UNCTAD had already established an association of 
trading companies, he said. He added that his organisation was 
looking into the po.ssibllity of setting up similar regional associa¬ 
tions in African countries 

to Trade 

The three ways in which individual Trade Centers could do 
more to harness this tool, was to organise participating groups 
or trade missions and send them to other WTCs, publicise their 
own exhibitions at other WTCs and also send out information 
to members about shows they might be interested in. 

In his brief presentation on effective use of databases, V L Rao 
stressed that all information is not always complete and that there 
were always two sides to the same information 

He also mentioned that there was a very rapid and fast interac¬ 
tion of various sectors of the economy For Instance, statistics 
on unemployment figure affected the bund markets, consequent¬ 
ly the exchange rate movements, and tinally world trade. Thus, 
he said that the intricate details of parameters of economic 
statistics should be considered while constructing a World liadc 
index like the Dow Jones Index. 

The third aspect of W'FC functioning was reciprocity among 
WTCs. Penny Cracknell, WTC London, stated that many members 
loined the WTC solely because they were attracted by the "magic 
of the name WTC”. There were very few who joined the organisa¬ 
tion with the desire of using the network the organisation 
offered. 
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For nrciprocity. .she stated there was no need for a building 
or even an office. The General Assembly played an important 
role in fostering reciprocity as it was easier to help someone with 
a face rather than answer a query of an unidentifiable name. 

She further mentioned that reciprocity was the key tool for 
selling membership for every WTt organisation and that many 
WTt.s survived only by getting income from members But she 
also cautioned that reciprocity ought to be genuine. 

Secondly, she said that there ought to be a programme 
reciprocity For instance, she said that WTC could help in the 
organising of speakers fnim other areas to make their program¬ 
mes more itneresiing She cited the example of WTC. london 
which organised a lunch addressed by the Japanese ambassador 
which was organised by WTC Japan So also she urged that WTC 
work in conjunction to provide suitabie topics for seminars. 

Lastly, she emphasised that reciprocity was the "raison d'etre" 
of the WTCA and that it was the duty of WTC to be a kind oi 
"swap ,shop" fur trade deals, trade opportunities and trade- 
information 

Thomas Kearney, secretary-general said that network formed 
the single most important feature' of marketing strategy fur 
membership to network In order to sell the idea of network he 
mentioned that it could be sold as a communications system or 
as a means of trader information or as a database. 

On the other hand, he also mentioned that this pitch of sell¬ 
ing network as a communications tool was not effective in the 
U.S which already had many effective communications systems 
like AT and T However, in the US what appealed to buyers of 


network wa.s the idea of sending message to prospective buyers 
all over the world 

In order to sell network he said that group presentation was 
more effective than face to face demonstration G roups of peo¬ 
ple were informed of presentations either through the mail, the 
telephone or newspaper announcements Network sales were 
boosted by offering commissions to salesmen. New network 
subscribers were given the added benefit of running one free 
bulletin board announcement. He also stated that they were go¬ 
ing to establish regional co-ordinators to set up NW systems in 
new WTCs. 

The last presentation of the morning was given by Amit Das 
of the Exim Bank who outlined briefly the reasons "Why India 
should be Your IVading Partner.” 

In his slide presentation he first outlined economic policies 
of India He said that it was now apparent that there was a shift 
in manufacturing process from the developed countries to the 
developing nations This was leading lo a global market place 

India, he exhorted, was a good place to invest in as there was 
.safety of investment He mentioned that India had always 
honoured its commitments Secondly, he stated that there was 
profitability of investment Thirdly, India posses.sed a large 
market A growing middle class with an increasing purchasing 
power was waiting to be tapped Then he mentioned that India 
had a large scientific and technical ba.st. 

Lastly, he mentioned that ihe new economic policy realised 
that in order to achieve a more efficient production there ought 
to be a liberalisation ol trade polic) 


Redefining the Boundaries of Trade 


THE Research and Development Committee of the WTCA is the 
arm of the board and it is, according to Richard Anderson, “like 
the worker bees" for the same, which he called the “queen bee". 
This committee has various and far reaching responsibilities. 
Upon the request of the board, it formulates policy into a con¬ 
crete form, decides after due deliberations, the step to be taken 
with regard to any difficulties faced by the organisation, and also 
looks into complaints received about member WTCs and after 
investigating, files their report with the board which will take 
the necessary steps to correct such complaints 

The committee is also responsible to monitor the results ob 
tained by the various members and give recommendations to the 
board whenever a Center is lagging behind on any of the ser¬ 
vices that it has to provide 

This committee meets every six months to deliberate upon the 
issues that are Refore it It also advi.scs the board upon the 
monetary needs of the eight committees that are in the WTCA 
and as such determines the budget for all of them. 

In the open session, one which was conducted with fitultless 
decorum and control by Anderson, guidlines for membership, 
developing nations' criteria, etc, were discussed. 

The WTCA guidelines for membership has finally come to its 
final revision after three years of deliberation and redrafting. This 
guideline has the necessary conditions that have to be satisfied 
by the applicants before being accepted as members into the WTC 
fold. The requirements range from services and facilities that 
much be offered, the minimum area that Is essential for the ap- 
„ plicant to gain operating status, the percentage of space that must 
be leased to firms involved In foreign trade, which is incidentally 
fixed at 50 the staff requirements, qualifications and specialisa¬ 
tion that arc caljed for, etc. The draft also, discusses the status 
of affiliate memt;^ and their rights, duties and restrictions when 
. . ' ' . . . .. 


compared to the regular members To be fair, the draft had come 
to light that the members did not have a very clear idea and nuny 
claimed to be operating and controlling a region that encom¬ 
passed sometimes the whole country and the surrounding ones 
too! After being pointed out in very lucid terms by Maria Armanda 
Adao e Silva that the area of control could be determined only 
upon doing an individual study of the centers and that no 
minimum dlsunce could be fixed between two centers the mat¬ 
ter had to be carried over to the next session. 

The problem of affilicate members decentralising and confus¬ 
ing the functions of an already present WTC in that locality was 
discussed in great detail and it was clarified by the chair for the 
committee member from Malaysia that the local WTC will have 
the right to veto the presence of an affiliate member In their 
locality If they consider that It will be detrimental to their func¬ 
tions and operations. 

It was also decided provisionally that henceforth, the WTCs 
will have their names in the format: World ILade Center, followed 
by the name of the particular metropolis. But the final approval 
for this has been scheduled for the next meeting of the commit¬ 
tee, to be held In Mexico City, in March 1989. 

George Vhillant, a board member and past member of the com¬ 
mittee, spoke up about the need to look ahead and devise 
guidelines for existing members, which will be a policing and 
overlooking measure so that the standard of the World Tirade 
Centers can be maintained and monitored 

One more very i'nteresting topic which came up for discus¬ 
sion was the need to define the word ‘region’. The board had 
requested the members to define their area of operations and 
control. It then also gives the benefits that are available to new 
members once they are cleaed. And the list runs to four type¬ 
written sheets. 
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Networking the Globe 


THE Information and Communications meeting chaired by 
Thomas Kearney was dominated by enthusiastic discussions on 
the tremendous progress made by the WTC communication 
network 

Kearney, chairman of the committee, said that the network 
had grown 300 per cent over the last year. The network now 
serviced 82 World Tirade Centers and 2,000 individuals, he said. 

Unfortunately, since Bombay was not on the network, the 
number of messages passed on the network had declined con¬ 
siderably this month Kearney noted that the people in Bombay 
were trying very hard to get on the network. 

The network has added 974 subscribers for the period 
September 1, 1987 to July 31, 1988, There are now approximately 
1500 subscribers (2,000 address codes). TTic number of elearonic 
messages increased approximately from 90,000 in 1987 to 
1,20,000 for 1988 There arejiow 90 WTCs trained on the 
network, of which 79 are active users. 

fiesldes this, the bulletin board posting now generate the 
greatest toul billings. 

Phil Double, WTC CJcnes’a in a 'Communication Project 
Report' termed the network as a wordlwide runaway success for 
the World Tirade Centers A.ssociaiion (WTCA) Doubre said that 
by its very design and structure, WTC network was a powerful 
state-of-the-art tool, able to cater to current and future re¬ 
quirements in the field of inter and intra-company 
communication 

Doubre recommended that inspitc of the resounding success 
of network, it would be unwise to rest on the laurels 

Doubre said that despite the growth of network, the printed 
word would retain its prevalent role in comm'unications. He said 
that a study recently conducted in France by the Expansion 
Group shtiwed that printed and electronic media were 
complementary. 

Doubre then touched upon the need to have an international 
publication This new magazine, he said would serve as an ef¬ 
fective communication tool between WTCs and their members 
he assured the members that the new magazine would not 
duplicate the work of the already existing magazine, 'World 
TYadets' 

Initially, the magazine could be bi-monthly with a review every 
six months, Doubre said. Replying to a question from Sensuke 
Igarashlon how the magazine would finance itself, Doubre said 
that it could be done with the revenue generated from adver¬ 
tisements, as is done with the existing magazine. 

intervening at this stage, Kearney said that the progress of the 
magazine would be reviewed at the WTCA meeting in Mexico 
in the month of April At this meeting, we could check out 
whether the two magazines clash with each other, Kearney said 

Doubre said that while launching this new magazine it was 
not their idea to replace any of the existing magazines 

Rcfiorting on their own local magazine in Geneva, Doubre said 
that for the past five years, their publication—^New TVader’ had 
generated a significant level of interest among members He said 
that the publication had turned into an indispensable com¬ 
munication channel for small and medium sized companies in 
Switzerland. 

Doubre revealed that WTC Geneva now intends to promote 
the publication of a new magazine, ‘New Thider International’. 

Another item on the agenda at the meeting was the presenu- 
tion of a questionnaire for serving exporten and importers. Denis 


Oanset of the WTC, Paris who presented the questionnaire said 
that he felt the need for such a format because in France they 
foced quite a lot of problems while dealing with foreign traders 

The number of foreign traders visiting Fiance 'was quite high 
and often the French businessmen don't quite understand what 
they wanted, Danset said. He attributed this coirununication gap 
to differences in language or sometimes the highly technical 
nature of the buyer's requirement. 

Danset was of the opinion that a questionnaire in which the 
foreign trader could simply answer questions regarding his iden¬ 
tity, the nature of his business and his requirements, would be 
very helpful. 

A report of the sub-committee on deubases was also presented 
at the meeting. Kearney said that the database group was eager 
to accept new members. Kearney said that the goals of the 
daubase group were to (a) survey existing databases and (b) to 
arrange for profesional training in international databases. He 
said that various training programmes had already been held for 
the benefit of members. 

Sabry Amgad, WTC Cairo, pointed out that he was not even 
aware of these training programmes Kearney said that he would 
note this Eict and make it a point to ensure that all members are 
aware of training programmes in future 

John Drew, WTC Boston gave a repon of the sub-committee 
on Tfclcports and World Trade Centers He said that at a meeting 
in Seattle, it had been decided that there should be a video 
telecommunication network between the New York WTC and 
Boston WTC He suggested that a similar link up could he possi¬ 
ble between other centres as well. 

A considerable time in the meeting was also devoted to discuss¬ 
ing the educational activities conducted by the committee. Susan 
Lentz, WTC, Sanu Ana, while reporting on a proposed WTC 
video series said that corporate giant AT and T is interested on 
doing it on a worldwide basis, Lentz said 

Doubre, at this stage, expressed his doubts on the propriety 
of an organisation like WTC going to outsiders for sponsorship. 
He felt that the WTC being a worldwide movement, all its ven¬ 
tures could be funded by itself 

Kearney talking on the WTCA Committee on the Future said 
that it had been decided to expand the network It could be 
spread to places like India, he said. 

Tklklng about the future of communications, Kearney said that 
the WTC expects not just phones in aircratfs but even fax 
machines and computers There could be public computers at 
bus stations and such other places, he said He also mentioned 
the concept of “smart buildings" These are buildings which are 
fully equipped to cater to every single need of the traders, he said. 

Christine Aibs, manager of the World Thide Center Institute 
in New York, made a report on the trade education program¬ 
mes conducted by her insiiiutc She prop'o.sed that the wious 
WTCs could co-ordinate ihcir efforts in developing new train¬ 
ing programmes 

Guy Guillemard from W IT . Diibai, suggested that WTCA could 
have video and cassette libraries which give information on how 
to do business with other countries The Dubai Center for in¬ 
stance would be very much interested in doing business with 
Iran or other countries in the Arab worlo, Guillemard said. 

Ping Li from WTC Nanking, China also expressed a similar opi¬ 
nion. She said that often Chinese traders were at a loss about 
how to conduct themselves in foreign countries. 


Economic and Political Weekly January 7, 1989 


Advertiser’s Supplement AS-7 


Understanding the Future 


"WE may noi be able to answer a particular question- but we 
will be able to find the answer" said the chairman of the (Com¬ 
mittee of the Future, Peter Drew, and also board members of the 
WTCA. He outlined the functions of the committee and said that 
its main function was to produce guidelines for the WTCCs and 
also to explain the reasons for such guidelines 1'hc committee 
looks at the socio-economic facton> affecting trade and also the 
trading faaois that are “endemic" to the trading world, especially, 
WTCs 

The commiftce takes into cognisance that the countries of the 
world are divided according to values other than money, which 
may be moral and religious, political or nationalist values. Thus 
the need to study the world, especially for trading purposes, must 
es,sentially arise from the grassroots letel—the people who make 
the world whole 

He said, "It is very easy to establish a hot shot, money-oriented 
.society. But it leads to a consumer-oriented society with intere.st 
only in the quick shot-drugs or soap operas!" 

The committee gets its input from all of its HOO.OOO strong 
members and also the various committees tif the WTCA, It is also 
under the flag of the UN and as such, has immediate access to 
any amount of information that it needs, to carry on its work 
of providing "researched research" to those who need it. With 
this kind of inlrastructurc, the committee on the Future is able 
to extrapolate all that it requires from current data 

It does research studies for the WT(;a and among the many 
that it has done so far are, one on 'Promotion of Trade' for the 


Prince Edward Islands in Canada and one for the Italian 
Winegroweis Association He underlines the fact that forecasting 
the future should be ba.sed on grassroots level, otherwise it will 
never be the truth 

At the meeting of the committee held today, members came 
up with many views through which the committee could operate 
tin a more effective basis One of the suggestions made, was to 
look into the types of services that could be provided in the next 
ten years so thai the WTC would be the leader in the matter of 
information exchange and result-oriented modality of operatioas 

The chairman. Drew, regretted the fact that there was no 
representation from the Asian countries like China, on the Com¬ 
mittee He said that the caution with which the Asian countries 
operated on new ventures was not a good thing and said that 
caution is not enough a substitute for knowledge 

The committee has put in motion a proposal to study the time 
span that it should work under, on its roscarches This is because 
a criterion can be established as to the importance of the forecast 
required The final draft of this would be ready in April I9H9 
and approved by the board, possibly by 1990 

The newly introduced “lelcport " facility was described as the 
answer to the future and the challenge to recogni.se the 21st cen¬ 
tury in the field of telecommunications should be taken up and 
worked upon, was the note on which the meeting ended A note 
which could well mean a new era in the mode of communica 
tions. A note which would provoke the WT(!:A to hecomc a mass- 
movement all over the world, in the interest ol world trade and 
humanity 


Exchange of Information 


THE Committee of Clubs. Chambers of Commerce and Associa¬ 
tions has been formed to basically carry out five functions. Ac¬ 
cording to Paul A Fabry, -who chaired the meeting, these were 
—1b periodically check the availability of clubs, to correctly list all 
the services and facilities available in all the clubs. 

—lb issue membership cards So far there are 65,000 card carrying 
members and these cards ensure that members can avail of and 
do avail of the services at various WTCs on a reciprocal basis 
—1b review the prototype for a WT(^ and to provide guidelines and 
byelaws fur clubs and associations 
—1b check all new applicants Membership should be granted on the 
basis of efficiency of working. 

In the discussion this morning, one of the major points brought 
forth was that there should be an effective communication of 
Information pe!ftaining not only to services and hicilities offered 
by WTCs or clubs and their associated organisations, but also 
relevant information about trade, commerce, business which will 
help members who ate travelling to different countries 
Gail Scott from Washington stated that their’s was a new 
organisation and that their centre would be complete only by 
fall 1990. Their main task was to convince the business com¬ 
munity of Washington that it would be worth their while to 
become members of this club 

The usefulness of the club and the international Network 
should be emphasised at the point of sale. However, while in¬ 
creasing metnbership is one of the aims of this organisation, what 
should be kept in mind is that the quality of members is also 
important As Peter Feiner said "we should be prepared to review 
the membership of those members who fail to perform." 


One of the topics that came up was the discount facility 
available to members by cenain airlines and hotels A delegate 
from Jakarta questioned the viability of a discount offered by 
American Express but was informed that in the course of negotia¬ 
tions. WTC was told that the volume would not warrant such 
a discount However, Visa has agreed to issue GOLDCARDs to 
some members and thereby upgrade their membership. 

A delegate from Paris informed that WTC, Paris, has managed 
to negotiate a 50 per cent reduction In rates for members wishing 
to stay at Concorde hotels, which have 54 hotels the world over. 
Further, members wishing to stay at the Meridien hotels could 
a-vail of a 30 per cent discount in the rates 

A major area of discussion was the presentation of the new 
Directory to mark the 20th Anniversary of the organisation. 
Louisa Nedkov of Montreal, who published this directory, said 
that this has been a great success and they have already sold 
32,000 copies to date. 

Niko J M de Rooij from WTC, Amsterdam, suggested a kind 
of a "Bank of Good Speakers” who would be invited to different 
WTCs to provide information about activities 

Delegates from China and Belgium invited information from 
various members, Which they would publish in their bulletins, 
while at the same time would be happy to print any inquiries 
as well. 

As Richard Nolan from St. Paul said, the purpose of the WTC 
is to provide worldwide facilities to smaller business to facilitate 
international trade and also In a small way encourage peace in 
. this world.. 
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Solving Teething Problems 


IN the third meeting of the Facilities Committee, its role was 
clearly defined. The main purpose of this body in the words of 
its chairman, John Drew, (WTC Boston) was, "to be supportive 
and helpful, to address the problems faced by new or develop¬ 
ing WTCs and to offer solutions" 

At the inaugural meeting in Paris the need to establish an useful 
format for the formation of WTCs was felt. In order to help 
develop and csublish new WTCs there should be presentations 
fmm two to three WTCs which cover ihc backgniund ol that 
city, giving information on its trade including internaiional trade, 
the way the WTC as financed and the economic importance of 
the WTC in that city This kind of pn-sentation would be helpful 
for fledgling WTCs who could benefit from their experiences 
and thereby avoid unnecessary expenditure This was aptly 
demonstrated by the delegate from Mexico City, Fransisco de 
Paula li;on, who, in his presentation said that in the initial stages 
of planning there was no central body to offer any kind of in¬ 
formation so they had to visit several WTCs all over the world 
to find out how to go about establishing a WTC in Mexico City 
At the meeting held in New York this September, it was fur¬ 
ther discussed how the gr[>wing internationalisation of trade and 
finance would affect the working of the WTC. 

In some areas there was a growing protectionism and a con 
sequent contraction of world trade Would this, in any wa)' affect 
the WTC^s’ How would Ihc WTC be able to deal with these crises-’ 
Further there was a challenge po.scd by the recent 
developments and technological advances made in the field of 
telecommunications The WTCs should accept and implement 
lhe.se changes in their own organisation and provide the latest 
communication facilities to their members for e g, Ifclcport. 

Another function of the Committee would be to anticipate 
trade shows, trade marts and conferences in the various W TCs 
Ijistly, it was felt, that with increasing privatisation of trade 
information, WTCs could perhaps play a greater role in 
disseminating conrunercial information than governmental bodies. 
Of course, as the delegate from Johannesbuig cautioned, the aim 
of the WTCA is not to replace the government bodies but to pro¬ 
vide more information, while at the same time remaining totally 
apolitical. 

Christine Wertitsch, the delegate from Vienna suggested that 
there be competent people nominated in every geographical area 
to give useful information Thus when there was one regular 
channel for people to use, a lot of time and money would be 
saved. 

The delegate from Amsterdam, Rolf Draak, emphasised the fact 
that WTCs should only be built in places where there is a chance 
of international trade. Keeping this in mind, there should be a 
careful scrutiny of applicants before Issuing the WTC mandate. 
Further, the WTC, once established, should have a substantial 
impaa on the economy of that region 
The delegate from Brisbane who was to have read the paper 


on telecommunications, svas held up in Singapore, so his paper 
was read by Joe Walker instead. In his paper, he emphasised the ' 
fact that in order to remain a major source of information, the 
WTCA would have to stay at the forefront of communications 
technology. For, if instant dau were easily accessible from one 
city to another there would be no need for WTC But, he argued 
the aim of WTCA is to have a "one-stop-shop", offering "more 
views, better views and bigger views". 

The delegate from Montreal questioned whether there was any 
specific help he could get in the esubiishment of a communica¬ 
tions system in their yet to be built, WTC. The committee sug- ' 
gested that he address them in Boston while at the same tiinc 
pointed that they could not solve his problem, only offer him . 
pertinent advice 

The delegate from Lc Havre M Francis Genot further suggested 
that any extra cost borne by the WTC approached for informa¬ 
tion should be borne by the WTC making the enquiry However, 
the delegate from Johannesburg modified this suggestion stating 
that there should be a definite fee structure by the committee 
for information rendered as this would counter balance the finan-.; 
cial shortage the committee might well face in the future 

In the light of this suggestion Feiner also mentioned that the . 
Factlities Committee could deduct their expenses from the initial 
fee levied to alt new members. 

In the case study presentations. Hugo Non Hoecke from 
Belgium said that the oldest W’lX. in Europe had outgrown its 
17th century building premises and outlined their plans for a 
new complex in the old dock area of Antwerp 

Paula Marckx informed members that their organisation was 
run only by 3 staffers who could service 1,000 members only 
because the WTC has a feasible and not merely sophisticated 
building. 

The development of the WT(, at Mexico City was initiated by 
the realisation that "Isolation is a sure form of failure" Fnnscisco 
I)e Paulo l.con informed us that the concept of WTC itself was 
alien to Mexico and no international financier would come forth. 
However, it was the joint support of the government, the business ' 
community and the unexpected loan of 23,000 dollars from the 
Bank of Foreign Ihide which made possible the conversion of ; 
a 3.00.0(K) sq mts Hotel Oc Mexico building into a WTC. The 
WTC offers among other services a network terminal in each ., 
office and had raised finance by a unique method of selling: 
lutright 300 sq m of booths (300 in number) on a time sharing ' 
oasis Thus each exhibitor could won one booth for a week and’' 
thus 30 weeks were covered 

The problems faced by David l.ui from Taipei were different; 
tn that there was the question of space However, they overcame 
this by constructing the tallest building in Tkipei (34 stories);,: 
which has the top two floors devoted solely to a club for the-; 
use of its members. The center also offers a main helicopter scr-’,.; 
vice from its roof top to the International Airport to counteract.-' 
problems faced by heavy traffic 


Formulating Trade Policies 


THE meeting of the IFadc Policy Committee was a fairly lively 
one. Despite the monotony of the subject. 

Heuy from WTC, Tiipei was of the opinion that the World 
Dade Centers Association could collect information from various 
countries on the political considerations that go into the formula¬ 
tion of, trade policies. 

Another participant seconded Heuy’s opinion. However, he 
went a step further and suggested that the WTCA could develop 


tools by svhich it could inform governments what kind of trade 
policies the business community wanted. 

Philippe Double expressed apprehension at this suggestion Bay- - 
ing that by enlarging its scope of relationship with govemmems.. 
WTCs would dilute their position as a primary spokesman for- > 
the business community "Our strength lies in our being i 
apolitical", he said. 

Double was, however, all for the idea of forming the database. 
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According to him all the Information that WTCs would need have 
already been collated at one place or another. Unfortunately peo¬ 
ple do not have access to it and many are not even aware of it, 
he said. 

Pointing out that this committee was formed just last year, Phii 
LaRocco of w/c New York said that it was formed in order to 
increase the knowledge of the WTC on technical i.ssues Issues 
relating to GATT (General Agreement on Trade and TUriffs) for 
insunce, are quite technical, he said. 

The trade policy committee had been conducting a surve)' 
amongst its members a.sking them to give their view.s on what 
the future held for them in their respective countries 7'he future 
of the various trading blocks like the EEC and ASEAN were 
studied with respect to the policies that governments were like¬ 
ly to adopt. La Kocco said. 

He also said that the members kept in touch through their own 
electronic network system. All the information received is col¬ 
lated and stored In New York. This work is done by Christine 


Eibs, manager of the World liade Institute in New York. This 
is a school for trade education. 

The report of the IVade Policy Committee will be presented 
when they meet at Paris. 

LaRocco in his draft of the report, has included some com¬ 
ments on the state of world trade. He says that world trade 
presents a mixed piauie. There arc optimistic developments, par¬ 
ticularly relating to the surprising but welcome strength of the 
economies of the industrialised world But there ate serious areas 
of concern as well, in the continuing economic problems of the 
world, and in a troubling rise of protectionist sentiment in the 
debates over trade policY 

LaRocco says that though the sentiment for protectionism is 
rising, the actions uken have had moderate results Of key im¬ 
portance is the final resolution of the Omnibus Trade Bill in the 
United States, which, after considerable debate in the Congress 
and with the President, has emerged In a tempered form and 
does not promise to be protectonisi in iis implementation, says 
l^iRocco. 


Inaugural Address 

Dinesh Singh, Union Minister of Commerce 


WE are living through times which arc changing rapidly The 
ardfflgements made following World War 11 arc losing their 
validity. In political terras, the world dominated by the two super 
powers is witnessing new alliances. The super powers are, 
themselves, toning down their confrontations Nearer home, we 
see a new situation emeiging in West Asia. The iran-lraq war has 
ended. A more realistic appn>ach followed by PLO, if equally 
responded by Israel, could initiate a peace process to usher in 
tranquility in this conflict ridden area. 

It is not only the political situation which is undergoing 
transformation The economic situation too is demanding 
readjustment. 

The economies of the world’s two most powerful nations is 
under strain. United States, the most prosperous nation in the 
world, is today the world's largest debter nation. The crash of 
'Black Monday’ is still fresh in our minds. The value of the dollar 
is hilling. The Soviet Union is forced to adopt perestroika to get 
out of the economic stagnation it had hdlen into. 1 am not sug¬ 
gesting that the Soviet Union and the United States are weakening-, 
merely that they are undergoing change On the other hand, new 
economic groups are emerging The European Community, with 
its ambition of becoming one market, poses a new challenge. 
Other countries in other regions are also trying to get together 
There is a danger of the world becoming more and more 
segregated into regional groups with identified interests and fresh 
barriers making the world trading environment unhealthy. The 
multilateral trade negotiations, under discussion for a couple of 
yean is coming up for mid-term review. The arrangements that 
may, Bnally, emerge from these negotiations could form the basis 
of a trading regime for a couple of decades. This is, thus, a period 
of basic changes 

■ 19th General Assembly of the Vforld fhidc Centers Assocla- 

t|^' meeting at this juncture, has very important issues to give 
jiipliWght to. The subject you have chosen for discussion "Inter¬ 
actional Thtde—Silent Language of Global Integration" is, if I may 
say so, most appropriate. In any time of change, a stable future 
can emerge only if there is a sense of confidence bom out of 


dialogue and consensus. The meetings such as yours could bring 
about such understanding to pave the way for lasting 
co-operation. 

International trade has brought nations close to each other as 
never before. The expandmg trade has not only been contributing 
to the prosperity of nations, but has also brought about increas¬ 
ing inter-dependence among them. There can be no greater 
guarantee of world peace than a prosperous world in which 
nations depend on each other for their prosperity. 

Since the last war there has been phenomenal increase in world 
trade. It has expanded from US S 61 billion in 1950 to US I 2,114 
billion in 1986. Aided by trade, the world economy has also 
grown impressively. But, unfortunately, the fruits of trade and 
economic growth have not been distributed univeisally. They 
have not percolated to the most deprived. The developing coun¬ 
tries, by and large, remain in the periphery of this prosperity. 
On the other hand, over the years their problems have become 
accentuated. For many of them the prospects of achieving a 
decent standard of living for their population remain as dim and 
distant as it was before. 

There are some other worrisome features. The exchange rates 
have continued to be volatile and the Imbalances in trade among 
major industrialised countries as well as those with the develop¬ 
ing countries have brought new problems for the world trade 
and economic system. 

Ihe debt problem has created serious economic challenges and 
the crisis continues. ’While solutions are debated from one con¬ 
ference to another, the outstanding debt of the developirtg coun¬ 
tries is mounting and has reached a staggering level of US t 1,217 
billion, which is about 40 per cent of their GNP The indebtedness 
has compeiled these countries to adopt impiort compression 
measures which are not only affcc'ting their economic prospects 
but also reducing the scope for the exports of industrisillsed 
countries. 

The most disturbing development on the trade ftoru has been 
the proliferation of protectionist measures. According to an 
UNCIAD estimate, the share of global exports affected by various 
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types of non-taiiff measures rose from 18.7 per cent in 1981 to 
22.6 per cent in 1987. 

The measures are adversely affecting the developing countries 
whose exports are concentrated in a few traditional areas or in 
products involving low technology. The expecutions that the 
recovery would lead to abatement of protectionist measures has 
not been supponed. Proteaionlsm is, no doubt, an easier option 
to structural adjustment, but it cannot provide the real solution 
Stricter international discipline is needed to combat the grow¬ 
ing trend of protectioni.sm Regretubly, efforts to frame 
multilateral rules to deal with protectionist measures have met 
with only limited success 

It is only to a very limited extent that vigorous performance 
of the economies of the industralised countries would provide 
a growth momentum to the developing countries .Some positive 
and effective measures arc needed to assist their trade and 
development. Market access for their products have to be con¬ 
siderably improved .so that they can acquire the means to pur¬ 
chase more from the developed countries 

Equally important is the flow of financial resources through 
multilateral financial institutions and other channels which 
would have to be increased substantially 'Ihesc positive measures 
would not only help the developing countries but also the 
developed and would provide a new impulse to the growth and 
development of the world economy as a whole since the con¬ 
sumption potential exists largely in the developing countries. 
Such measures to improve the economies of the developing world 
would truly bring about greater inter-dependence of nations and 
would launch a new process of harmonious and equitable 
reconstruction of international economic relations 

I recognise that the developing world has to make progress 
through their own efforts and they must adopt appropriate 
policies to do so But it has to be realised that many of their dif¬ 
ficulties are due to external faaors over which they have no con¬ 
trol. The bulk of the resources, the technology and the facilities 
are with the developed. They have to share these for the com¬ 
mon good. The world community owe to themselves to make 
the external environment conducive to the economic develop¬ 
ment of the developing world 

Yes. we work for profit but we have learnt that profit has to 
be shared equitably, otherwi.se the enterprise fails in the long run. 

Some of these major problems on the trade from would be 
addressed in the current Uruguay round of Multilateral Ihide 


Negotiations. India tike many other countries is an active par¬ 
ticipant in the negotiations and is striving to sec that positive 
results flow from the negotiations. The new round provides both 
a challenge and an opportunity to remove or reduce stgniflcantly 
various barriers to trade and to strengthen the multilateral tradii^ 
system. Insofar as developing countries arc concerned, they are 
anxious that multilateral rules that may eventually emeige from 
the negotiations should be so framed that they are supportive 
of their development aspirations. Their concerns particularly 
relate to some of the new areas of the negotiations. If the negotia¬ 
tions are to succeed and contribute to the steady and balanced 
growth of world trade, it must bring a benefleial outcome for all. 

While speaking before this august gathering I feel, 1 ought to 
say something about the Indian economic scene. Last year this 
country witnessed one of the worst droughts. The drought, 
following poor monsoons of previous years, presented an un¬ 
paralleled challenge. But with the resilience that the Indian 
economy has now acquired the industrial sector registered a 
growth rate of 8 per cent during the last financial year and in 
overall terms we managed a positive growth rate between 1-2 
per cent. 

The Indian economy has also diversified its production base. 
The share of agriculture and primary sector in the GDP has 
declined by 10 per cent in this decade to the advantage of the 
manufacturing community. The emerging diversity of the 
economy is also reflected in our expons. Tbday, India is an ex¬ 
porter of a large number of non-traditional products, including 
er^ncering, chemical, electrical and electronic products. With 
a sizeable endowment of technical manpower, India is in a posi¬ 
tion to offer a total range of services from planning and design¬ 
ing to commissioning and management in diverse fields such as 
power generation, transmission systems, petrochemicals, steel 
plants, textiles, etc. 

The Indian economy is expected to grow faster in the future. 
The coming years are also expected to see a significant increase 
in our trade A much laigcr scope is emerging in this country 
for trade and economic co-operation with other countries. 1 hope 
It will be possible for you to go round and see some of our enter¬ 
prises I have no doubt that during your present visit to this coun¬ 
try you will be inter-acting with representatives ol our trade and 
industry and you will establish new bonds of business 
relationships 


Remarks of WTCA President Guy F Tozzoli 

at Opening Ceremonies 


ON behalf of the WTCA family, 1 want to thank Mr Mahindra, 
Mr Akcrkar, Ms Peters and the many others in Bombay who have 
worked so hard to make our annual gathering productive and 
enjoyable. Organising a General Assembly has always been a 
tremendous challenge for the host World Trade Center As the 
Association's membership has lncrea:ied and as our programmes 
have multiplied, the task for the General Assembly host lias ex¬ 
panded proportionately. We all owe a great debt of thanks to the 
World Trade Center Bombay team for their outstanding efforts 
on our behalf. 

I think you all will agree that it is especially appropriate to 
hold an Assembly in India and in the historic trading city of 
Bombay. Visitors to this country never cease to be impressed by 
its great size and diversity, its vast plains, mighty rivers and tower¬ 


ing mountains. Here you can see ancient customs side by side 
with the latest advances in technology. Early European explorers 
travelled to India for jewels, rugs and spices As we all know, 
Christopher Columbus was looking for an easier trade route to 
India when he discovered America. 

Out of this rich trading herlugc emerged a gentle, persistently 
cheerful, yet tenacious citizen of India whose vision is respon- 
slbic for all of us being here today. 

Mr Sesharad Wankhede, the first President of World Ihide 
Center Bombay, had a dream. One of the early World Ihide 
Center pioneers, he dreamed of a facility in Bombay that would 
centralise a large variety of India's international business organisa¬ 
tions. It would be a showcase for India's products, an educator 
of its international businessmen and women, art outlet for trade 
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information about India's commerce with the world and a focal 
point for research on more effeaive ways to conduct interna¬ 
tional business. 

Although Mr Wankhede did not live to en)oy this shining 
moment when Trade Center representatives from all over the 
world have come to see the magnificent fruits of his labouis, 
he is certainly with us in spirit His wit, wisdom and geneuine 
friendliness is a continuing inspiration to alt of us in the World 
Ihide Center movement. It is also a thrill to see the work laun¬ 
ched by Mr Wankhede being carried forward so ably by 
Mr Mahindta and Mr Akerkar. 

While Mr Wankhede was building the programmes and 
facilities of the World Ihide Center here, an increasing number 
of men and women in important trading capitals all over the 
world began to develop World 'Rade Center proieas of their own. 
They were all motivated by the same simple goal: to improve 
the international business services and opportunities of their 
respective regions. The World Trade Center concept has been 
embraced by highly urbanised and rural areas alike and by all 
types of governmental and economic systems in the world. 

The idea of a World Trade Centers Association took root in 
1968 when there were only a few World Trade Centers in ex¬ 
istence. As the idea spread. the Association grew to the point 
where in mid-1^88, there were 70 operating World Ihide Centers, 
19 under construaion and 92 in the planning stages. These 
numbers increased even further with the addition of 25 new 
organisations accepted for WTCA membership today at the 
meeting of the WTCA Board of Directors I will be giving you 
more information about these new members in my progress 
re(>ort. 

The basic purpose of the World Ihide Centers Association is 
to encourage the establishment of cffeciive World Thidc Centers 
and to promote programmes of mutual assistance Our program¬ 


mes are founded on several fundamental beliefs; 

* We ate apolitical. Wb do not represent countries. 

* We do represent and serve the international business 
communities of our respective regions. 

* We help one another—making each World Thule Center 
a branch office of all other World Thade Centers. 

All of us, as part of our WTCA experience, have learned a great 
deal about how to use World Thide Centers, how to use the 
Association, how to serve our clients and how to promote in¬ 
ternational business. W will be receiving reports on a number 
of these programmes during this Assembly However, while lear¬ 
ning to trade with each other over the years, we have also learned 
to understand one another better. Wr have built a strong foun¬ 
dation of trust that can become a solid bedrock of even mOie 
imporunt programmes in the future. 

There is no question in my mind that the world needs the 
World Trade Centers As.sociation Everyday, we are proving 
through deeds that it is possible for regions of highly different 
backgrounds and political beliefs to work together effectively 
There is, of course, a great deal yet to be done. As simple as the 
World Trade Center concept may be. it is not at all simple to 
establish a truly succc.ssful World Tfade Center. As simple as the 
idea of World Thide Centers helping one another might be, ii 
is very challenging to implement major programmes of interna¬ 
tional co-operation. 

This General As,scmbly, the only time of the year when all 
members come together to review ongoing programmes and 
discuss new initiatives, is an excellent opportunity The scheduled 
presentations and workshops, together with the numerous oc 
casions for informal discussions, offer great potential benefits 
fur all of us. Like you. I am liMiking forward to the very interesting 
programmes ahead of us and to participating fully in what is 
certain to be an outstanding General Assembly 


North-South Trade: Issues and Opportunities 

Manmohan Singh 

Secretary-General of the South Commission 


INTERNATUfNAL trade is sometimes described as the engine of 
economic growth Economists continue to differ about the validi¬ 
ty of this statement Nevertheless, it is generally agreed that an 
expanding volume of international trade can make an important 
contribution to the growth of output, employment and improve¬ 
ment in living sundards 

Very few countries are so richly endowed as to produce 
domestically everything they need A policy of autarky even if 
physically feasible can be economically a very wasteful proposi¬ 
tion. The opportunity to trade enables a country to take advan¬ 
tage of economies of specialisation and of scale to a much greater 
extent than is possible within the framework of domestic 
markets. Also international trade provides a powerful stimulus 
to innovation, technical progress and productivity growth which 
play an increasingly important role in growth processes of the 
modem world. 

This does not mean that free trade is always an optimum policy 
Certainly, developing countries need a period of protection to 
develop their infont industries in which they may have a long¬ 
term comparative advantage. But protection also has its costs and 
indiscriminate, prolonged protection can greatly stifle growth 
of productivity and cost consciousness. In this matter, the wise 
saying of an old Punjabi industrialist, the late Lala Hari Kishan 
Lai Gauba—nurse the baby, protect the child and free the adult— 


constitutes a sound guideline for policy planners in developing 
countries 

It is the experience of most developing countries that Import 
needs inevitably rise in the process of development. In a coun¬ 
try like India with a broad-based resources endowmem, ex¬ 
perience has shown that imports rise at least as fost as national 
Income. In smaller countries with more limited resource endow¬ 
ment, import growth is likely to be faster than national income. 
This means that unless exports increase fast enough, the coun¬ 
try will be faced with a severe balance-of-payments constraint, 
which may affect the overall rate of economic growth. Of course, 
in the short run imports can be financed by foreign credits. 
However, these credits have to be serviced and if exports do not 
grow fast enough, the country will face a crisis of 
creditworthiness. 

For all these reasons, developing countries need a favourable 
international trading environment in which their trade can grow. 
Nearly 70 per cent of developing countries' exports go to 
developed countries. Thus, import regimes of developed coun¬ 
tries exercise a powerful influence on the export outlook for 
developing countries. Developing countries' exports to 
developed countries depend on: 

(a) growth of income in developed countries and income 
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elasticity of demand for the type of goods exported by 
developing countries; 

(b) competition from developed countries; and 

(c) import policies of developed countries 

In all these areas, recent developments ate a cause of legitimate 
concern. First of all, the fate of growth of the economies of major 
developed countries has considerably slowed down since the 
early 1970s. Whereas the OECD countries' economies grew at 
an average rate of 5 per cent per annum from 19S0 to 1973, cur¬ 
rently their growth rate is in the range of 2.5 to 3.0 per cent. 
Most available projections of OECD growth in the next ten to 
twelve years do not indicate any improvement in this regard. As 
a result of deceleration of the rate of growth of national income 
of developed countries, the rate of growth of world trade has 
considerably stowed down and the average for the 1980s is nearly 
half the growth rate during I950-197.3~ihe period which is often 
described as the golden age of modern capiulism 

While important structural factors ate at work in contributing 
to a slow-down of gntwth in the developed countries, similar 
structural factors are also at work m reducing these countrlbs’ 
demand for the type of goods typically supplied by developing 
countries Many of these products have a low elasticity of de¬ 
mand and in addition they face competition from synthetic 
substitutes 

Ikriff negotiations under the auspices of GATT have led to a 
significant reduction in tariffs on manufactured goods This 
liberalisation has stimulated world trade and several developing 
countries have taken advantage of the more favourable interna¬ 
tional environment to expand their exports of manufactures. 
However, the tariff structures of developed countries still 
discriminate against export of manufactures from the develop¬ 
ing countries Generally, tariffs op imports of raw materials have 
been reduced more steeply than those on manufactured goods, 
thus leading to increased discrimination against processing in¬ 
dustries of developing couiilries. Even otherwise, the height of 
tariffs in developed countries on goods imported from the 
developing countries is much higher than the average rate of tariff 
in general. 

Furthermore, the liberalisation of trade among the regional 
groupings of developed countries and the cnlaigcment of a group 
like the European Community have also placed developing coun¬ 
tries' exporters at a disadvanuge as compared to exporters from 
countries which are membeis of the regional groupings. 

Finally, the last fifteen years have seen a significant increase 
In protectionism in the developed countries often directed 
specifically at products in which developing countries have a 
significant comparative advantage. Exports of textiles, footwear, 
steel and several other product groups fall in this category. Wry 
often, this discriminatory protectionism, of which the Multi-Fibre 
Agreement is the classic example, violates GATT rules and prin¬ 
ciples. 'Wt because of weak bargaining position of developing 
countries in international negotiations, the tide of discriminatory 
protectionism has not abated. 

The international trading environment has also been con¬ 
siderably affected by the great volatility of exchange rates since 
the collapse of the Bretton Woods system in 1971. Developing 
countries suffer more from this volatility since forward exchange 
markets in these countries ate not well developed. Moreover, 
developing countries are also handicapped because of their in¬ 
ability to offer export credit on competitive terms. 

In addition to factors affecting longer-term growth of trade, 
export trade of developing countries, dominated as it is by 
primary produas, is characterised by considerable instability. 
Prices of primary commodities in the 1980s have on the whole 
declined to their lowest level in real terms since the Great Depres¬ 
sion of the 1930s. Vet this steep decline has not led to any inter- 


natlonal attempt to subilise commodity prices No new inter¬ 
national commodity agreements have been negotiated in this 
decade and those that were in operation have faced great 
difficulties. 

In the late 1960s, developed countries had agreed to institute 
a Generalised System of Trade Preferences in favour of develop¬ 
ing countries to promote the growth of their manufactured ex¬ 
ports. However, the system is riddled with so many exceptions 
and qualifications that it has had only a maiginal impact on the 
growth of manufactured exports of developing countries. 
Developed countries have resorted to unilateral actions to 
graduate some developing countries out of the purview of GSP 
As a result, the GSP system does not provide a secure basis for 
planning of export growth. 

In the 1980s, the debt crisis has severely affected the import 
capacity of a laigc number of developing countries in Latin 
America and Africa. The diversion of resources for servicing of 
external debt has also led to a squeeze on investment in capacity 
expansion. This has also affected growth of export capacity 
expansion 

I have given you a broad indication of the set of problems ftced 
by developing countries' exports to developed countries. For 
some of these problems, no effective solutions are in sight. For 
example, the deceleration of growth in the developed countries 
and volatility of exchange rates do not lend themselves to ready 
made solutions. Some of the other problems ate being dealt with 
in the course of the Uruguay round of trade negotiations. For 
example, the Puma del Este declaration of September 1986, which 
launched the Uruguay luund, commits the GATT contracting par¬ 
ties to a stand-still and roll-back of ptutectionism Inconsistent 
with the objectives of GATT. The contracting parties have also 
promised to pay special attention to problems bced by develop¬ 
ing countries namely, liberalisation of trade in tropical produas 
and return of trade in textiles to the normal disciplines of GATT. 

At this stage one can only hope that these commitments will 
he fully honoured Nevertheless, it has to be admitted that pro¬ 
tectionist forces are pretty strung, both in the USA and the Euro¬ 
pean Community The late.st US Thtde Aa has strong protcaionist 
overtones even though much will depend on the manner in 
winch the US administration might choose to apply its various 
provisions Them is a danger that bilateral approaches for dealing 
with trade issues, such as through the recently concluded US- 
C/anada Free 'Ihide Agreement may be used more aggressively 
to include countries such as .Japan and Mexico in Europe, the 
sentiment of building “a fortress Europe” has considerable ap¬ 
peal and its temptation may increase as the Community ap¬ 
proaches 1992 when all the remaining intra-EC, barriers to the 
movement of goods and factors of production will be removed. 

If these trends gain importance, there will be fragmentation 
of the world trading system Developing countries, having a weak 
bargaining power in relation to major trading blocs will be a 
major sufferer unless they develop some countervailing power 
through increased South-South co-operation 

Developing countries share in developed countries consump¬ 
tion of most of traded products is still very small As such, 
developed countries cannot justify their Import restrictions in 
the name of avoiding market disruption or injury to essential 
domestic interests. Indeed, a period of slow overall growth of 
world trade which is now on the horizon makes it all the more 
necessary that every possible opportunity should be provided 
to developing countries to increase their share of trade for 
produas in which they have a competitive edge. 

Helping developing countries exports is of course not an act 
of pure charity on the part of developed countries. As I have 
aigucd earlier, since developing countries normally cannot afford 
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to accumulate large reserves of foreign exchange, an increase in 
exports will invariably lead to increased imports from developed 
countries. Moreover, the slow-down of the engine of economic 
growth in the developed countries can be avoided, if somehow 
the vast latent purchasing power of the economies of the third 
world can be activated In this context, it is worth noting that 
the four Asian economies of Hong Kong, South Korea, Singapore 
and llilwan are now significant buyers of manufactures on world 
markets. In 1987, they accounted for nearly one-third of accelera¬ 
tion in world trade in manufactures 
A weli-functionmg trading system backed by an efficient system 
governing capital flows can make a major contribution to the 
acceleration of growth, both in developing and developed coun¬ 


tries. Currently both these systems arc not functioning properly. 
The open trading system is now threatened by tbe use of pro¬ 
tectionism in major developed countries Capital flows which 
normally ought to flow from rich to poor countries are moving 
in the perverse direction Surplus savings of Japan and West 
Germany are being invested in the world‘s richest country rather 
than being used to help the poor countries of the world. Here 
then is both a challenge as well as an opportunity. What the world 
needs is a new global vision and strategy for promoting economic 
growth in the world, of which the core element is the promo¬ 
tion of sustained growth of the third world 'I'he development 
of the third world could provide a {H>werful stimulus to revitalize 
the growth processes all over the world. 


Catalyst to World Trade 

Excerpts from the Opening Remarks by L M Thapar, President, ASSOCHAM at the First Plenary 
Session on “The World at Cross-roads: Options and Implications” on November 17,1988. 


THE subject, "The World at Cross-roads: Options and Implica¬ 
tions”, has indeed a wide canvas. The topic has many ramifica¬ 
tions: the challenges facing the world, our different compulsions 
and strengths, the possible options and so on I hope to develop 
a framework, though the task is far from easy 

In our daily life, we have to take, as individuals many decisions 
in the context of the conditions in which wc live and what we 
wish to secure, which invariably must be for our good But, the 
attainment of benefit for ourselves may be at the expense of some 
one else This is both an economic problem and a moral issue. 
Similarly, at the national level the policy makers seek, in principle, 
to secure the welfare of the largest number of the people Here 
too the background and ideals of the policy makers decide the 
options that are chosen. 

India provides a classic example of the choices that were made 
after political independence gained in 1947 The philosophy of 
our first prime minister Pandit Jawahaiial Nehru, whose birth 
centenary the nation is celebrating this year, has had a decisive 
influence on the shaping of policies, whether economic or social 
or political. He had imbibed from his mentor, Mahatma Gandhi, 
certain idea.s like a passionate faith in peace, in truth, in the future 
of mankind and in, to the extent possible, wiping out the tears 
of the downtrodden and deprived At the same time, Nehru 
believed in modernising the economy through industrialisation 
and adopting techniques that will improve agricultural produc¬ 
tion and productivity. Gonscious of the fact that the first in¬ 
dustrial revolution had by-pa.Ssed India and the savings of the 
people were inadequate to forge ahead rapidly, planning was 
adopted as a conscious means. This Indian experiment of plan¬ 
ning within the framework of democracy was the first of its kind 
outside the socialist countries, which had and have a different 
political system. We have tried to bring about economic develop¬ 
ment and social changes by the pressure of democracy and also 
by a friendly co-operative approach, rather than the approach 
of strufqtle and elimination. 

Much has been achieved in India in the past four decades and, 
equally, a number of mistakes have been committed Never¬ 
theless, a conscious attempt has always been made, though not 
in time or in extent, to rectify the mistakes. Today, in India, we 
are trying hard to build on what has been established through 
modifications in policies. This is being done, no doubt, in 
national interest, and importantly as a constituent of the world 
community Hence, our economic policies are more liberal than 
hitherto. This is not only in regard to industrial licensing pro¬ 


cedures but also in rcspeii ol attracting foreign capital and 
technology Subjen to foreign exchange constraint, our trade 
policy has always been in the dm'ction ot promotion of free trade 
When developed countries have gone pniiectionist, India's 
import policy is increasinglv being liberalised Without being 
unduly immodest I may say with some pride that Indian thought 
IS hinged on two principles, namely, what is that wc can offer 
to the world and how well can we absorb what the world can 
offer us. Having said this I must add that you can point out lags 
in our precepts and practices Indeed, the whole world is caught 
in this trap. 

You would all agree that a dominant feature or characteristic 
of the present day world is globalisation of trade, technology, 
research and product development, finance, capital and invest¬ 
ment flows, production facilities, distribution network, marketing 
and customer service The world is knit together far more closely 
now than ever But this fact is not always reflected in policies. 
I would only refer tti a few instances to illustrate my point 
Thanks,to technological inventions, wealth is being generated 
in a manner that could not be imagined even a few decades back. 
At the same time the problem of economic security has not ceas¬ 
ed on the international as well the national plane. Even as the 
cause of peace is being promoted, violence has taken different 
forms from terrorism to political coups 

In the area of international commerce, wealthier nations are 
unwilling to accept the need for reform in the working of the 
international institutions and of the principles and rules gover¬ 
ning trade, monetary and financial organisations This is unfor¬ 
tunate There is clearly lack of understanding that in an inter¬ 
related world order, the health of the developing countries in¬ 
fluences that of the developed. At the same time, it is not as if 
the developing countries have uniformly or consistently made 
the best use of their limited resources or have availed themselves 
ot the experience and expertise which foreign capital and 
technology offer, whenever it was available. There are instances 
where resources were plainly misused or wrong priorities led 
to their'wastage Some of these countries fail under the category 
of controlled democracies or have been witnessing different 
kinds of tensions that are pulling them apart. 

At a different level even as countries of Europe are convetg- 
ing into one economic entity, breaking down barriers that have 
been holding them apart, their world view has not changed. The 
same openness is not there in their trade relations with the rest 
of the world. Even amongst them, it is doubtful if the same kind 
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of openness will be there in inter-country agricultural sales as 
in the case of industry sales. 

The industrially advanced countries have been suggesting for 
some time that the ambit of GATT should be wtllencd to include 
services, is it because of a certain new surge in the service sector 
in developed countries and their confidence they will, with the 
advantages they have developed in information technologies, 
electronics and so on, be able to overwhelm the rest of the world? 
While they want free and fair trade covering services they are 
reluctant to open up their countries to the exports of manufac¬ 
tured items, by developing countries, particularly where such 
expons impinge upon domestic employment. The proliferation 
of tariff and non-tariff barriers arc a clear evidence of this. This 
is in contradiction to GATT rules, in these circumstances, 
developing- countries have been unwilling to go in for an 
amplification of GATT’s role as to include services The apprehen¬ 
sion is that the developed countries may overthrow such new 
rules as may be framed for services if they do not suit them. 
Moreover, developing countries want their economies to be levell¬ 
ed up such that they could compete on equal terms in the export 
of manufactured goods 

The world is clearly in a state of flux The hitherto closed 
economics of Soviet Union and China are loosening up, perhaps 
not to an extent, the ideologues of the west would like them 
to, but loosening up nevertheless There seems to be a tendency 
for regional and sub-regional economic entities to come into be¬ 
ing and arranging for enlarged trade amongst themselves and 
shutting out imports from the rest of the world An important 
and significant development nes'crtheless is that there is presently 
much greater similarity bciwecn the industrial economies within 
the communist countries and the industrial economies within 
the western bloc. This convergence to an extent is a positive 
development which could perhaps pave the way for greater in¬ 
ternational economic co-operation. Trade is the main vehicle or 
engine of growth and unless and until it is relatively free, 
economic growth would not take place on the desired scale. 

Let us first take international trade. Often, countries behave 
in a manner as if they can be autarkic, worse still, they indulge 
in policies akin to 'beggar thy neighbour' approach of the 30s. 
Multilateral negotiations via GATT have not been able to bridge 
the differences pertaining to trade issues among different coun¬ 
tries, the centrally planned, mixed, plan driven, Anglo-American 
and developing. 

While centrally planned economies have introduced a ceruin 
degree of autonomy recently, Soviet Union, even after Michael 
Gorbachev’s glasnost, shows that trade negotiations are still to be 
conducted basically with 21 ministries and 72 state enterprises, which 
means there is still quite a bit of concentration of power and authori¬ 
ty, which does not lead to the desired openness. 

In mixed economies, such as France, Sweden, etc, as also in plan 
driven economies such as Japan, Korea, Thiwan, etc, there is skilful 
blending of governmental strength with market flexibility. Once deci¬ 
sions are taken, government backs them with resources where re¬ 
quired and trade protection, if necessary. These introduce di.storting 
elements in international trade. 

The US has traditiopally had an open attitude to trade and has 
reduced tariff barnei|s Over the years. However, increased trade com¬ 
petition from Japan,'Korea, TMwan, etc, among others, has forced 
her to go in for protectionist mWsures. It has been estimated that 
special trade protection in 18 industries has resulted in US consumers 
paying US $ 54,000 million more in prices in 1984. It highlights 
what protection does. More insiduous than uriffs, which are 
transparent anyway, are non-tariff barriers ranging from voluntary 
restrictions to rejection of items on so-called health violation 
-grounds. 


Developing countries which are a heterogeneous group are relative¬ 
ly less competitive except for the four tigers. In the case of developing 
countries, terms of trade are mostly adverse, whether it is primary 
commodities or minerals that they are exporting. Where they have 
developed export capability, such as in textiles, over 61 per cent of 
their exports have run into non-tariff barriers as against 21 per cent 
of the exports of the industrial countries. Even in other manufac¬ 
tured goods, 31 per cent of developing country exports attract non 
tariff barrier restrictions, as against 18 per cent of similar exports 
by industrial countries. In other words, where they develop some 
export capability, they are subjected to handicaps such as counter¬ 
vailing duties or non-tariff barriers. 

The sooner it is realised that maximum gains are achieved under 
free trade the better it is for all, because that would help the efficient 
structuring of production. Multilateral negotiations are the best 
means to achieve open markets and enlarge trade. What will other¬ 
wise happen is that non-tariff barriers will lead to retaliation and 
result in a decline in world trade and nations will resort more and 
more to bilateral trade deals and counter trade. It would lead to 
a mis-allocation of resources internationally. For the reason that 
different economies are propelled by different forces, dismantling 
of trade and non-trade barriers cannot be done at one go and will 
only be achieved in stages. A strategy as will help enlarge trade 
without undue disruption to the economies or exports of different 
countries will have to be worked out. 

The new protectionism is closely related to excessive fluctuations 
in exchange rates and misalignment of currencies. Exchange rate 
volatility, as you all know, increases uncertainty in international trade 
and payments. International economic co-operation, as enshrined 
in the Bretton Woods Agreement, was the basis on which economic 
development and trade growth took place. Fluctuations of the type 
witnessed in recent years, over valuation of the dollar initially and 
its slide-down in recent times in relation to other major currencies, 
have thrown the relative exchange rate position out of gear. This 
is clearly not conducive to economic or trade growth. The'Louvre 
Accord on exchange rates but also its subsequent reiteration by G7 
countries failed to fructify. The main question to which we should 
address ourselves is whether countries should be allowed to indulge 
in competitive depreciation of their currencies or they should define 
and agree on broad policies and co-operate in their implementa¬ 
tion. through instruments such as exchange rate zoning and targeting 
or direct intervention in exchange markets. 

Apart from uncertainty induced by frequent changes, over valua¬ 
tion of a nation’s currency is equivalent to an import subsidy and 
under valuation similarly to an import tax; both these are undesirable 
and are, in my opinion, restrictive to the growth of trade Compared 
to the rate of growth of trade in 50s, 60s and even 70s. the 80s 
witnessed low or nil growth rates. 

While the trade deficit of USA and the debt problems of Central 
and Latin America have been holding attention developing coun¬ 
tries have been facing tremendous difficulty arising out of aid fatigue 
on the part of the rich countries and debt problems. Besides that, 
official development assistance has stagnated, direct foreign invest¬ 
ment is mostly concentrated in developed industrial countries or 
in middle income developing countries. In the latest period for which 
such data are available, 1980-83, industrial countries received 63 
per cent of the total investment, Latin America 14 per cent and the 
rest of Asia including Middle East only 11 per cent. Even here, it 
is only a few countries on the outer periphery that attract the bulk 
of the investment. This has held down growth in developing coun¬ 
tries because foreign direct investment is an important vehicle for 
the transfer of technology. Looking at it differently, the competitive 
position of developing countries has remained stunted on account 
of lack of access to developmental aid and direct foreign investment 
in sufficient measure. Their inability to use judiciously whatever 
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Aid and investment they obtained compounded their difficulty. 

Science and technology have been growing exponentially, one 
nourishing the other. Developing countries have not had their share 
of technology because R and D again is concentratd in the developed 
countries. It is estimated that 90 per cent of total R and D in non¬ 
communist countries is done by TNCs. Not only is the R and O 
effort of developing countries limited but their tack of access to 
technology and their relative inability to absorb technology and in¬ 
novate upon it, have denied them the fruits of economic 
development. 

Per Capita GNP in low income countries was just US $ 270 in 
1986, as against US $ 1,270 in middle income countries, US $ 1,890 
in upper middle income countries and US $ 12,960 in industrial 
market economies. How skewed income and purchasing power is 
will be seen from these figures. The basic problem facing less 
developed countries is their inability to grow on account of lack 
of capital equipment, lack of access to aid and technology. This 
is best brought out by the statistic that per capita average annual 
growth between 1965 and 1986 in other low income countries i e, 
low income countries excluding China and India was 0.5 per cent 
as against 2.3 per cent in industrial market economies. 

Three quarters of world's population live in relative poverty and 
a third of the poor wallow in abject misery. More than 700 million 
people are under-fed. Nearly as many are illiterate and about 1.5 
billion have no access to public health facilities. These are disturbing 
figures. Contrast this with the trillions spent on arms. Should not 
the leaders of the world recapture the spirit that prevailed at 
Dumbarton Oaks and Yalta in matters concerning politics and 
Bretton Woods in matters concerning economics and reconstruct 
relationships on more rational lines? 

At a different level, while there is poverty and deprivation in large 


pans of the worM, there is multiplication of wants on an un¬ 
precedented scale not only in the rich countries but in the small 
islands of prosperity in the poor countries. We all know that the 
motive force behind economic growth is demand for goods. Having 
said that, I urge that we also consider how best we learnt to replenish 
what we use, whether it is resources or more generally environment. 

At the current rate of production, known reserves of natural gas 
are expected to last three decades, oil six decades and coal 600 years 
at the most. Can we switch over to renewable sources of energy and 
nuclear power? What are the cost implications? And considering 
the disasters at Chernobyl and Three Mile Island, how safe is nuclear 
power? What about Other raw materials? 1 know the emergence of 
exotic or new metals has opened immense possibilities. All the same, 
the costs are such that even developing or middle income countries, 
may not be able to adopt the technologies immediately and will 
have to depend upon the developed countries to supply them. Can 
the world economic system be sustained by such oneway traffic? 
My intention is not to give a lop-sided or scary view. Should not 
science and technology be devoted to the betterment of the living 
standards of people and utilising existing resources more gainfully 
and replenishing or replacing them constantly? 

The important thing is, that it is not for the first time that the 
world is delicately poised at the cross-roads. It is perhaps now, more 
than evei before in the past that international awareness of man 
must match with the capacity he has developed in the areas of science 
and technology so as to enable him to make the right choices before 
being overtaken by events. This awareness must be leavened by a 
firm faith in the universality of mankind and that man will realise 
himself even as an economic being only in the context of his wider 
humane personality. 
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Development Strategy for the Next Phase 

Perspectives and Priorities 

V M Rao 

Agricultural Development in India: The Next Stage, The Indian Society of 
Agricultural Economics, Himalaya Publishing House, Bombay, 1988. 

Who Shares? Co-operatives and Rural Development, D W Attwood and 
B S Baviskar (ed), Oxford University Press, Bombay, 1988. 


WHILE researchers revel in controversies on 
nagnitude of growth rates and levels of 
joverty in the Indian economy, few would 
lispute that the present structure of society 
uid policy milieu are not conducive to aboli- 
ion of poverty in the sense of absorbing the 
xx>r in mainstream activities and processes. 
There is considerable anxiety among policy- 
nakers that, for a more effective focus on 
he poor, the Eighth Five Year Plan strategy 
hould have a major emphasis on decentra- 
isation and on better administration and 
trogramme implementation at the district 
md lower levels. This is a legitimate anxiety 
>ut it is equally necessary to be forewarned 
tgainst a perspective looking for solutions 
or all the problems of the poor primarily 
n improvements at the grassroots level. The 
Jeficiencies in structure and in policy 
frameworks cannot be corrected by looking 
only at the grassroots. And. yet, the present 
euphoria among the policy-makers on 
panchayati raj appears to carry precisely this 
risk. 

A happy point about the two books under 
review is that, though differing in their scope 
and concerns, they serve the purpose of 
emphasising specifically those dimensions 
in the development debate which get neglec¬ 
ted in the populist perceptions and diagnoses 
of the problems of poverty. The first of the 
two books contains the presidential address 
and the ten key papers presented to the 46th 
Annual Conference of the Indian Society of 
Agricultural Economics held in December 
1986. The presidential address looks at the 
recent changes in the incidence of rural 
poverty relating them to the larger context 
of the changing features of the agrarian 
economy. The conference theme was ‘Agri¬ 
cultural Development Strategy for Growth 
with Equity' and the key papers, prepared 
by the leading scholars working on the 
theme, cover the major policy issues raised 
by the them6 arranged under three headings 
—science and technology policy; policies 
pertaining to agrarian structure and institu¬ 
tions: and, policies on prices, taxation and 
poverty alleviation. The second book con¬ 
sists of papers presented to an international 
symposium held in Canada in 1983 to 
discuss the comparative experiences of the 
developing economies in the area of co¬ 
operatives of rural people and their con¬ 
tributions to rural development. The sympo- 
' sium paid particular attention to the Indian 


experiences with a view to starting what the 
editors of the book describe as “a new and 
more intensive phase... (oO a comparative 
analysis of rural co-operatives of various 
types and in various regions of India". We 
find that a combined review bringing 
together the insights from the two books is 
of help in seeing the complementary links 
between the policy issues on one hand and 
the capacity of the rural people to mobilise 
for development on the other. Specifically, 
the ISAE papers show how the prevailing 
socio-economic milieu allows elitist orienta¬ 
tion and biases to arise in strategies designed 
to achieve growth with equity. This happens 
because of the inability of the poor—which 
IS amply reflected in the analyses of co¬ 
operatives in the second book—to' come 
together for acquiring a decisive influence 
on the making of policies and their 
implementation. 

Let us first see the elitist elements in 
policies enumerated in the ISAE papers. 
C H Hanumantha Rao points out the 
“dichotomy between the factor endowments 
of the developed pockets and large farmers, 
on the one hand, and the rest of the farm 
economy on the other. The former are usual¬ 
ly articulate and exert greater influence on 
policy-making and research!' According to 
him, this influence working along with the 
elitist and west-oriented perspectives of the 
scientific establishment has the effect of 
diminishing the capacity of “processes of 
scientific research and public policies” to 
function in harmony with out factor endow¬ 
ments and consistent with the objectives of 
eradication of poverty. Looking ahead, 
Hanumantha Rao argues that scientists have 
to increasingly address themselves to “less 
endowed and difficult environmental 
situations... (and) in socio-economic terms 
agricultural research has to take into account 
the low investible capacity as well as limited 
risk-bearing capacity of small and marginal 
farmers and those in the tribal areas”. An 
interesting insight provided by Hanumantha 
Rao is that the emphasis in research should 
shift from crop-specific yield increases 
obtained from intensive use of modern and 
costly inputs—diettfted by the technocratic 
view of research objectives—to maximising 
the combined income from all the crops 
which could be grown in a year by a small 
or marginal farmer. 

A crucial component in the agricultural 


strategy for the next phase is the approach 
to be adopted for the development of 
dryland farming. N S Jodha’s stock-taking 
paper on efforts to generate and adopt new 
technologies for dryland farming shows that 
while the 'crop or seed-centred lechnolgoy’ 
has a fairly good field record, this is not true 
of the critical and complementary ‘resource- 
centred technologies' covering soil and 
moisture conservation and water-harvesting 
techniques and their efficient adoption by 
the farmers. Even within the former group 
of improved technologies, the main bene¬ 
ficiaries have been the major coarse cereals 
with the minor cereals, pulses and oilseeds 
lagging behind. This imbalance is a telling 
symptom of lack of sensitivity in our 
research infrastructure as pulses and oilseeds 
are commodities with steeply rising prices 
and, further, oilseeds also need large imports 
imposing a strain on the foreign exchange 
resources. As regards the ‘resource-centred 
technologies’, their successful adoption by 
farmers needs co-operative action at the 
group, community and watershed levels. The 
present context is uncongenial for co¬ 
operative action as the old modes and habits 
of cooperation are diminishing among the 
rural people and official measures and even 
the incentive of substantial economic returns 
to farmers are seen to be quite ineffective in 
building up co-operative forms of behaviour 
at the required pace, scale and spread. An 
unfortunate con.sequence of the.se weak¬ 
nesses in the dryland technologies is that 
their development thrust remains at the sub- 
critical level along both the dimensions of 
growth and equity. Considering the large 
spatial and population coverage of dryland 
agriculture in India, this is clearly a policy 
area deserving the highest priority. 

The biases favouring the ‘haves’ are 
equally evident in the spread and distri¬ 
bution of gains of highly productive moder¬ 
nised agriculutre as indicated by the papers 
by G M Desai and B D Dhawan. In fact, the 
prevailing use of scarce inputs like fertiliser 
and irrigation can be regarded as failing all 
the relevant criteria. It is not cost-responsive 
in the sense that the users of these inputs 
pay a fraction of their real cost with the con¬ 
sequent diminution of the role of costs as 
signals guiding the decisions on allocation 
and intensity of use of these inputs. Second, 
the skewed regional distribution goes against 
the growth objective as it has the effect of 
underutilising the potential for agricultural 
growth available in areas now starved of 
fertilisers and irrigation water. Third the 
prevailing pattern of use also fails the equity 
test as the concentration of irrigation and 
fertiliser occurs among the influential 
sections of farmers and not those whose 
needs are more pressing and genuine. While 
there are a number of proximate causes and 
circumstances explaining these features of 
use of high-valued modern inputs in the 
Indian agriculture, the ISAE papers go 
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beyond them to trace the roots of problems 
to what may be described as the political 
economy of Indian agricultural and rural 
development. 

The instances given above should be 
enough to emphasise the point that what is 
needed in the next pha.se of development is 
not so much marginal adjustments and 
redesigning of policies but substantive 
changes in the development strategy itself. 
The point that improvements at the grass¬ 
roots level, by themselves, would not carry 
us far in this direction is brought out well 
in M V Cadgil’s paper on agricultural credit. 
His findings show that despite the “specta¬ 
cular increase in the supply of formal agri¬ 
cultural credit accompanied by a widening 
of the base of the institutions dispensing 
such credit”, the effective credit widening in 
terms of coverage of poor has been very 
modest and, further, “credit is a necessary 
but not a sufficient condition for agricul¬ 
tural gowth and that its disparate impact on 
growth in different parts of the country has 
to be traced to factors other than credit, 
including the environment in which the 
credit institutions operate. A stress in public 
policy merely on credit growth, in isolation 
from measures to improve the environment, 
is therefore likely to yield poor results.” 

Another insight provided by ISAE volume 
is that, given the elitist distortions in 
agricultural research, allocation of inputs 
and provision ot credit, the important group 
of macro-level measures like manipulation 
of prices, taxes, subsidies, etc, with a view 
to providing an incentive-cum-disincentive 
environment favourable for the objective of 
growth-with-equity lose much of their text¬ 
book rationale and efficacy. For example 
D S IVagi’s paper comes to the conclusion 
that “producer price support as such can in 
no way be adjusted to reduce income in¬ 
equality which it necessarily generates 
because of wide inequality in land distribu¬ 
tion ... price policy should not be regarded 
as an important instrument for bringing 
about equity. In view of the above, price 
policy implementation needs to be accom¬ 
panied by structural and other non-pricc 
measures to directly tackle the question of 
equityl’ Similarly, C H Shah finds that 
“Food and fertiliser subsidies have steeply 
increased in the recent period,.. however, 
though they appear to be transfers in favour 
of agriculture, fertiliser subsidies help large¬ 
ly the industry and food subsidies pre¬ 
dominantly the urban poor”. It may be men¬ 
tioned here that a point particularly stres¬ 
sed by G M Desai in his paper referred to 
above is that the price-cum-subsidy measures 
by themselves would achieve little in pro¬ 
moting fertiliser use beyond areas and 
groups where it is now concentrated. 

In view of Aft weaknesses noted above in 
^^the overall |idlicy regime for agricultural 
' growth and equity, it is hardly surprising that 
G Pair^ia.sarathy’s analysis of recent rural 
changes ends on\ dismal note that “there 
is a stuMsont persistence of rural poverty at 
high levels and the challenges ahead in 


t>r 


eliminating (it) are great”. Based on the 
recent trends, he cautions that “we should 
expect a larger class of landless labour and 
a higher degree of casualisation... as the 
elasticity of employment with respect to 
agricultural output is likely to be lower, even 
at higher rates of agricultural growth, crop 
production is unlikely to absorb them”. 

A meaningful peering into the future 
needs the identification of what may be cal¬ 
led the distinguishing characteristics from 
the point of view of strategy of the next 
phase in agricultural and rural development. 
Some of the priorities should be obvious 
when they relate to the half-finished tasks 
which need to be pursued further like 
spreading the new technologies and practices 
in dryland agriculture and micro-level plan¬ 
ning for integration of anti-poverty schemes 
with the mainstream development program¬ 
mes. The crucial question is; are there tasks 
which are not now on the agenda but which 
need anticipation and preparation in ad¬ 
vance? Moving along this line of argument, 
it is but natural to ask in the light ol the 
insights provided by the ISAE volume 
whether something could be done to insulate 
our plans, priorities and programmes against 
elitist influences and distortions. 

The present phase of the strategy with 
respect to equity could be described as a 
phase pre-occupied with deployment of 
development personnel at the grassroots, 
establishment of contact and rapport with 
the target groups and building up a delivery 
system for a wide range of development in¬ 
puts and services. It is also a phase in which 
the target groups remain relatively un¬ 
organised and passive recipient of what the 
delivery system offers. But, one effect of the 
presence and spread of a delivery system— 
even with a modest degree of credibility and 
efficacy— is a slow erosion of attitudes of 
passivity and resignation on the part of the 
target groups. Besides, there are many other 
influences present in our villages today, some 
tempting and others compelling, the dif¬ 
ferent rural strata to get to know and deal 
with the wider world outside the village. 
Better informed and more vocal and active 
target groups among the rural poor would 
offer the development strategy an oppor¬ 
tunity to prepare and reorient itself for a 
phase marked by increasing politicisation of 
the poor, improvement in their willingness 
to participate in various schemes and some 
progress— however slow and uneven— in 
giving them a greater say in development 
plans. 

This is our view of the next phase in 
Indian development— a phase characterised 
by growing pressures among the poor to join 
the mainstream economy. How should the 
development strategy respond to these pres¬ 
sures given its twin constraints: (i) inability 
to step up the growth rate markedly to 
expand the economic space available to the 
poor and (ii) limited scope for radical reform 
of inequkous structures and relationships? 
The ‘evolutionary’ response to this question 
would be to suggest a stei>wise approach. 


The first step could be in the direction of 
formation of ‘watch-dog' committees bf 
target groups to help them in acquiring the 
skills of monitoring implementation and 
checking leakages. The second could be 
to help them play an active role in the 
panchayati raj functions and politics. Our 
ob.servation in the field has been that com¬ 
mitted development administrators can and 
do find openings in the changing rural situa¬ 
tion to take the initiative along these 
directions. 

Even more important in the next phase 
would be the opportunities becoming 
available for involving the poor directly in 
remunerative productive activities which 
would mean a blending of both growth and 
equity objectives. The IRDP experiences 
show that a household-by-household 
approach to promote such activities has not 
been very successful. In the long run, co- 
operativi.sation of producers may be the only 
practicable way in many fields of economic 
activities of creating viable opportunities of 
self- employment for the rural poor This 
may seem a surprising propostion consider¬ 
ing the poor past record and present posi¬ 
tion of co-operatives in Inida While that is 
indeed the overall position of co-operatives, 
there are numerous instances where the co¬ 
operatives have succeeded. There is much to 
learn from the.se instances about the ‘how 
and why’ of the successful co-operatives and 
the problems they encounter through thetr 
periods of ge.station and coming of age. The 
second book under review should be of 
particular interest to researchers and others 
looking for the country experiences and case 
studies of co-operatives in developing 
economies. Keeping in mind the focus of this 
review on the next phase in Indian develop¬ 
ment, we briefly indicate below the relevant 
insights emerging from the book. 

In his paper on approaches to co-operative 
development, Goran Hyden -draws an in¬ 
teresting distinction between the two main 
approaches tried out so far. By his criterion, 
the approach underlying the official pro¬ 
grammes in India for building up co¬ 
operatives is the ‘blueprint’ approach bas¬ 
ed on the notion that “a tested model (for 
setting up co-operatives) exists, which can 
be applied and replicated in an effort at 
planned development”. Given our ‘top- 
down’ mode of development planning, the 
results of the blueprint approach—quite 
predictably— conform to the experiences in 
many developing economies which Hyden 
sums up as “the almost blind application of 
the blueprint approach has lowered popular 
confidence in the ability of public institu¬ 
tions to bring about development... the for¬ 
mally registered co-opetatives have become 
strangers to the political economy and social 
structures emerging... As a result, their 
continued existence increasingly depends 
upon outside assistance and support". 
Hyden believes that development of genuine 
co-operation needs an approach which 
“takes as its starting point w^at exists on the 
ground and encourages organisational 


28 


Economic and Political Weekly January 7, 1989 



development from below or from whhin (by 
offering) a new support structure which will 
enable these (viz, the existing local common- 
interest organisations) to flourish on their 
own terms”. 

Is our rural setting congenial for develop¬ 
ment of CO- operatives? Not surprisingly, the 
contributors to the second book do not take 
an unequivocal position on this issue. 
Bandyopadhyay and Von Eschen find in 
their study in West Bengal a region “hardly 
touched by the technical improvements 
which stimulated agricultural production in 
other parts of India. Official co-operatives 
did not function at all in this region, and 
informal co-operation was almost entirely 
absent as well. This resulted from extreme 
social inequalities!’ But other papers do 
report successful cases. Particularly interest¬ 
ing are the papers on co-operative sugar 
factories and on dairy co-operatives in 
selected regions in India. There are no claims 
in these papers about the replicability of 
.such co-operatives over wide regions with 
differing conditions. In tact, the conditions 
underlying the success are usually unique 
and markedly region- cum-penod specific. 
For example Baviskar lists the following 
factors favouring the dairy co-operatives in 
Gujarat; “long tradition of milk production, 
the fertile and irrigated land to provide 
fodder, proximity to a large market in 
Bombay, the business orientation of Gujarati 
milk producers, the skilled political leader¬ 
ship provided by the Patidars, creation of 
an efficient managerial cadre, consistent 
support from the state and central govern¬ 
ments and the generous aid from the various 
international agencies!’ 

The fact that the successful co-operatives 
cannot be replicated at will on a large scale 
does not, by itself, imply lack of scope for 
development of co-operatives. It only means 
that the development policies must Hrst plan 
for creation of opportunities in a region— 
by looking at the existing activities and the 
prevailing modes of informal co-operation 
among the people in the region—which 
make co-operative ventures economically 
remunerative and, then, think about 
measures to build up such co-operatives and 
to support them until they become viable. 
As Attwood appears to argue in his paper, 
a co-operative with a viable economic base 
and perceived as such by the rural people 
would have a good chance of success in the 
field in large parts of rural India. However, 
he finds that such societies would need a 
mixed group of members consisting of both 
the poor and others from the upper strata 
having the attributes of entrepreneur-cum- 
ieadership. It is only to be expected that 
‘mixed’ grouping of rural people would offer 
room for the domination of the weak by the 
strong though the presence of the latter in 
the group could very well be a necessary con¬ 
dition for the technical-cum-market success 
of the group. 

It is interesting to speculate on the impli¬ 
cation of Uiis dilemma for the development 
strategy. The emphasis of our strategy for 


the poor so far has been on separating them 
from the rest of the population for special 
attention and programmes. This approach 
becomes essential when the objective is to 
provide relief and support to the poor. The 
poor have to be identified; their priority 
needs—as perceived by the poor 
themselves— have to be assessed, and, 
finally, schemes need to be designed with a 
focus on the poor and their priorities. It is 
easy to see that programmes helping the 
poor to join the mainstream cannot quite 
follow this approach. The poor can be 
regarded as having joined the mainstream 
only when they can dispense with props and 
special assistance provided by the govern¬ 
ment or other aid-giving agencies. Indefinite 
continuation of such assistance might 
hamper the integration of poor by tempting 
them to want to cling to their new label and 
the preferential treatment going with it. On 
the other hand, a premature termination of 
assistance would leave the poor vulnerable 
to the pressures from the rich. The charac¬ 


teristic of the new phase in Indian develop- ^ 
ment is likely to be a number of such dilem- ,i 
mas reflecting the inevitably slow and dif- 
ficult process of bringing about changes in I 
the prevailing policies for the poor and in 
the perspective and focus of these policies, v 
The two books under review would be of 
considerable help to the policy-maker in 
getting a preview of the next phase and of 
its challenges. As regards the researcher, 
there is much in these books to motivate and . 
cheer him. They clearly reflect the need for ' 
wide-ranging and probing social science 
inputs into the next round of policies. It is 
only such inputs which could check the per- . 
sistent trait in our strategy to seek easy solu¬ 
tions for difficult problems. Unlike in the 
paternalistic phase of the past, the next ' 
phase in Indian development is likely to need 
substantially larger support from social 
sciences as the policy-maker comes under 
increasing pressure from those whose way 
to development is barred by neglect, in¬ 
difference and numerous biases in policies. 


Shivaji and Maratha ‘Swarajya’ 

Gail Omvedt 

Land and Sovereignty in India: Agrarian Society and PoliticB under the 
Eighteenth Century Maratha Swarajya by Andre Wink; Orient Longman: 
University of Cambridge Oriental Publications (36), 1986. 


THE 17th century Maratha ruler Shivaji is 
one of the historically controversial figures 
in India. Not only as between, Maharashtra, 
where he is adulated, and without, where he 
is identified with the looting (hat accom¬ 
panied Maratha expansion throughout India 
under the Peshwas and their feudatories, but 
within Maharashtra also. In the 19th century 
Jotirao Phule wrote a powada (ballad) 
describing Shivaji as a peasant king. But it 
has been the ‘Hinduistic* interpretation of 
Phule’s Brahman rivals that has come to 
dominate; Shivaji as the fighter for self- 
determination against Muslim oppression, 
the ‘protector of cows and Brahmans’, the 
founder of a ‘Hindu rai’. There has been a 
subsidiary Marxist type of interpretation of 
Shivaji as a founder figure of Maharashtrian 
nationalism, but this has had less influence. 
The dominant theme has been the projection 
of anti-Muslim ‘Hindu nationalism’ into the 
past, and today with the help of Shiv Sena 
what some have described as the ‘politics of 
flags and statues’ has been spreading, with 
Ambedkar seen as representing Dalits and 
Shivaji as representing middle-caste Hindus. 
‘Shivajayanti’ has become an occasion for 
rioting. 

IVvo recent books in Marathi have sought 
to combat this poison, one by a CPI leader 
of Kolhapur, Govind Pansare, ShivnJi Kon 
Hota? (Who Was Shivqffi, and the other by 
Shaiad .loshi. Anil Oote and Rajiv Bansar- 
dikar of the Shetkari Sanghatona, Shet- 
karyanca Rnja Shivaji {Shivaji, RaJa oj 
Paisanis). With some importaht differences 
of emphasis and style, both give the same 
interpretation: Shivaji was not anti-Muslim 


but anti-Sardar, representative of the peasant 
masses in fighting against exploitation, one 
of the few rulers in India who peasant, 
Shudra and Dalit masses should call ‘ours’. 
Basically this is the way the Maharashtrian 
peasant masses also view Shivaji. In spite of 
the degree to which in recent times some 
anti-Muslim sentiments have taken hold, the 
rural population has little use for the f 
Brahmans and feudatories who were the ' 
presumed inheritors of the ‘Hindu rai’. A TV • 
serial like ‘Swami’ (picturing one of the 
Peshwas) might be popular in Bombay or 
Pune, never in rural Maharashtra, where 
popular images are of the captains leading 
guerrilla-style fighting and where, of all the ’ 
rulers after Shivaji, only the queen Ihrabai 
has some popular appeal (as a fighting ' 
woman). In fact the dichotomy of interpreta¬ 
tion reflects in part a broader, if more con- ! 
fused, division of even current popular 
memory. 

What can historians say about this kind' 
of controversy? A recent study by a Dutch 
scholar on the Eighteenth Century Maratha 
Swarajya holds a tantalising promise. Wink, 
to be sure, is not concerned with Shivaji as 
such and not at all with current com- 
munalism; but surely a study of Maratha 
land and politics should give some historical - 
basis to clashing historical claims. 

This proves to be only partly true. Wink’s 
main aim is to interpret the nature of pre- .', 
colonial eastern political systems, in par- 
ticular that of the Mughal empire in India. 
His basic argument is against interpretations 
that see the Mughal empire as failing into 
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decline or ‘anarchic disorder’ in the I8th cen¬ 
tury in the face ol local ‘zamindari revolts' 
as typified in the rise of Maratha, Sikh, Jat 
and other local powers. Not only does he 
hold that there is no evidence of economic 
decline; his basic point is that interpreting 
these assertions as ‘rebellion’ against a cen¬ 
tral power reflects modern western political 
concepts of sovereignty defined as absolute 
within a clearly conceptualised territory. 
Rather than a ‘revolt’ against the Fmpire, the 
/Una of the Marathas in the 18th century 
represents- along with that of other groups 
like the Jars. Bundcla.s, Sikhs, etc, tn the 
north—the ultimate result of Mughal expan¬ 
sion in India (p 31). 

Fiina, a term of Arabic origin around 
which Wink centres much of his analysis, 
is usually interpreted as ‘rebellion’ or ‘sedi¬ 
tion’ but IS rather, he asserts, descriptive of 
the normal process of political assertion 
and competition by which feudatories/ 
intermediaries/zamindors of all levels .sought 
to expand their own power at the expense 
of overlords or neighbours wilhin the 
system. Both ancient Hindu and Buddhist 
political theories (eg, Kautilya’s Arthasastra) 
and Muslim theories postulated a universal 
sovereignty, linked not with territory but 
with the maintenance of religion, within 
which local powerholders contended. What 
from the point of view of an overlord was 
‘rebellion’ or 'subversion' was in fact political 
competition; and it was not so much a 
matter of armed rebellion as of alliances and 
intrigue—the Arlhasastra king making an 
ally of the ‘enemy of his enemy' and under¬ 
mining rival rulers through spying and pro¬ 
paganda; the process of “conciliation, gifts, 
sedition, force, alliance, separation’’ as 
described in an 18th century Marathi 
political treatise (p 33), Kingship or ruler- 
ship here make seek some religious legitima¬ 
tion, but it has no clear territorial base, no 
linkage with a ‘people’ (nation or proto¬ 
nation) and certainly no representations of 
the aspirations of a group seen as exploited 
in either religious or economic terms. 

The Mughal ‘expansion’ into the Deccan 
from the end of the 17th century is seen not 
as the extension of centralised authority, but 
as a process that involved Muslim nobles 
and princes attempting to establish indepen¬ 
dent power bases and allying with local 
Hindu zamindars and petty chiefs in the 
process. This provided the political oppor¬ 
tunity for the ‘rise of the Marathas’—one 
significant group of these local ‘zamindars’, 
with still strong links to peasant cultivators 
in a region of relatively equal! tarian villages. 
But this Maratha assertion never really 
meant a break with the empire, according 
to Wink, who argues that ‘Maratha Swarajya’ 
was almost always interpreted without con¬ 
testing Mughal overlordship (p 40ff) 
Further, religioufi ^stifications such as 
‘Maharashtra dhii||nt’ were hardly regional- 
national ideological assertions but fairly 
empty'reiteiations of the Brahmanic Hindu 
varnashrama dharma (p 48), its main use 
dating (significantly) from the post-Shivaji 
period. 


Wink’s analysis leads to some interesting 
conclusion. From this point of view, 
European conquest did not occur within a 
decaying political system or one in which 
there was unusual economic exploitation, 
deterioration of trade and agrarian eco¬ 
nomy; the ‘restoration of law and order' was 
simply an ideological justification of 
colonialism (p 388). If there was a problem 
of unity by the 18th century it was not due 
to decline but to a ‘local accumulation of 
power’ (p 380)—a thesis of the ‘rising 
gentry’. 

The political system he describes can also 
be looked at in terms of recent debates on 
‘feudalism’ in India. As against older 
marxist historians like D D Kosambi and 
R S Sharma who saw a general process of 
feudalisation beginning with land grants to 
Brahmans and others from the 6th-IOth 
century AD, recent scholars such as Harbans 
Mukhia have argued for a basically free 
peasantry whose conflict with the state was 
primarily over the degree of revenue extrac¬ 
ted and who themselves controlled the pro¬ 
cess of production. Wink not only confirms 
those who emphasise the overriding role of 
watan and inam claims (including at points 
claims to land and labour as well as shares 
ot the revenue) within the Maratha system, 
but his analysts of an assertive gentry strug¬ 
gling for power within the system implies a 
general feudal polity—though he does not 
use the concept but rather less controversial 
terms such as ‘gentrification’ and ‘accumula¬ 
tion of local power’. To be sure. Wink makes 
the point clear that in contrast to the more 
backward, largely subsisumoe-based European 
economy, that of India was more monc- 
tarised and with more bureaucratic manage¬ 
ment. But there is no reason why a basically 
dispersed authority (rights to the surplus 
held primarily by intermediary ‘lords’) 
within a religiously-legitimated political 
system should not be looked at as a type of 
feudalism. 

Beyond a certain point, however. Wink’s 
study cannot help with these problems, of 
analysis. The basic problem is that there is 
no conceptualisation of exploitation or con¬ 
tradiction within his analytical framework, 
indeed no real look at material production 
processes. Agrarian management systems 
and revenue systems appear, but not the toil¬ 
ing peasant; gentry and overlords in com¬ 
petition, but not the producers. In seeking 
to analyse the type of political system that 
existed, he stays within the limits of the elite’s 
self-understanding. We get no analysis of the 
processes of surplus extraction, nor of the 
growth of production and trade that must 
have provided the economic base for the ‘ris¬ 
ing gentry’. And above all, there is no basis 
to ask whether a rebel ruler such as Shivaji 
could have represented a ‘peasant revolt’ 
because there is no way of conceptualising 
such a thing as a ‘peasant revolt’. 

Still, Wink’s model and his detailed ex¬ 
amination provides enough historical indica¬ 
tion for at least some qualitative uniqueness 
of Shivaji. Shivaji’s successors may have 


accepted Mughal overlordship: Shivaji 
himself seems to have had more absolute 
ambitions as shown in his rajyabhisheka or 
coronation ceremony, his taking of the 
ancient (then apparently unusued) title of 
chatmpati. Most significant was his con¬ 
sistent policy of overriding intermediary 
vatandari rights and claims to establish a 
direct relation of the state with the village 
producers: 

In other parts of his jagir and everywhere in 
his later conquests, Shivaji put all the vriiis, 
izafats and vatans with their ‘rights and 
perquisites’ under sequestration, indemnify¬ 
ing the incumbents with annual cash 
allowances . .Simultaneously with the 
sequestration of the hereditary estates, 
Shivaji introduced batai. In effect this 
implied (hat the cash allowances of the 
former vatandars were now paid from a 
government-sold portion of the rajhhag of 
batai. With this latter fixed at a half share 
of the gross produce, the introduction of 
cropsharing was accompanied by a prohibi- 
tion of all ‘contigeni cessess', these were 
abolished or, by exception, substituted by a 
payment in kind from (he rajbhag 
(pp 269-70). 

Similarly, the battles that established Shivaji 
were not based on the typical fitna processes 
of intrigue and alliance with neighbouring 
leudatories (promising them various vatans 
and rights) but rather on the strength of 
poor peasant armies. 

In other words, there is evidence for at 
least some historical processes of revolt 
against exploitation, but there remains a 
tremendous methodological problem in the 
analysis of pre-British agrarian history. 
Wink has sought to avoid ‘western’ models 
and in some ways has made a pioneering 
effort to give an alternate interpretation— 
but in doing so he has remained within the 
framework of the dominant Brahmanic- 
Hindu political mode). Historical materialist 
interpretations, which make a claim of being 
ba.sed on more objective analyses of the pro¬ 
cesses of exploitation, have remained in a 
highly undeveloped and perhaps even crisis- 
ridden state with regard to the interpretation 
of Indian social data; in the face of specifi¬ 
cities such as caste they have a way of 
looking as also ‘imposed’ and artificial. Ef¬ 
forts of the ‘subaltern studies’ school to get 
around this by seeking the self-understanding 
of the oppressed also run into a good deal 
of trouble—among other things, in defining 
who is to be included among the ‘oppressed’ 
or ‘subaltern’. Still in the midst of ail the 
uncertainties and pluralism of perspective, 
the increasing depth of scholarship represen¬ 
ted by studies such as this is bound to bring 
forward the debate, and certainly do reveal 
the hollowness of the communal integration. 
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Concept of a Turning Point in Long-Run Growth 

Josmar Verilio 

This paper is a critiquei of Lloyd Reynolds generalisation of the process of economic growth in the third world. 
Reynolds argues that this>.growth is characterised by a sharp turning point which sets off a self-sustaining process 
of growth of per capita income in marked contrast to the earlier period of relative stagnation. The turning point 
is brought about by a rising foreign trade ratio and a major political change. The author investigates the validity 
of this approach with reference to the economic history of Brazil and India. 


I 

Introduction 

THIS is a commentary on Lloyd Reynolds' 
scenario of third world economic growth 
(I8S0-1980).' He argues that this growth is 
characterised by a sharp turning point (TP) 
which sets off a self-sustaining process of 
per capita income growth in marked contrast 
to the earlier long-run period of population 
growth at subsistence levels. The TP is 
brought about by a rising foreign trade ratio 
and a major political shift intent on 
capitalising on the possibilities provided by 
an expanding world economy. This paper 
argues that this theory is a non-starter. 

Similar theorising has failed before. So I 
will investigate the validity of such an ap¬ 
proach. I will first evaluate whether there are 
distinguishing features which make Reynolds’ 
approach more acceptable than the earlier 
versions.^ Secondly, and for the major part, 
1 am concerned with scrutinising Reynolds' 
treatment of Brazil, and to a les.ser extent 
India. Reynolds’ proposition suffers from 
many of the same defects of its predecessors, 
and the evidence from the two countries 
analysed is not supportive of his hypotheses. 

II 

Con ceptualisation 

Reynolds’ TP concept emphasises the 
transition from a long-run period of exten¬ 
sive growth to a long-run period of inten¬ 
sive growth, with a TP in between lasting 
one to two decades. The extensive growth 
phase is characterised by output growing at 
the same pace as population growth, or, in 
other words, by a constant per capita 
income. 

Reynolds considers a human group to be 
successful, if per capita consumption is con¬ 
stant, and population is growing, for even 
survival at subsistence level is a remarkable 
achievement. Intensive growth starts after a 
brief period of transition (TP), and is sus¬ 
tained indefinitely. It is characterised by high 
levels of welfare and the displacement of 
production from the household to the manu¬ 
facturing sector besides other structural 
changes.^ 

The TP occurs when output growth starts 
pulling, ahead of population growth for a 
sustained period of time In other words, the 
economic history of every developing coun¬ 
try can be represented by two curves 


(Figure 1). The TP is associated with a 
significant political turnabout and a rise in 
the trade ratio, both deemed exogenous. In 
the absence of these external disturbances, 
the country will stay on the horizontal course 
because extensive growth has self-per¬ 
petuating tendencies.^ 

This TP concept has some similarities 
with Rostow’s take-off.' Rostow’s model 
assumes implicitly that capital accumulation 
is synonymous with growth but Reynolds 
downplays its role and emphasises techno¬ 
logical change. Further, Reynolds specifies 
the favouring elements of foreign trade and 
political leadership. 

The model is not specific about what 
causes the exogenous variables to change. 
Reynolds argues that most countries reach¬ 
ed their TP in periods of world economic 
expansion; the increase in foreign trade pro¬ 
viding the needed expansion of markets. 
However, while necessary, this is not suffi¬ 
cient. There must also be the will to involve 
the country in the world market and to ex¬ 
ploit the potential opportunities. This goes 
beyond the usual emphasis on entrepreneur- 
ship and stresses the crucial role of political 
leadership. This is clearly an innovation. The 
decisive factors in the TPs would be: (a) ris¬ 
ing trade ratio, and (b) a major political 
shift. 

These variables are relatively easy to 
observe. Tfaded products are channelled 
through check points (ports) and records are 
normally kept by the national and foreign 
countries involved in the transactions. So 
trade time series can establish the first. 
Historical events could document the miss¬ 
ing factor, the political shift. This, however, 
is a more complex task. 

Ill 

TP Concept; Problems in 

Application and in Theory 

The evidence for the proposition that 
countries have a long-run period of un¬ 
changing per capita income is weak. To 
begin with, some well known' caveats. 
Available data about money income are 
largely unreliable or non-existent for some 
countries or for periods far into the past. 
So it is difTicult to settle this matter by look¬ 
ing at quantitative data. It is also very dif¬ 
ficult to draw welfare conclusions about im¬ 
provement, decline, or stability over long 
periods of time from per capiu income 


figures alone. Second, every civilisation or 
nation goes through periods of prosperity 
and periods of stagnation. Examples of this 
can be found in ancient Greece, Rome, and 
India, to name only three, and recently in 
countries like England, Argentina, and 
Uruguay.'’ There is also the distributional 
consideration that even when the long-term 
record is one of increase in per capita in¬ 
come, living conditions of sections of the 
population may deteriorate.^ 

Reynolds’ failure to take this fact into ac¬ 
count may lead to wrong conclusions about 
welfare. For example, a country with high 
birth and death rates, but low levels of 
welfare and economic efficiency and whose 
population IS not declining is considered suc¬ 
cessful. The question whether one should 
stipulate a minimum living standard is ig¬ 
nored. Reynolds assumes that the situation 
in this respect is satisfactory so long as no 
famines or hardships are continuously 
reported.* He could well be tautologically 
placing every society recording rapid popula¬ 
tion growth as experiencing extensive 
growth. But this could be at th^ cost of the 
depletion of its natural resources.’ 

The short period of time occupied by 
the TP, and Reynolds’ odd assortment of 
economic upturns, does not help. It is as if' 
he is yielding to an a priori need to furnish 
a cut-off date. Further, available evidence on 
long-run growth for several countries does 
not support his contentions. 

Economic growth does not generally pre¬ 
sent itself in such simplistic forms as exten¬ 
sive and intensive growth. Almost every 
civilisation has medium- and long-range 
fluctuations, astiociated with such very 
diverse factors as product cycles, techno¬ 
logical changes, world economic expansion, 
and political stability. These factors have 
their internal and external faces—the way 
the country affects other countries, and the 
way it is affected by others. Internally, the 
form of government, the educational system, 
the scope for private entrepreneurship, pat¬ 
terns of exploitation of natural resources, 
patterns of ownership of land, power struc¬ 
ture, etc, must be considered. A combination 
of internal and external factors may lead to 
rapid growth, but this is by no means 
assured. History is rife with examples of 
non-starters, and decline Reynolds does not 
tackle these phenomena and ends up with 
gross generalisations. A clear statement of 
the determinants of growth is essential. We 
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Figure l 


i will see that the will to involve the country 
in the world market is not enough to bring 
about growth unless the model assumes that 
' the optimal amount of savings is present at 
r given moments or it is not otherwise a 
1 constraint.'® 

There is also a failure to discuss the 
apeciric characteristics of the political event, 
considered significant in initiating the TP, 

'' in ex ante terms. For instance, Bolivia has 
; had many major political changes. How 
'i should we know which one is significant in 
terms of bringing about prosperity? With 
' hindsight we conclude none of them, as no 
'' growth resulted. But these ex post evalua- 
tions render the theory futile, as the 
hypothesis cannot be verified. It is very easy 
: ^ to find an increase in the trade ratio and look 
around for the most handy political event 
to complete the argument. 

There are several ways in which the expan¬ 
sion of markets can be accomplished, and 
increasing exports, singled out by Reynolds, 
is only one of them. Factors ignored or 
minimised include; increasing income levels, 
monetisation of the economy, amelioration 
of transportation/communication facilities, 
increased credit availability, changing at¬ 
titudes towards enterprise, education, growth 
in leading industries, and so forth. Since 
growth can occur even when the foreign 
trade ratio is declining, the far more critical 
variable is the increase in the porportion of 
the output marketed and thus the entire 
range of variables encouraging the growth 
of markets. His preoccupation with foreign 
trade has led to a neglect of alternative paths 
of growth. 

Inevitably, Reynolds relies for his com¬ 
parison on several secondary studies. These 
do not meassure up to his earlier emphasis 
on a longitudinal study of growth. One must 
recall his assertion that the important com¬ 
parison is between the country of today and 
the country of the past, given the uniqueness 
of individual histories. Also the secondary 
sources he relies on arc by no means well- 
established or free of controversy as relevant 
research is embryonic. Further, a one-man 
cfffort must necessarily reflect a selection 
bias. I shall revert to this point in my discus¬ 
sion of Brazil. 

Tb locate the TPs, Reynolds started by 
looking for a change in the trade ratio, and 
then he sought a political event that could 
be associated with this change. In this way, 
he misses important political shifts within 
the country and their implications for 
growth. Again we need an ex ante criterion 
to deal with the trade ratio and its ups and 
downs. This is the case with many Latin 
American countries. Which ones would be 
the relevant? 


This circularity takes us back to base one 
leaving unanswered the question “What 
causes the TP?*'His contention that exports 
’ ate important is not new. One can easily 
^ learn from the international trade literature 
hj^w eiports expand markets, relax input 
imionstraints, and smooth out the production 
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Graph 1: Brazilian Exports-Cycles 
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Source-. Roberto C Simonson, Historia Economica do Brasil, 1500-1820, Vol I, Companhia 
Editors Nacional, Sao Paulo, 1978. 


function by opening up the technological 
shelf. But export-led growth is only one 
among other possibilities. It can hardly be 
generalised as a TP theory. 

The paper’s most provoking assertion is 
related to the argument that only exogenous 
factors can set in motion the process of 
economic growth. Neither world market 
conditions nor a major political shift can be 
controlled or even predicted by the decision¬ 
makers. In this way the theory serves poorly 
the developing countries’ policy-makers. The 
only prescription Reynolds can offer is to 


emphasise the need to open up to the world 
mariwt or to step down in favour of a more 
progressive group. 

The exogenous developments associated 
with Reynolds’ TP seem to apply mainly to 
third world countries. It is not clear how a 
sharp political change can be a uniform 
characteristic in the process of growth of all 
of these countries. In socialist countries, 
which were excluded from the study, political 
factors may have played an important role 
In initiating the process of growth. But 
would Reynolds classify thew political 
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changes as progressive? In OPEC countries 
important political changes do not appear 
correlated with the trade ratio." 

The «ogeneity of the factors affecting the 
TP does not seem to hold for the non¬ 
socialist, more-developed countries either. In 
many of these, political power, the social 
structure, and economic performance have 
evolved on the basis of a continuous interac¬ 
tion of which foreign trade is only a 
result.'^ There seems to be no exogenous 
political events giving rise to the TPs. An 
important economic factor, the cheapening 
of transportation costs, affected all countries 
at the same time. 

Political events are important to the pro¬ 
cess of development, but we argue that 
development in each society is to a great ex¬ 
tent generated endogenously, unless exter¬ 
nal influences such as colonialism or other 
direct interventions intrude. A deeper 
analysis of the individual economc histories 
may provide a better understanding of these 
aspects and a basis for modest inferences 
and even predictions. The relevant political 
aspects of growth cannot be relegated to the 
political scientists for analysis in exogenous 
terms. 

The issues raised by Reynolds’ hypotheses 
thus defy and transcend the more limited do¬ 
mains of econometrics and settled economic 
theory. This is illustrated by an intensive, but 
brief look at the economic histories of Brazil 
and India. 

The most important implications of plac¬ 
ing the TP for a country at a particular yeai 
are; (a) the period before the TP is one of 
near subsistence living if there is no declin¬ 
ing population and no reports of hardships; 
(b) the TP is associated with a major 
political shift and a rise in the trade ratio 
(exports/GNP); (c) the period after TP is 
one of rapid and sustained growth; (d) the 
TP occurs in a period of world economic 
boom- and (e) political shifts normally in¬ 
volve a change from a less to a more pro¬ 
gressive leadership 

1 shall begin first with Brazil. 

IV 

Brazil 

Reynolds places the TP for Brazil at the 
year 1850. If his theorising is correct we 
should observe the above mentioned 
implications. 

The Brazilian economy since the discovery 
of the country by Europeans in the 16th 
century has been through economic cycler 
which at peak levels provided part of the 
population with high income even by Euro¬ 
pean standards.’’ Around 1650, for exam¬ 
ple, the per capita earnings in the plantation 
enclave, which accounted for 95 per cent of 
the country's exports, was $ 350 in 1950 
prices. This level was above that of many 
European countries at that time, and Brazil 
achieved this again only in the twentieth cen¬ 
tury.The per capita export earnings in 
1650 reached 23.5 gold pounds (Thble 1). 



Soune: (1) Claudio S L Haddad, ‘Crescimemo Economico do Brasil, 1900-1976’, published 
III Hconomw Brasileira, Uma Visao Historica, by Paulo Nouhaus (ed), Edilora 
Campos Ltda, Rio Dc Janeiro, 1980. 

(2) 1 homas W Merrick and Douglas H Graham. Population and Economic 
Development in Brazil, 1800 to the Present, The Johns Hopkins University Press, 
1979. 


Prior to this period of expansion of which 
the peak was in 1650, and which was mainly 
due to the production and export of sugar, 
there was from about 1503 to 1620 a period 
of expansion fuelled by the exploration of 
brazilwood.” When the sugar industry 
started to decline, after 1650, a new boom 
started based on extraction of gold and 
diamonds that lasted until 1810 when sugar 
earnings rose again for a short period 
(Graph 1). 

Data about levels of welfare and income 


have been worked out by a number of 
authors but it has not been preseated in a 
systematic way. The data are mainly in the 
form of historical accounts arid scarce 
records from colonial periods. It allows us, 
however, to assert that inferences concerning 
levels of income derived only from export 
performance are misleading. 

The period previous to 1850 was not 
characterised by unchanging per capita in¬ 
come. The country was always a net exporter 
of food items and there are no reports of 


Table I: Bra/ii ian Exports by Commodity Caieoory and Per Capita 



1650 

1750 

1800 

1841-50 

1891- 

1900 

1921- 

30 

1945- 

49 

1970 

A Percentage share of 
main export cate¬ 
gories in total 
earnings 

1 Sugar 

95 

47 

31 

26.7 

6.0 

1.4 

1.2 

4.9 

2 Coffee 

— 

— 

— 

41.4 

64.5 

69.6 

41.8 

35.8 

3 Cotton 

— 

— 

6 

7.5 

2.7 

2.4 

13.3 

6.0 

4 Others including 
minerals and 
manufactured 
goods 

5 

53 

63 

25.4 

26.8 

26.6 

43.7 

53.3 

B Export earnings per 
capita in gold 
pounds 

23.5 

2.9 

1.1 

0.8 

1.7 

2.2 

• 

* 

C Population in 
millions 

0.17 

1.5 

3.3 

6.7 

16.4 

32.0 

48.5 

93.1 


Sote : * Comparable data not available; Dashes signify negligible. 

Sourer. Merrick, Thomas W, Graham, Douglas H, Population and the Economic Development 
ir Brazil, 1800 to the Present, The Johns Hopkins University Press, 1979. 
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Graph 3: Product share of Brazilian Exports (1650-1970) 



Source: Conjuniura Economia, Fuiidacao Getulio Vargas, Year II no 1-12, Rio de Janeiro, 


Graph 4: Share oi Expori^ in Brazils GDP (1910-1970) 



Source. Claudio S L Haddad, ‘Crescimento Economtco do Brasil, 1900-1976’, published 
in Economia BrasUeira, Vma Visao Hisiorica, by Paulo Neuhaus (ed), Editora 
Campos l.tda, Rio dc Janeiro, 1980. 


hardships. Farmers, a minority, had normal¬ 
ly a large slave workforce at their disposal, 
and very high standards of living. 

There is no evidence of a period of exten¬ 
sive growth as conceptualised by Reynolds. 
Part of the slave workforce was used in the 
production of subsistence and the other part 
was used in the production of export crops. 
In periods of declining demand for export 
crops, slaves were transferred from the pro¬ 
duction of export crops to subsistence crops. 
Production of export crops declined but pro¬ 
duction of food increased. Since output fluc¬ 
tuated with the demand for export crops, 
depending on the period we pick, we have 
a different picture. In 1650 per capita income 
was very high. After several ups and downs 
this level was achieved again only in the 
1930s. Lcff'*’ argues that if wc pick the 
period 1822-1910, per capita income in Brazil 
grew at an average rate between 0 and 0.6 
pier cent yearly. That means, once the coffee 
boom was over, output kept growing slowly 
while population was growing rapidly. Per 
capita income began a sustained increase 
only after 1910 (Graph 2). Here we may have 
a more significant TP. There is no evidence 
that in the period before 1822 the income 
level had fallen to the near subsistence level. 
It is worth mentioning that a poor income 
distribution is the hallmark of the Brazilian 
process of economic development. That is 
another rea.son why it is difficult to identify 
a period of extensive growth. Extensive 
growth for whom? The slaves or the land 
owners? 

There is no major political shift around 
1850. The Brazilian independence (1822) was 
very peaceful, and the political happenings 
of the time cannot be used as evidence in 
favour of the TP proposition. But even 
before 1850 the British tried to stop the slave 
traffic from Africa. The relationship bet¬ 
ween the two countries deteriorated leading 
.to an interruption of capital flows from 
England and increased duties on British 
goods. Around 1851 an agreement was 
reached by which the slave trade was abolish¬ 
ed, and the capital flow re-established. But 
import duties on British goods still rose and 
around i860 was about 65 per cent, modi¬ 
fying the duty free status of an inherited 
treaty from the colonial era. ’’ That is not 
what can be called a progressive change. 
There was no change in the political leader¬ 
ship. The export oriented policy remained 
the same. 

There was a rise in the trade ratio around 
1850 associated with the coffee cycle 
(Graph 3). But that can be considered a 
short run change. Historically the trade ratio 
had been falling. At the beginning with the 
Portuguese Crown’s extractive approach, the 
major share of the output was sold in the 
world market. The trade ratio was very high. 
As development proceeded, accompanied by 
a rapidly increasing population, the trade 
ratio continuously declined. This historical 
decline can be documented with quantitative 
data for more recent periods (Graph 4) 



The period after Reynolds’ TP is not one 
of smooth growth. For example, after the 
end of World War II there was a sharp drop 
in the rate of growth of output (Graph 2). 
More recently in the early 1980s the growth 
in output went to a halt, and population kept 
growing at about 2.S per cent a year. In 1983 
the per capita income was about ten-folc’ 
lower than the ’1980 level. 

The Brazilian economy is a classical exam¬ 
ple used by Marxian economists to show 


that restraints on trade with the industrialis¬ 
ed countries due to the two world wars led 
to sharp increases in domestic output which 
actually brought about prosperity. There is 
favourable evidence for the thesis that trade 
between MDCs and LDCs works to the 
detriment of the latter. 

The Brazilian ca.se does not support the 
major points of Reynolds’ TP theory. The 
will to exploit the world economic oppor¬ 
tunities was present in the political leader- 
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Graph 5: India Per Capita Income <Rs 1946-47 prices) 



Source: Kuraar D. and Krishnamurthy J. ‘The Evolution of Labour Markets in India 
1857-1947’, mimeo, Employment and Rural Development Division, RPO 1671-84, 
World Bank, Washington, DC, 1981. 



1835 1838 1841 1844' 1847 1850 1853 1856- 1859 Years 
Note : From 1835 to 1850 the numbers are only for Bengal, Madras and Bombay. 

Source: R C Dutt, The Economic History of India, Vol I, The Publications Division, Ministry 
of Information and Broadcasting, Government of India, 1960, pp 118-119. 


ship and in the main micro decision-makers 
(farmers) throughout Brazilian history un¬ 
til the 1930s. The economy before the 1920s 
was totally outward looking, as the most im¬ 
portant market for its products was the 
world market. The capacity to generate a 
surplus was clearly demonstrated as the 
country was historically a net exporter of 
food items besides the traditional export 
crop. But the presence of a surplus and the 
will to exploit world market opportunities 
while necessary were not sufficient to bring 
lasting prosperity. The question is; What use 
was made of the surplus? 

The production of primary goods was 
largely independent of savings. The supply 
of land was unlimited, and the only needed 
capital were the seeds and a few rudimen¬ 
tary tools for the next season. Even when 
most of the agricultural surplus was con¬ 
sumed, there were no negative effects for the 
next crop. The standards of living for the 
great part of the population were preserved. 
The land owners had their standards of liv¬ 
ing fluctuating in accord with demand for 
export crops, but their subsistence was never 
threatened. For a long period manufacturing 
was forbidden at the colony, and farmers 
had only two choices on which to spend the 
surplus; to buy (a) more slaves or (b) luxury 
goods from Europe. The cheap labour pro¬ 
vided by the slave workforce acted as a 
disincentive to capitalise. It is clear that ex¬ 
ploiting world market opportunities is not 
sufficient to bring about growth. It is essen¬ 
tial that the surplus be capitalised and 
technological change takes place. But this is 
normally associated with the development 
of the manufacturing sector. 

The period of tapiJ output growth over¬ 
laps with the decision of Brazilian autho¬ 
rities to reduce the trade ratio. In the 1930s 
the Brazilian government paid farmers to 
burn their coffee plantations in a dramatic 
bid to reduce supply and sustain prices. The 
vulnerability of relying on export markets 
for primary products was clearly perceived 
by the Brazilian authorities. The period of 
rapid growth after the 1930s is accompanied 
by a steady decline in the trade ratio until 
1958. That was the result of the pursuit of 
an import substitution policy along with a 
strong drive for industrialisation. Export 
promotion strategy started only in the early 
1970s, but with emphasis on manufactured, 
not primary goods. This was possible now 
that an industrial basis had been built. So, 
the trade ratio alone is not an adequate 
focus. The struaure of trade is of fundamen¬ 
tal importance to provide the elements of 
savings and growth. 

From the above we conclude that 
’ framework does not fit the 
experience. The identified TP L* a 
thort-rtA upturn caused by die coffee export 
boom, similar to the others caused by 
brazilwood, sugar, rubber, and gold. Fur¬ 
thermore, in the way it is conceived, the TP 
concept is not useful for the understanding 
of the Brazilian experience, because it does 


not identify relevant policy changes that real¬ 
ly made a difference in the Brazilian develop¬ 
ment process. 

V 

India 

The TP for India was placed at 1947. 
The literature about India has to some a- 


tent centred around the issue of the signifl- 
cance of colonialism in holding back the 
country’s development. There are those who 
argue that it has been the most important 
retarding factor and others who contend that 
colonialism brought in various benefleial 
consequences; an administrative capability 
in the form of organised civil service the 
drive to modernise, education, advanced 
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Graph 7: Indian Imports and Exports (1859-1877) 
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Source. R D Dutt, The Economic History of India, Vol 1, The Publieaiions Division, Ministry 
of Information and Broadcasting, Government of India, 1960, p 256. 


GRAPH 8: INDIA’S PER CAPUA INCOME (1951-1980) 
(Rs 1970-71 Prices) 



medical practices that brought mortality 
rates down, the physical infrastructure of 
railways, communications, etc However, it 
is also known that India was a rich country 
before the British rule. Not surprisingly they 
have been blamed for the later apparent im¬ 
poverishment. Some accounts emphasise not 
only a prolonged period of early prosperity 
lasting several centuries, but a relative 
decline lasting two to three centuries prior 
to independence 

In relying on secondary sources it is dif¬ 
ficult to avoid their eventual bias. These dif¬ 
ficulties, however, should not deter us for 
our objective is limited to establishing the 
proposition that one can have a very dif¬ 
ferent picture from that of Reynolds from 
other normally accepted sources. This allow 
us to conclude that the period before 1947 
in India was not one of extensive growth 
such as described in the TP model. 

Some authors argue that there was no im¬ 
minent irdustrial revolution frustrated by 
colonial rule." They say that in spite of 
pe and trade under the Mughal empire, 
the ru-'al sector was only a source of supply. 
It did not help to expand the domestic 
market fci manufactures by expanding de¬ 
mand. Furthermore, specialised hereditary 
skills inhibited technological change. So 
Indian artisans operated in a world of 
limited markets. 

The uniHcation of the Indian subconti¬ 
nent under the British rule brought together 
people who, but for the English language, 
could not communicate among themselves. 
But in spite of the political unification 
lasting several centuries, the different 
regions, cultures, and peoples reflect to this 
day very diverse traditions. This is seen in 
the large metropolitan labour markets." 

The British rule, an exogenous political 
event, could be interpreted as a change from 
a less progressive to a progressive leaderehip. 
There was also an increase in trade at the 


Table 2: Famine and Mobtality in 
India 1800-1950 


Period 

Number of 

Estimated 


Famines 

Mortality 
(in Millions) 

1800-1825 

5 

1.00 

I825-I8S0 

2 

0.40 

1850-1875 

6 

5.00 

1875-1900 

18 

26.00 

1900-1925 

17 

4.08* 

1925-1950 

13 

1.50. 


61 

38.7 


Notes : * Data do not include the high mor¬ 
tality rates reported in the 1901 
famine Census Report for the 
Central Indian States of Malwa 
AgSBcy, Bhopal, Indore Agency, 
j^l^pawar and Indore Residency. 
t.JIglates to the Bengal Famine of 
1943. 

, Source, Wnawati and Anjaria (1963), The 
^ , " Indian Rural Problem, Indian Socie- 

ty of Agricultural Economics, 


Source: Economic Survey, 1980-81. 

beginning of the colonial period. So a TP 
should be in view under Reynolds’ theoris¬ 
ing. But the role of colonialism as an im¬ 
portant factor affecting devrioping countries 
is disciuded by him. It is not clear however 
how colonialism can be unimportant if in- 
dependeiKe is taken to be significant. The 
two belong together. If colonialism is un¬ 


important, independence cannot be U|||h|S 
an exogenous factor to bring about lW^. 

The per capita income in India, by several 
accounts did not remain unchanging during 
the period before 1947 (Graph 5).“ Fur¬ 
thermore, in spite of growth in per capiu 
income, hardships were present (Ikble 2).^* 
This in^cates the presence of distributional 
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problems and include the several severe 
famines which occurred under British rule. 
These facts lead one to conclude that per 
capita income alone is not a good measure 
of welfare. Such an argument is not new, but 
it is only by ignoring it that one can con¬ 
clude that a period with 61 famines claim¬ 
ing 38.7 million lives is a remarkable 
achievement. 

It is interesting to note that India had 
trade surpluses overlapping with periods of 
famines (Graphs 6 and 7). The accumula¬ 
tion of such surpluses during so many years 
should have provided the country with the 
needed foreign reserves to import food. But 
the reserves were being transferred to 
England as ‘home charges’ as India was ex¬ 
porting food while some countrymen were 
dying of starvation.Opportunities in the 
world market were being exploited, a surplus 
generated, but no intensive growth resulted. 

The political frontiers changed a lot in the 
last few centuries in the Indian subcontinent. 
This makes it very difficult to analyse the 
foreign trade ratio. By several accounts, how¬ 
ever, the foreign trade component was very 
small when compared with internal trade. 
There is no significant increase in the trade 
ratio associated with the TP.*’ This is not 
surprising in view of the policies pursued by 
the Indian authorities after independence. 

The per capita income changed from a 
downward to an upward trend around 1947 
(Graphs 5 and 8). But the downward trend 
began only in the 19.30s, and the rates of 
growth since 1947 are not so different from 
the previous rates since the I860 as to con¬ 
stitute strong evidence of a change from 
secular stagnancy. 

The change in political leadership which 
occurred in 1947 cannot be classified as a 
shift from a less progressive to a ‘progressive’ 
one since for Reynolds this means being will¬ 
ing to open up for trade. This was not the 
case with the Indian leadership after in¬ 
dependence as they pursued an import 
substitution strategy. 

So, if there was a TP it must be associated 
with other causes than increase in the trade 
ratio or political change as defined by 
Reynolds. If we consider independence an 
important political change, and 1 believe that 
is the case, we must give attention to the con¬ 
straints of colonial rule as well. 

VI 

Cuncludinf; Remarks 

As soon as we study in detail the history 
of each country, important complexities ap¬ 
pear which render the concept of TP as flaw¬ 
ed. Essentially the main ingredients of TP, 
the trade ratio and political shift do not seem 
to match Reynolds’ hypothesis. 

In the case of Brazil it is evident that a 
secular decline in the trade ratio occurred. 
Reynolds picked a short-run upturn between 
two economic cycles to illustrate his point. 
Important facts around 1830 were the aboli¬ 
tion of slave traffic and re-establishment of 
the flow of capita] from Britain. At the same 


time protectionist measures increased duties 
on British manufactured goods from IS to 
6S per cent. All that under the same political 
leadership. The outward looking policy re¬ 
mained the same: Per capita income was not 
unchanging, but significant growth took 
place only in the 20th century, more 
specifically in the 1960s. The trade ratio is 
negatively correlated with growth. 

In the Indian case, there has been no 
significant change in Reynolds’ sense either 
politically or in the trade ratio. Further, the 
growth rates over the last twelve decades do 
not yield a clear-cut TP around 1947, 
Reynolds is at his weakest in his treatment 
of colonialism and independence. 

This comes from his fundamental failure 
to deal with the interrelatedness of economic 
and political change and the social structure. 
It is neither satisfactory to leave it to the 
political scientist to explain political changes 
as if these were exogenous nor correct to 
assume that this parameter can be changed 
by a simple exercise of political will along 
prescribed lines to bring about an increase 
in the trade ratio. The claim that the 
economist has completed the task of explain¬ 
ing variations in growth but for the political 
factor and that the turf now belongs to the 
political scientist is simply presumptuous. 

The difficulty of putting a bunch of coun¬ 
tries’ experiences through the wringer of a 
single theory is demonstrated in Reynolds’ 
work. In order to do that we must necessari¬ 
ly be superficial. I am not sure that develop¬ 
ing countries need this kind of theorising. 

Notes 

[The inspiration for this research derives from 
a graduate economic development seminar 
directed by Subbiah Kannappan. He helped me 
to clarify the key analytical issues involt^ and 
further encouraged me to bring in the Indian 
experience, including putting me in touch with 
J Krishnamurty. The paper also benefited from 
comments from the participants of the 
Economic Development Workshop held in the 
Economics Department of Michigan State 
University where an earlier version of this paper 
was presented. The responsibility for the final 
product is of course mine. I welcome comments 
by Indian readers. We economists from ‘third 
world' countries have a lot of experiences to 
share.] 
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Levels of Development and Migration 

Case of South Konkan 

K Sita 

K Seeta Prabhu 

South Konkan, a traditional area oj out-migration and low econometric development exhibits considerable intra- 
regional variations which deserve a closer study. This paper attempts to identify intra-regional variations in develop 
ment and the major areas of out-migration, and explores the relationship between the levels of development and 
migration. 


RATNAGIRI and Sindhudurg districts form 
a part of Konkan, a distinct region of 
Maharashtra. These two districts comprise 
south Konkan which differs from the rest of 
Konkan in many respects. The region is 
characterised by a low level of economic 
development and it is probably the most 
underdeveloped part of Maharashtra; in fact 
It has been characterised as a problem region 
of India (IMC, 196?; Sen Gupta, 1970]. It 
IS a traditional area of out-migration and the 
readiness ol its people to migrate to Bombay 
for their livelihood has given rise to the term, 
•money-order’ economy for these districts 
[Deshpande, 1948; Savui, 1979; Sita. 1979). 
These characteristics are surpri.sing as the 
region lies in the western coastal plain bet¬ 
ween the highly developed pockets of 
Bombay and Goa. Moreover, it is the home 
of the famous ‘Alphonso’ mango and horti- 
cultuie is a profitable enterprise with great 
potentialities. In fact, it has been suggested 
that the horticultural wealth of the region 
could be developed to form the basis of a 
‘truck economy’ (IMC, 196.?|. 

Within .south Konkan there are con¬ 
siderable intra-regional variations which 
deserve a closer study as all efforts at plan¬ 
ning would have to be based on an iden¬ 
tification of the nece.s.sary inputs and the 
areas where they arc required. Moreover, a 
intriguing question in this context is whether 
migration from south Konkan is from the 
less developed or more developed parts of 
the area. With these objectives in view, an 
attempt is made in this paper to (a) identify 
intra-regional variations in levels of develop¬ 
ment; (b) identify major areas of out¬ 
migration; and (c) to find out if there is a 
relationship between the level of develop¬ 
ment and migration. 

The spatial unit of analysis is the tahsil. 
There are fifteen tahsils in Ratnagiri and 
Sindhudurg districts. 

Choice of Indicators of Development 

The choice of Indicators is critical to the 
analysis of inter-tahsil disparities. A major 
constraint was the non-availability of data 
at the tahsil level regarding important facets 
of development. In the present study, the 
choice was also affected by the specific 
characteristics of the study area. 

Three groups of indicators reflecting 
demographic, economic and social charac¬ 
teristics were chosen flhble 1). Though sex 


ratio and decadal rate of growth of popula¬ 
tion are generally utilised as demographic 
indicators and would have been very perti¬ 
nent in south Konkan, they were not 
included as they are the result of migration 
and their inclusion in a study designed 
specifically to examine the relationship bet¬ 
ween development and migration might have 
distorted the analysis. Among the 
demographic indicators, the density of rural 
population was chosen in preference to the 
density of the total population as south 
Konkan is predominantly rural. 

As regards the economic indicators, only 
those pertaining to agricultural development 
have been con.sidcred. South Konkan is not 
industrially developed and therefore in¬ 
dicators ol industrial development were not 
considered. Fishing is an important activity 
in the region; however, it is confined to the 
coastal areas and only reflects on the diver¬ 
sity of the resource base. In view of the 
specific significance of south Konkan foi 
horticulture, the proportion of area under 
commercial crops was selected as an in¬ 
dicator. Since land use is vulnerable to fluc¬ 
tuations due to dependence on monsoons, 
the average for the three years, i e, 1979-80, 
1980-81 and 1981-82 was utilised rather than 
that for one year. 

In the ca.se of the indicators of social in¬ 
puts, a choice had to be made between areal 
and population indices. A population index 
appeared to be a more realistic indicator in 
the context of development. In the ca.se of 
electrification it was not possible to obtain 
data on the number of household connec¬ 
tions and hence the percentage of villages 
electrified was chosen. 

For each of the indicators, the fifteen 
tahsils were arranged in descending order of 
the values obtained. They were then divided 
into five equal groups depending on their 
position in the dispersion diagram. The 
scores assigned ranged from five for the first 
quintile to one for the lowest quintile. The 
only exception to the general rule was made 
ir the case of the percentage of urban 
population. Since six of the tahsils had no 
urban papulation, they were given a score 
of zero. The remaining nine tahsils were 
assigned scores ranging from three to one 
depending on their values. 

The maximum score that could be 
obtained by a tahsil was 18 for demographic 
indicators, 35 for the economic indicators 
and 45 for the social inputs {Thbles 2 to 5) 


It was decided to give equal weightage to 
each of the three groups and hence out of 
a maximum aggregate score of 100, the 
scores of the tahsils for the demographic and 
economic indicators was calculated out of 
33 each, while that of social inputs was 
determined out of 34. The level of develop¬ 
ment of the tahsil was assessed on the basis 
of its aggregate score (Table 6). 

Data on migratton are not available at the 
tahsil-level. However, data was available an¬ 
nually for each tahsil foi the period 1971-81 
on the number of births and deaths. The dif¬ 
ference between the total number of births 
and the total number of deaths in a tahsil 
in this decade gave a measure of the natural 
increase of population. The actual increase 
is the difference between the population of 
the tahsil in the two census years 1981 and 
1971. The comparison of the natural increase 
with the actual increase gave an indication 
of migration. If the actual increase of 
population IS greater than the natural 
increase, the tahsil was considered to be one 
Table F iNnu AioK-Sor Deveiopment 


Demographic Indicalon 

1 The density of rural population (persons per 
sq km) 

2 The percentage of literate population. 

3 The percentage of urban population. 

4 The percentage of workforce in non- 
agricultural activities. 

Kronomir Indiratora 

5 Proportion of gross cropped to net sown 
area 

6 Proportion of net sown to total 
geographical area. 

7 Proportion of irrigated area to net sown 
area 

8 Proportion of area under commercial crops 
to net sown area. 

9 Number of ploughs per 1000 hectares of net 
sown area. 

11 Male cattle per 1000 hectares of net sown 
area 

Indiealoni of Social Inputs 

12 Percentage of villages electrified. 

13 Primary schools per 10,000 population. 

14 Secondary schools per 10,000 population. 

15 Post offices per 10,000 population. 

16 Telegraph offices per 10,000 population. 

17 Dispensaries per 10,000 population. 

18 Other medical institutions per 10,000 
population. 

19 Percentage of villages having pucca roads. 

20 Percentage of villages having bus stops. 
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of net in-migralion; on the other hand, il 
actual increase is less than natural increase, 
it was considered to be one ot net out¬ 
migration [Rees, I‘f77| The net migiation 
was expressed at a percentage ol the natural 
increase of population in the tahsil (Table 7) 


Ri SLii ts Ol Anai vsis 

The scoies obtained by the tahsils lor the 
demographic indicators reveal substantial 
disparities. Vengurla stands out with a scoie 
of 31, whil' Mandangad with a score of 7 
is at the other end (1able 5) Six tahsils have 
a score ranging (rom 20 to 30, ^ between lO 
and I9 while 3 are below lO. Vengurla, 
Malwan and Ratnagiri gel consistently high 
scores for all indicators, while C'hiplun, 
Dapoli and Sawaniwadi show a wide varia¬ 
tion in scores between dilleieni indicators. 
Mandangad and Sanagmcshwai ate con 
sistently at a low level. In the case ol 
economic indicators again Vengurla stands 
out with a score of 30, while Sangameshwar 
has the lowest score of 12 (Table 5). .Seven 
talukas had scores ranging from 20-29 while 
the remaining were between lO ana 19. 
Vengurla consistently occurs in the highest 
quintile for the land use variables though it 
is not so well placed tor indicators of capital 
formation; Deogad stands out for the latter. 

The disparities with reference to social 
inputs are less glaring. Deogad stands lirsi 
in this respect followed closely by»Vcnguila. 
Malwan, Kankavli, Kiidal and Ratnagiri 
while I.anja occupies the lowest position. 

When the aggregate score out of l(X) is 
examined, the extent of disparities in 
development in the study area arc brought 
into sharp focus. The scores range between 
a high of 86 for Vengurla to a low of 36 lor 
Lanja, a difference of 50 points. Based on 
the aggregate score, the tahsils were grouped 
into five categories (Thble 6). Vengurla is the 
only tahsil belonging to ‘A* category and 
there is a big gap between it and the second 
ranking tahsil. The three tahsils of Ratnagiri, 
Kudal and Malwan are in the ‘B’ level. 


I Mill 2. SroRisoi DrsKXiRSi'Hit Imiicmors 


Tahsils 

Deiisiiv 
ol Rural 
Popiilaiion 
(Persons/ 
Sq Kin) 

Perceiiiage 
ol I iterale 
Populaiioii 

Perceniage 
of Urban 
Population 

Percentage 
of Workforce 
in Non- 
.Agiicullural 
Act I vines 

Total Score 
(Out of 18) 

Kainugin 

5 

3 

3 

4 

15 

(iuhagar 


I 


3 

9 

Dapoli 

4 

2 

2 

5 

13 

Mandangad 

f 

I 

- 

I 

4 

khed 

3 

3 

I 

I 

8 

( hiphin 

4 

3 

3 

2 

12 

Sangmeshwai 

1 

2 

- 

I 

5 

Lanja 

I 

I 


3 

5 

Rajapur 

I 

*> 

I 

4 

8 

Kankavli 

t 

4 

I 

T 

lO 

Kudal 

4 

? 

— 

4 

13 

Sawantwadi 

I 

4 

2 

5 

12 

Vcngui la 


5 

2 

5 

17 

Malwan 

3 

5 

3 

2 

13 

Deogad 

2 

4 

— 

3 

9 




Tahi i 

3: S< oRts or EtONOMte Indii ators 



Tahsils 

Pci t ent 

Per Cent 

Per Cent 

Area 

Per Cent 

No of 

Male 

Tjtal 


of Gross 

of Net 

ol 

Under 

of 

Pump Sets 

Cattle 

Score 


Cropped 

Sown 

irrigated 

Commer- 

Ploughs 

Per lOOO 

Pei KKK) 

(Out 


Area lo 

Area to 

Area to 

cial Crops Per lOOO 

Hectare 

Hectare 

ol 35) 


Net Sown 

Total 

Net Sown 

as Per 

Hectare 

of NSA 

ol NSA 



Area 

Geo- 

Area 

Cent ot 

of NSA 






giapliical 


NSA 







Area 







Ratnagiii 

3 

s 

4 

4 

2 

3 

2 

23 

Guhagai 

*> 


3 

2 

2 

5 

5 

2l 

Dapoli 

I 

4 

2 

2 

I 

4 

2 

I6 

Mandangad 2 

4 

3 

3 

I 

2 

2 

|7 

Khed 

3 

I 

I 

I 

4 

0 

5 

15 

Chiplun 

2 

5 

t 

3 

I 

I 

I 

I4 

Sangmeshwar 3 

2 

I 

I 

2 

I 

3 

I3 

Lanja 

I 

4 

2 

3 

3 

I 

3 

I7 

Rajapur 

4 

2 

2 

2 

5 

2 

4 

2I 

Kankavli 

I 

3 

4 

I 

4 

3 

4 

20 

Kudal 

4 

3 

4 

4 

5 

3 

4 

27 

Sawantwadi 5 

I 

5 

5 

3 

4 

I 

24 

Vengurla 

5 

5 

5 

5 

4 

5 

3 

32 

Malwan 

5 

3 

t 

5 

.3 

2 

3 

26 

Deogad 

4 

I 

3 

4 

5 

5 

5 

27 


TABi i 4: Si oRi:s or Indicators oi Sik iai. Inputs 


Tkhsils Per Ceni ol_ Per I0.(X)0 Popul ation Numbe r of_Per Cent of Villages Total .Scores 

Villages Primary Secondary Post Offices Telegraph Dispensaries Other_ Having _ (Out of 45) 

Electrified Schools Schools Offices Medical Pucca Road Bus Stop 

Institutions 


Ratnagiri 

3 

3 

3 

3 

5 

4 

3 

4 

3 

3l 

Guhagar 

3 

4 

I 

4 

I 

3 

4 

I 

I 

22 

Dapoli 

2 

I 

3 

2 

2 

2 

5 

3 

4 

24 

Mandangad 

3 

5 

2 

I 

5 

I 

3 

2 

I 

23 

Khed 


2 

2 

5 

2 

2 

5 

3 

3 

26 

Chiplun 

I 

I 

3 

5 

3 

I 

4 

5 

5 

28 

Sangmeshwar 

2 

3 

s 

4 

3 

3 

5 

5 

2 

29 

Lanja 

I 

2 

I 

3 

I 

I 

2 

2 

I 

I4 

Rajapui 

I 

5 

I 

2 

2 

3 

2 

I 

5 

22 

Kankavli 

4 

4 

4 

5 

4 

3 

2 

4 

2 

32 

Kudal 

5 

3 

5 

3 

4 

4 

I 

2 

5 

32 

Sawantwadi 

4 

t 

5 

I 

I 

2 

I 

4 

4 

24 

Vengurla 

5 

5 

4 

I 

4 

5 

4 

3 

2 

33 

Malwan 

4 

5 

s 

5 

3 

5 

I 

I 

3 

32 

Deogad 

5 

I 

4 

2 

5 

5 

3 

5 

4 

34 


40 
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Table S: Aggregate score of Tahsus 

* 


Tahsils 

Demographic 
Max; 33 

Economic 
Max: 33 

Social 

Max: 34 

Total 

Max. 100- 

Ratnagiri 

28 


23 

73 

Guhagar 

17 

20 

17 

54 

Dapoli 

24 

15 

18 

57 

Mandangad 

7 

16 

17 

40 

Khed 

15 

14 

20 

49 

Chiplun 

22 

13 

21 

56 

Sangmeshwar 

9 

12 

22 

43 

Lanja 

9 

16 

11 

36 

Rajapur 

15 

20 

17 

52 

Kankavli 

18 

19 

24 

61 

Kudal 

24 

25 

24 

73 

Sawantwadi 

22 

23 

18 

63 

Vengurla 

31 

30 

25 

86 

Malwan 

24 

25 

24 

73 

Deogad 

17 

25 

26 

hK 


Table 7: Nei Oi't-Mic.raiidn from 1 ahsm s 


Tahsils 

Actual Increase 
of Population 
1971-81 

Natural 
Increase ot 
Population 
1971-81 

Net Migration 
1971-81 

Net 

Oui-Migraiion 
as Per C ent of 
Natural Increase 

Ratnagiri 

22713 

21907 

806 

+ 3 68 

Guhagar 

8580 

8743 

- 163 

1.86 

Dapoli 

12516 

13563 

1047 

-7 72 

Mandangad 

4986 

4218 

768 

+ 18 21 

Khed 

10853 

14469 

3616 

-24 99 

Chiplun 

11423 

21437 

-10014 

-46.71 

Sangmeshwar 

11948 

15979 

-4031 

25.22 

Lanja 

6809 

8528 

1719 

- 20 16 

Rajapur 

7624 

16864 

-9240 

- 54.79 

Kankavli 

3919 

12363 

-8444 

-68.30 

Kudal 

4820 

13920 

-9100 

-65.37 

Sawantwadi 

1.3518 

22758 

-9240 

40.60 

Vengurla 

1405 

8703 

-7298 

- 83.86 

Malwan 

5976 

9520 

3544 

-.37.2.3 

Deogad 

3467 

9543 

-6076 

-63 67 


Dcogad, Kaiikavli and Sawantwadi arc at the 
‘C level while the remainder are at the ‘D’ 
and 'E' levels. 

It IS evident that generally the tahsil.s of 
Sindhudurg score over those of Ratnagiri. 
The high level of development of Vengurla 
is probably due to the economic and cultural 
inputs over a long period due to the work 
of non-Catholic missionaries [Sita and 
Deshpande, 1976]. 

In all the tahsils in the area, with the 
exception of Ratnagiri and Mandangad, the 
natural increase of population exceeds the 
actual increase (Ikble 7). This clearly 
indicates net out-migration from the tahsils. 
In absolute terms, the out-migration varies 
from only 163 in the case of Guhagar to over 
10,000 in Chiplun. In relative terms, it is 
very significant in most of the tahsils of 
Sindhudurg and in Chiplun. Particularly 
striking in this respect arc Vengurla, 
Kankavli, Kudal and Deogad where over 60 
per cent of the natural increase has been 
nullified due to out-migration. 

The coefficient of correlation between the 
index'of aggregate level of development and 
the relative amount of out-migration is 0.55 
and this is significant at the 5 per cent level. 

This above exploratory analysis indicates 


that within south Konkan, there are signifi¬ 
cant intra-regional variations in develop¬ 
ment. It has enabled the identification of 
areas which are lagging behind and require 
more attention. At the same time, it is possi¬ 
ble to identify the specific inputs necessary 
in diflerent parts of the area; for example 
though Vengurla has a relatively high level 
of development, the position with reference 
to transport and communication facilities as 
indicated by bus stops and post offices 
is unsatisfactory. On the other hand, 
Mandangad, though having the lowest level 
of development, is relatively well served by 
primary schools and telegraph offices. This 
perhaps indicates that the mere provi.sion of 
social amenities is not sufficient to generate 
development unless accompanied by growth 
in the productive sectors of the economy. 

A significant finding is that out-migration 
has been primarily from the relatively well- 
developed tahsils of Vengurla and Kudal 
which belong to the A and B categories of 
development. The basic motivating factor 
for migration seems to be the pull of the 
metropolitan centre of Bombay strengthened 
by the availability of direct transport links 
with the metropolis. This suggests that the 
development of transport facilities alone 


Table- 6: Levels ot Di vleofmeni 
IN South Konkan, 1981 


Aggregate Score 

Category 

Numbei of 
Tahsils 

Above 80 

A 

1 

70-79 

B 

3 

60-69 

C 

3 

50-59 

D 

4 

Below 50 

L 

4 

Total 


15 


would probably not generate development; 
it might only serve to funnel more migra¬ 
tion to Bombay (Phadke et al, 1972-73). 

It seems, therefore, clear that the develop¬ 
ment of south Konkan docs not rest with any 
readymade single solution such as the west 
coast railway It has to be viewed in the 
totality of the physical and human environ¬ 
ment of the region and the strong economic 
pull of metropolitan Bombay. 
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Chairman’s Statement 



Shri Rohit C. Mehta 


Efficiency gains in the fertilizer industry need not be nullified by 
change in the basic parameters of pricing policy. 

Hattrick of over 100% production. Net profits up 27% over last year. 

Sturdy Narmada 150 Prince Scooter inexorably emerging at the top. 

Narmada PAX and Narmadachlor making good dent in the market. 

Rs. 927 crore investment by 1990. Rs. 1350 crore investment by 1992, 


Ladies and Gentlemen, 

I have great pleasure in welcoming you to 
this 12th Annual General Meeting of your 
Company and wish you a very happy and 
prosperous New Year 1989 The Directors’ 
Report and Audited Accounts lor the year 
ended 30th June, 1988 have been in your 
hands for quite some time and, may I, there 
fore, with your permission, lake them as 
read ? 

Year in Retrospect 

Indian economy has suffered heavily on 
account of successive droughts in the prece 
ding three years. Drinking water and fodder in 
several areas had become scaii.e and the 
situation in Guiaral and Rajasthan was worst 
However, I must mention here that the Go 
vernmcnt and the people of Gujarat have 
combatted this drought boldly and efficiently 
Cattle camps operated at various places by 
voluntary agencies are a tribute to the people 
of Gujarat The eagerly awaited rains have 
come in plenty and we are commencing a new 
year with happy signs of prosperity For the 
first time in the history of the country the 
foodgrain production is estimated to touch a 
new peak of 175 million tonnes surpassing a 
152.4 million tonnes figure of 1983-84 

The fertilizer industry was one of the worst 
hit industry due to severe drought conditions. 
The profits of the fertilizer units have declined 
on account of large unsold sloe ks of 
fertilizers 

I had mentioned to you last year that if the 
country has to reach a target of 240 million 
tonnes foodgrains by 2000 AD to feed its 
growing population, there is no alternative to 
increasing fertilizer consumption. It is a 
matter of great satisfaction that some more 
fertilizer units are coming up to augment the 
capacity Even this capacity is not adequate as 
by the turn of this century the country will 
need additional fertilizer capacity of 8 5 million 
tonnes. The international prices of fertilizers 
have already gone high in last six months and 
we have seen from our past experience that 
whenever we have gone for fertilizer imports 
in a big way, the international prices have gone 
up. 1, therefore, feel that there is no alternative 
to self sufficiency in foodgrains and fertilizers 
There is already a strain on availability of 
foreign exchange on account of imbalance in 
Imports Exports. Large imports of fertilizers 
will further aggravate this situation besides 
causing unreliability of supplies. Therefore 
when the 8th Five Year Plan is on the drawing 


board, it will be necessary to provide foi 
additional fertilizer units and invite competent 
private and public sector units to undertake 
the establishment of .such units 

Retention Prices 

The retention price policy of the Govern 
ment of India for fertilizers plays an important 
role in maintaining the tempo of increasing 
domestic production and attract more capital 
investment in the sec tor While computing the 
prices under Retention Price Scheme, the 
units operating efficiently should have ade 
quote incentive by way of allowing them to 
retain the benefits of their efficiency It has 
been observed in the past that the efficiency 
gained by some fertilizer units like your Com 
pany was taken away while deciding retention 
prices In fact better efficiency is a cushion 
available to fertilizer industry in bad years like 
last two years, and hence the benefit of 
improved (onsumption norms should be 
allowed to be retained by such units after 
working out normative consumption for si¬ 
milar plants. The profitability of many fertilizer 
units declined despite significant increase in 
production and productivity mainly on acr 
ount of under recoveries in price fixation on 
several counts as also due to higher inventory 
carrying cost 

This year the Government of India decided 
to provide fertilizers to farmers at a discount 
of 7 5% over the retail jirice fixed by if 
Unfortunately the discount for rabi season is 
not being compensated and it is too difficult to 
understand the rationale for asking the 
fertilizer industry to absorb such discount. As 
mentioned above, the profitability of the fer 
tilizer units is declining and this type of 
discount will further erode the profits. 

It IS understood that Government is pla¬ 
nning to introduce certain changes in Re¬ 
tention Price Scheme whereby the norm of 
capacity utilisaii'on will be increased 
substantially and method of calculations of 
depreciation allowance will be revised. These 
changes in the Retention Price Scheme will 
deal a crippling blow to the fertilizer industry 
which IS already suffering from the adverse 
effects of last two years. The overall capacity 
utilisation of fuel oil based plants like your 
Company is only around 80%. The proposed 
increase of the normative capacity utilisation 
to 85% as compared to present norm of 80% 
will deplete the profitability of most of the 
naphtha and fuel oil based units The proposal 
to adjust downwards the depreciation pro¬ 


vision which was allowed at the tales pres¬ 
cribed under the Income Tax Act, 1961 and 
the Companies Act, 19.56 will not only reduce 
the profitability but also the cash flow of the 
fertilizer units The lertili/er units which hat/e 
borrowed funds from the Financial hia- 
litutions and Commercial Banks will find it 
difficult to honour their cointni'ments to repay 
the term loans Further, because of in¬ 
adequate cash flow, the fertilize! units will not 
be able to < omplele their expansion protects 
which have gone into advanced stages of 
implementation All such measures may 
render many fertilizer units su k Further, any 
major change in retention price will have an 
adverse effect on the Indian investors in India 
and abroad 

1, therefore, appeal to the’ Government of 
India to continue with the basii parameters of 
present pr icing polii y so that the growth of the 
industry is not hampered and the prospective 
investors are not discouraged from investing 
in this vital industry 

Let us now have a look at the performance 
of our Conifiany 
Financial Hishlights 

You might have observed that despite 
severe glut situation in fertilizer market your 
Company has achieved a turnover of 
Rs 285 52 crores and gross profit of Rs.77 95 
crores after meeting with interest liability of 
Rs 42.47 crores The net profit after providing 
Rs 4 50 crores for taxation stands at Rs.23 77 
crores which is 27% higher than the last year 
Dividend 

Your Directors have recommended de¬ 
claration of dividend at the rate of Rs 1 80 per 
fully paid equity share of Rs.lO/- each subject 
to deduction of tax at source as per the 
provisions of the Income Tax Act, 1961 
Production 

The Urea plant of your Company has 
notched a hattrick by achieving over 100% 
capacity utilisation consecutively for third 
year. Methanol plant has not lagged behind as 
tor the second year of its operation, it has also 
achieved over 100% capacity utilisation. The 
capacity utilisation of 92% in Ammonia plant is 
a world record among the fuel oil based 
Ammonia plants of similar size. The capacity 
utilization of these plants during the first five 
months of the current year 1988-89 has shown 
further improvements. During July to 
November, 1988 on an average the Amm: 
onia Plant has operated at 107% capaefty, 
Urea plant at 120% and Methanol plant at 
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147%. The overall performance is expected I o 
be better this year 

Marketing 

Narmada Urea has maintained its flag flying 
high and your Company has sold almost all 
the quantities of Urea for which allocations 
were given by the Government of India, In 
addition, 26,061 MTs ol imported DAP has 
also been sold The sales revenue of industrial 
products was Rs.35.2 crores which came from 
Liquid Ammonia, Methanol, Liquid Nitrogen, 
Liquid Oxygen etc 

Our first Electronic Protect lor EPABX is 
making its dent in the highly competitive 
market and in the very first year of its ope 
rations 11, NARMADA PAX units were sold 
and installed. 

Your Company has entered in the field of 
pesticides with production of 133 MTs of 
Technical Grade Butachlor and 170 MTs ol 
Formulation Butachlor which is marketed 
f under the brand name “Narmadachlor” Tins 
product has been very well re< eived by the 
farmers 

Promotional Activities 

Besides tfie sustained promotional acli 
vities such as Village Adoption [irogrammes, 
Demonstration Farms, Kisan Melas, Kisan 
Parivar scheme. Seminars, Mobile Van, etc , 
your Company had risen to the occasion ol 
combating the fodder crisis facing the cattle of 
Gujarat Fodder was grown in about 400 acres 
of land and over 4,000 MTs of green todder 
was provided to vaiioiis tattle camps in 
Gujarat The Comp.iiiy had also distributed 
about 3,000 MTs of Narmada Urea in eco 
nomical mini bags of 10 Kgs each in low 
consuming backwaid districts of Gujarat, 
Madhya Pradesh and Uttar Pradesh to very 
small farmers who liad never used lertiliaers 
Awards 

Your Company has bagijed following pres 
tigeous awarcfs during the ye.ir 

1 Award of Merit from National Safety 
Council, Chicago, 

* 2 Award for Productivity m Fertilizer 

Sector from National Productivity 
Council, 

3 Certificate ol Appreciation from Gujaiat 
Safety Council and Gujarat Stale 
Factory Insfrecloiate, 

4 Vishwakarma National Award, and 

5 Fertilizer Association of India award foi 
best environmental protection of an ope¬ 
rating Nitrogenous fertilizer plant 

Expansion and Diversification 

Your Company is jxiiscd to diversify in a big 
way and with the following projects under 
implementation, it will emerge as a giant orga 
nisation with investment of about Rs 927 
crores within a couple of years from now and 
Will cross a figure ol Rs. 1,350 crores 
investment in the next two years thereafter 


Captive Power Plant — Phase II 

The phase II Captive Power Plant of 25 MW 
is on completion stage and will be 
commissioned in a i oujile of months This will 
ensure self sufficiency and reliability of power 
for our existing plants as well as those under 
construction, 

Nitrophosphate Project 

The work on the Nitrophosphate Project is 
on war footing and all out eftorts are being 
made to comjilete this prestigeous project of 
Rs 237 crores by end ol 1989 The nitric acid 
plants will be commissioned earlier With the 
i ompletion of this project, your Company will 
havea baskel ol fertilizers like Urea, ANP and 
CAN 

1,00,000 TPA Methanol Project 

The activities on the 1,00,000 I'PA Me 
thanol Proier I fiave already commenced Civil 
works have started at site and orders lor 
piocurement ol long delivery items are being 
placed. This jiroiect is estimated to cost Rs 80 
crores lor which Rs .5,3 i rores will come as 
loan fromIDBl of whii li Rs 13 bOcroies will lie 
foreign cunem v loan The balance ol invest 
merit will i ome from inteinal generation 

Acetic Acid Project 

40,000 M I’A Acetic Acid Project to lie est.r 
Wished at the cost ol Rs 88rioies is awaiting 
loreign i ollaboration apptov.il Irom the 
Government ol India as your Company has 
submitted all jiapers and documents required 
lor such approval 

500 TPD Phosphoric Acid Project at 
UAE 

As you all know this projeci is being imple¬ 
mented through a sejiaraii loint venture 
company, Emiiates Narmada Industries pk 
ipgistered in the United Kingdom M,s l.urgi 
111 West Germany have been selei led loi 
technical collaboiation and the woik of fi¬ 
nancial tie-up is in advani er. sl.ige Many Non 
resident Indians .ind loreign natioii.ils fiave 
shown interest for muestmenl in this 
i omjiany 

Electronics Projects 

Printed Circuit Board 

The Printed Circuit Board Project of 44,000 
sq mtrs cajiacity is in .advanced stage ol 
comjilelKin and il will he commissioned by 
March, 1989 

T V. Glass Shell 

The TV Glass Shell Project has >ieen ajip 
roved by the Government of inclia and we 
propose to implement the same through a 
separate company m joint venture with 
Cbbabria Group ol Companies Memo 
rat dumof Umlersland.ngfor this irurjiose has 
already been signed and a Projec 1 Group has 
been constituted to implement this projecI 
expeditiously 


Scooter Project 

Our wholly owned subsidiary GNAI. has 
manulaclured and pul in the market ovei 
50,000 scooters by this time It has signed pn 
agreement with M s Yeu Tyan Machinery 
MIg Co I td ol Taiwan tor new technology 
lor 1.50 cc engine Narmada 150 Prince is 
forging ahead as sturdy, reliable and luel 
elficierii 150 cc two wheeler and has proved to 
be a winner with FIRST RANK in 4 diftereni 
rallies in the country amongsl stiff compietilion 
from all reputed brands The prototype o( a 
Three Wheeler designed by R&D De 
partment of GNAT, has been prepared and by 
March, 1989 we propose to pul the same on 
road 

Research and Development 

The Company has set-up a modern, well 
equipjred R&D Centre and a researc h library 
The Centre has been accorded recognition as 
an in-Hiiuse R&O Unit by the Department 
of Sc lenlilic & Industrial Research, Govl. ol 
India A nutnlrer of R&D Prcrjecls are in 
progress These include develojrment of ni¬ 
trogen efficient feitilizeis, anticaking agents 
for granular tertilizcns, process development 
(or the manulaclure ol .igrochemicals and the 
development of a solulion catalyst (or sulphur 
recovery Researc h on Gypsum c cjaled Urea 
has reac tiecf the jrilol plant scale and has 
stiown good irolenlial as a slow release 
fertilizer 
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Minority Identity, Muslim Women Bill 
Campaign and the Political Process 

Zuya Hasan 

The focus of this paper is on the movement of 1985-86 against the momentous Supreme Court verdict on the 
grant of maintenance to Shah Bano, a divorced Muslim woman. Who were the chief campaigners, and what 
ideological spectrum did they represent? Why did their campaign evoke such powerful responses from a wide 
spectrum oj Muslim society? How did Muslim women in general respond to the controversy generated by the 
Supreme Court judgment and the Muslim Women Bill? And, finally, why did the government introduce an amend¬ 
ment which curtailed the rights of Muslim women? 


IN recent years, mounting social conflicts 
and sectarian tension in India has received 
considerable scholarly attention. The contro¬ 
versies generated by the ‘liberation’ of the 
Babri mosque at Ayodhya, the outcry 
against the Supreme Court verdict in the 
Shah Bano case, and the alarming rise of 
separatism in Punjab have brought to the 
fore the sharpening of social and sectarian 
cleavages. 

In April I98S, India’s highest judicial 
court, the Supreme Court, gave a momen¬ 
tous judgment—the grant of maintenance 
to Shah Bano, a divorced Muslim woman. 
Seen as a throat to the Islamic I^w (Shariah), 
the verdict evoked strong passions and led 
to a massive agitation among Muslims. 
Alarmed by its intensity, the government 
enacted a legislation—the Muslim Women 
Protection of Rights on Divorce Bill, 
1986—to mollify Muslim opinion. But its 
provisions proved to be retrogressive. 
Article 14 of the Indian constitution which 
guarantees equality before law was overruled 
by Article 15 which safeguards freedom of 
religion. Besides, a secular law—Section 125 
of the Criminal Procedure Code—which 
guaranteed maintenance to indigent women 
was amended to exclude Muslim women 
from its purview. 

The main focus of the paper is on the 
movement of 1985-86 against the Supreme 
Court verdict. Who were the chief cam¬ 
paigners, and what ideological spectrum did 
they represent? Why did their campaign 
evoke such powerful responses from a wide 
spectrum of Muslim society? How did 
Muslim women in general respond to the 
oonlroversy generated by the Supreme Court 
judgment and the Muslim Women Bill? 
And, finally, why did the government intro¬ 
duce an amendment which curtailed the 
rights of Muslim women? 

It is often argued that the rc.sisiance to 
‘change’ or ‘reform’ is closely linked with an 
overriding concern to preserve the religio- 
cultural identity of a religious minority. But 
the assertion of one’s Muslimness is an 
option available to an individual who may 
articulate, underplay or stress this form of 
identity.' Identities, in general, are not 
simply inherited or ‘givens’ of the social 
existence; they arc shaped and crystallised 
in a specific ps'litical context.- The outcome 
of a movement -fundamentalist or otherwise 


—is thus contingent on the .social and 
economic circumstances of a community 
and the political context in which it acquires 
depth ot support. In fact, the government’s 
response to the well-orchestrated campaign 
against the Supreme Court judgment reveals 
how a political ciJntext, combined with a set 
of political considerations, determine the 
outcome of many such movemcnis, 

I 

In a historic judgment, the Supreme 
Court ruled that Shah Bano, divorced by 
her husband after 43 years ol marriage, was 
entitled to maintenance from her husband. 
Addressing itself primarily to the issue of 
whether the Muslim Personal Law imposes 
an obligation upon the husband, the court 
further ruled that a Muslim wc>man, unable 
to support herself, was cniillcd to take 
recourse to Section 125 of the Criminal Pro¬ 
cedure Code which applied to all com¬ 
munities regardless of their separate personal 
laws.^ In case of a conflict between certain 
provisions of the Criminal Procedute Code 
and the Muslim Personal Law, the former 
would prevail.^ 

This interpretation of the Muslim Personal 
Law triggered off a country-wide reaction: 
in fact, few issues after independence have 
evoked as strung a reaction among Indian 
Muslims as the Supreme Court judgment. 
Maulana Abul Hasan Nadvi, the president 
of the All India Muslim Personal Law Board 
(AIMPLB) cojnpared it to the Khilafat up¬ 
surge of the 1920s.’ A powerful section of 
Muslim opinion, represented by the Jamait- 
ul-Ulema-i-Hind, the Jamait-e-lslami and 
the Muslim League denounced the judgment 
and organised a crusade against what they 
termed as interference in the Muslim 
Personal Law, The main objections were set 
out by Yunus Saleem, counsel for the 
AIMPLB. His agruments were that the 
Supreme Court had interfered with the 
Muslim Personal Law, on the one hand, and 
had further transgressed its limits by trying 
to interpret the Quran.^ The Muslim 
Personal Law, so ran the argument, was 
ba.sed on the Shariah, which is divine and 
immutable; hence no legislative or executive 
authority could amend or alter its provisions. 

What was conveniently ignored in the 
debate was the obvious fact that many 


changes had already come into operation 
during British rule in India,’ While family 
and inheritance laws were generally left un¬ 
touched and uncodified, a number of im¬ 
portant legislations were enacted from 1827 
to 1887 which sought to apply local customs 
and practices. But such initiatives were 
vigorously opposed by various Muslim acti¬ 
vist groups who demanded the restoration 
of Islamic law on the plea that Muslims 
should be governed by Muslim law and not 
by any custom which might be to the 
contrary.** 

The Jamaii-ul-Ulema-Hind look the lead 
in demanding restoration of the Islamic 
laws. Othci gioups also plunged into the 
campaign, for the issue ot sategiiarding the 
sanctity of the Shariah became a symbol for 
representing the Muslim identity.^ For 
oigamsalions actively involved in the 
mobilisalion of Mulims, it was part of then 
search for an identity so as to establish the 
claims to a status commensurate with its 
substantial minority position. In fact the 
demand for restoring the Muslim Personal 
Law was turned into a symbol for homo¬ 
genising the community by emphasising the 
unifying symbols as opposed to the socio¬ 
economic differences which divided the 
Muslims of India. 

Though the passing of the Shariat Act in 
1937 and the Dissolution of Marriages Act 
in 1939 were hailed at the ttme as important 
initiatives,'” it needs to be stated that the 
pre-independence legislations were not a 
reform legislation but restoration of Islamic 
law." The supporters of the Shariat Act 
claimed that it had furthered the interests 
of women and uniFied the community at the 
same time. The debate on the reform of 
Muslim Personal Law was intensified in the 
post-independence period. The Muslim 
community has resisted change of personal 
law on the argument that it is an integral 
part of the socio-religious identity of the 
community. 

A section of the Muslim leadership has 
consi.stently tried to politicise religion as a 
means of safeguarding the community’s 
separate and distinct identity. Gail Minault 
has pointed out that the political movements 
among Muslims in the 1920s used religious 
and cultural symbols which were relevant to 
all strata of the community.'^ This was 
done to foster the unity among the ‘believers’ 
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and to enhance their bargaining position in 
the constitutional wranglings. In the post¬ 
independence period this symbolism has 
come to rest entirely on laws pertaining to 
family and women. Invariably women are 
the victims of cultural distinction, because 
community identity is defined almost 
entirely in terms of family laws which tend 
to subordinate women. Muslim leaders 
displayed the dilemma that face a group 
using symbolic differentiation to promote 
cohesion because such symbolism, as Karl 
Marx said on the Jewish question, is nut 
‘anymore the essence of the community but 
the essence of distinction’. 

The political value of the issues lelating 
to the Muslim Personal I^aw derived largely 
from Its importance in differentiating 
Muslims from other cummunitic.s. What is 
often ignored is that Muslims do not exist 
in Indian society as separate and isolated 
entities: they operate vsithin the social 
structure as segments of a composite social 
Iramework.'’ Equally significant is the ten¬ 
dency toward pluralism in matters pertain¬ 
ing to the Shariah. This is tiue of Miishin 
.societies in different parts of the Islamic 
world. As Maxine Rodinson remarks: 
“ .one is not dealing with ‘Islam’, a single 
' coherent doctrine, but with several ideo¬ 
logies, several Islams”.''* Indian Islam is a 
product of the circumstances in which ii 
emerged and crystallised and, in the process, 
it became necessary to adapt to the indi¬ 
genous enviionnient. However, for the ulema 
who were primarily concerned with Islamic 
norms, the maintenance of Muslim identity 
in a secular society required an increasing 
emphasis on the acceptance of these norms. 
Adherence to the Shariah for them becomes 
the central symbol in the preservation of 
Muslim identity and an idiom for integra¬ 
tion. As a result, there is considerable 
opposition to change m family laws, though 
the community has accepted secular legisla¬ 
tion on all other matters, including Icgisla- 
lion on criminal laws. 

The Muslim Personal Law alfects women 
directly and adversely. Their position under 
ns provi.sions is unequal: a Mu.slim man can 
marry tour wives; a woman can be divorced 
by unilateral pronouncement of triple talaq, 
a Muslim daughter inherits only half the 
share of the son and a divorced Muslim wife 
is not entitled to maintenance. Though 
polygamy and unilateral divorce were not 
widespread as they affected only a small 
section of the population, maintenance , 
inheritance and adoption laws affected all 
families and women from all classes. It is 
in this context that the Supreme Court judg¬ 
ment in favour of maintenance under the 
Criminal Procedure Code was significant 
because it recognised the rights of Muslim 
women irrespective of personal law. The 
reason for this is axiomatic, observed the 
Supreme Court. 

Section 125 is part of the code of Criminal 

Procedure, not of the civil laws which define 

and govern the rights and obligations of the 


parties belonging to particular religions. 
Section 125 was enacted in order to provide 
a quick and summary remedy lo a class of 
persons who are unable tc maintain them¬ 
selves What difference would it then make 
as 10 what is the religion professed by ihe 
neglected wife, children or parent. Neglect 
by a person of siillicicnl means to maintain 
these and the inability of these persons to 
maintain themselves are the objective cri¬ 
teria which determine the applicability of 
Section 125. Such provisions, which arc 
essentially of a prophylactic nature, cut 
across the barriers of religion. True, they do 
noi supplant the personal law ot the parties, 
but, equally, the religion professed by the 
parties or the slate of the personal law by 
which they are governed, cannot have any 
repercussions on the applicability of such 
laws unless, within the framework of the con¬ 
stitution, their application is restricted to a 
detined category of religious groups or 
classes.'' 

According to the Supreme Court scrdict 
there is no conflict between Ihe prosisioiis 
ol Section 125 and those of the peisonal law 
on the question of a Muslim husband's 
obligation to provide maintenance for a 
divorced wile who is unable to maintain 
herself This conclusion was based on the 
understanding that Muslim Personal I aw, 
which limits the husband’s liability to pio- 
vide maintenance for the period of iddat, 
does not countenance the situation of desti¬ 
tution envisaged by Section 125 

II 

Conservative Muslim opinion was in¬ 
censed by the verdict. Among the conser¬ 
vative sections, the Personal Law lobby was 
the most pronounced in berating Ihe Shah 
Bano judgment. However, the Shah Bano 
verdict was not the first one to grant 
maintenance rights to Muslim women. 7wo 
important judgments by Justice Krishna Iyer 
in the Tahira Bai v Ah Husain Fiduli 
Chothia and Faziunbi v Khader Ah cases in 
Ihe 1970s granted maintenance to Muslim 
women under Section 125.1 ikewi.se in 1984 
the Madras High Court conferred monthly 
maintenance to a Muslim woman.'’ None 
of these judgments evoked any protest. The 
Shah Bano verdict, on the ol her hand, pro¬ 
voked an outcry of massive protest. Why did 
this happen? 

To understand the success of the funda¬ 
mentalist upsurge we should begin by look¬ 
ing at the nature and character of inter- 
communal relations in the 1980s. The last 
phase of the Indira Gandhi era witnessed an 
unprecedented spurt in religious fervour and 
a marked polarisation of Indian society on 
communal and sectarian lines. Nearly 4000 
people were killed in communal violence.'" 
Equally significant has been the growth 
of communal organisations; there are 
over 500 militant organisations with an 
active membership which runs into several 
millions.''' All these bodies combined with 
Vishwa Hindu Parishad and the Virat Hindu 
Sammelan are in the forefront of the cam¬ 


paign launched by right w ing organisations 
to represent and protect luiidametitahst 
causes such as the liberation of the Babri 
mosque in Ayodhya. 

The intrusion of religion inio politics has 
remained unchanged in Rajiv Gandhi 
legime Innumerable examples can be listed 
to demonstrate the mixing ol religion and 
politics. Over the years, the Congress has 
taken over the role of the protector of 
majority interests, a fact which has en¬ 
couraged the RSS to extend its support to 
the Congress. 

The deteriorating economic conditions of 
Muslims, aggravated by systematic neglect 
and discrimination has made large sections 
of Muslims receptive to fundamentalist 
pressures.^® The causes of the economic 
decline of Muslims are debatable, but there 
is no denying that they represent a picture 
of enormous underemployment.^' Their 
problems are compounded by the abandon¬ 
ment of Urdu which is why they find it 
difficult to compete for government posts, 
and that communal riots have occurred in 
towns where they have attained a measure 
of economic well-being. This has been the 
pattern in Aligarh, Bhiwandi, Ahmedabad, 
Meerut and Moradabad. In these towns the 
Hindu petty bourgeoisie, with the backing 
of militant organisations, has whipped up 
communal fervour against Muslims to dis¬ 
place Muslim entrepreneurs either to reduce 
competition in crucial trades or to acquire 
land abandoned by poor Muslims fleeing 
from communal violence.“Hindus tend 
to raise their eyebrows at the assertion of 
equal status by a community they are used 
to look down upon as their inferiors in the 
post-independence era;' concludes a report 
on the Delhi riots in May 1987.^’ 

Economic instability and communal riots 
were not entirely absent in the Nehru period. 
What marked out the post-Nehru period was 
the breakdown of the secular consensus 
moulded by Nehru. In the event, the leading 
ruling class party was apprehen-sive that its 
close identification with the minorities bore 
the risk of alienating many of their coasti- 
tuents. Indira Gandhi was quick to learn this 
le.sson when she talked of a Hindu backlash 
against any further pampering of the 
minorities. For their part, Muslims had 
begun to drift away from the Congress in 
states like Kashmir, Uttar Pradesh, Bihar 
and West Bengal. In Bihar and UP the Lok 
Dal carved out victories in the. Muslim- 
dominated constituencies. This weakening 
of Congress support created a political' 
vacuum which was exploited by the Muslim 
fundamentalist leadership to assert its 
primacy in the community. Capitalising on 
the frequent riots and the discrimination 
against Muslims in employment, some 
communally-oriented Muslims organisations 
sought to broaden their support base by 
harping on government failure to control 
violence and its ability to satisfy the fears 
of the minoiities. Such fears helped the rise 
of Jamaat-i-lslami in Kashmir, the Itehadul 
Muslimeen in Hyderabad and several other 
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bodies in northern India. 

The furore over the Shah Bano judgment 
was compounded by the manner in which 
the verdict was framed. The previous judg¬ 
ment by Justice Krishna Iyer was structured 
in the framework of social justice; by con¬ 
trast, Justice Chandrachud’s judgment in the 
Shah Bano case was located in the terrain 
of Muslim Personal Law. In fact, the judg¬ 
ment made repeated reference to Muslim 
Personal Law and Islam; ‘undoubtedly, the 
Muslim husband enjoys the privilege of 
being able to discard his wife whenever he 
chooses to do so, for reasons good, bad or' 
indifferent. Indeed, for no reason at alll^' 
The issue was define(i exclusively in terms 
of Personal Law. As a result, the debate 
focused on the interpretation of Muslim 
Law. This was not all. Chandrachud's critical 
comments on Muslim Personal Law were 
greatly resented by the ulema who condem¬ 
ned the judgment as an attempt to under¬ 
mine the Personal Law of Muslims.*' 
Behind the diatribe lurked the fear that if 
secular laws prevailed over religious laws, it 
would open the way for courts to modify the 
Personal Law which would weaken their 
stranglehold over the, Muslim masses. 

The Supreme Court judgment in the Shah 
Bano case provided the custodians of 
minority identity a much needed opportunity 
to project their leadership and to emphasise 
the distinctive identity of the Muslim com¬ 
munity. The controversy sparked off by the 
Shah Bano judgment injected life into 
Muslim organisations which were literally 
starved of action. For the First time after par¬ 
tition the political balance shifted in their 
favour as they were allowed to take the 
initiative in articulating the grievances of 
Muslims. Many of these organisations—the 
Muslim Majlis Mushawarat, the Muslim 
Personal Law Board, the Muslim League, the 
Jamaat Islami, the Awami Action Commit¬ 
tee and Jamait-ul-Ulema-i-Hind—widened 
their sphere of influence by mobilising 
Muslim opinion against the Supreme Court 
judgment. 

Spearheaded by the All India Muslim 
Personal Board, the fundamentalists criti¬ 
cised the judgment as an assault on the 
Shariah. The principal argument put 
forward was that the Shariah made no pro¬ 
vision for maintenance in the event of 
divorce. The written statement prepared by 
Syed Shahabuddin, editor of Muslim India, 
and submitted by the AIMPLB to the 
Supreme Court, argued that the Muslim 
Personal Law allowed a reasonable quantum 
of maintenance, though the period was 
limited to three months of Iddat.^* “The 
essence lies in that Mata has no connotation 
of recurrence as maintenance has”.^’ Thus, 
absolving the husband of all responsibilities 
towards his wife, the crusaders of Islam 
insisted that the-divorced woman could 
claim mamtenance from her paternal family 
rather than '^om her former husband. 

Thougti;. a large number of Muslim 
organisati^s were involved in whipping up 
fundamenUlist sentiments, the campaign 


failed to gain popular support in the first 
phase of the movement which focused on 
the issues of maintenance rights for women. 
The movement gained momentum towards 
the end of 198S when the focus of the debate 
was shifted from the relatively minor issues 
of maintenance rights for women to the 
much larger issue of the status of the Muslim 
minority and its right to exist as a religious 
community in a secular society. 

A crucial issue was how the judgment 
should be linked to the Islamic framework. 
For the ulema there was no ambiguity that 
the acceptance of the provisions of the 
Criminal Procedure Code would affect the 
practice of Islam. For the politicians, 
however, the crucial issue was how the prac¬ 
tice of Islam could be linked to the assump¬ 
tion of community. Because the leadership 
in this movement was dominated by conser¬ 
vative leaders, the relationship between 
Islamic identity and community was atricu- 
lated m an essentially religious discourse. A 
joint statement of six Muslim organisations 
fused the religious and political link by 
expressing the fear that “forces inimical to 
the Muslim community shall use this judg¬ 
ment as the thin end of the wedge for secur¬ 
ing the extinction of the Muslim Personal 
Law and its substitution by a common civil 
code”.^* Thus in the second phase of the 
campaign community identity had taken on 
a reality which was expressed in an idiom 
drawing heavily on religious symbols. This 
process of community definition had impor¬ 
tant political repercussions. In April 1985, 
G M Banatwala, a Muslim League member 
from Kerala, introduced a private bill in 
parliament to ensure the continuance of the 
regime of Personal Law.^* “The talk of the 
uniform civil code is an attack on the tradi¬ 
tional spirit of tolerance and secular 
ideals”’® Minatullah Rehmani, secretary of 
the All India Muslim Personal Law Board, 
explicitly demanded that the government 
should nullify the judgment by reiterating 
its commitment to uphold the Muslim 
Personal l.aw. Echoing Rajiv Gandhi’s 
discourses on national integration and 
secularism, Rehmani argued that “national 
integration and secularism would be streng¬ 
thened when every religious denomination 
feels religiously secure and satisfied”.’* The 
AIMPLB warned the government that “it 
would be unwise and against the interests of 
national unity to arouse fears and apprehen¬ 
sions and to create a sense of religious 
insecurity”.’’ 

From city streets and mosques, the 
maul vis and communal-minded politicians 
harped on the fear that the Supreme Court 
verdict was “a death warrant of Muslim 
identity in Hindu India”.” Sidetracking the 
issue of Muslim women's rights, the move¬ 
ment concentrated attention on the im¬ 
perative need to protect the Muslim Personal 
Law. Muslim organisations in Uttar Pradesh, 
Bihar, Kashmir, Andhra Pradesh and Kerala 
were pressed into service by the clergy and 
conservative leaders to rouse Muslim masses 
against what they dubbed as “interference 


in the Muslim personal Law”.’^ ‘Muslim 
Personal Law is in danger’, ‘Shariah is our 
religious right, we will die to protect it’, were 
some of the slogans that helped to mobilise 
Muslims at numerous public meetings held 
in the course of the Shariah week launched 
in October 1985.” The campaign- 
culminated in the observation of the All 
India Shariah Day, which was marked by 
street corner meetings and demonstrations 
to condemn the Supreme Court’s trespass 
into a field out of bounds for it. Syed 
Shahabuddin, a key figure in the campaign, 
gave expression to the common perception 
that the judgment had inflamed Muslim 
passions because the Supreme Court had 
called for a common civil code mentioned 
in Article 14 and had thus “arrogated to 
itself the function of the legislature”.’* 

One of the most striking aspects of the 
movement was the unity displayed by the 
principal protagonists of religious identity, 
who were otherwise opposed to each other 
on fundamental doctrinal matters.” These 
were the Jamaat-i-Islami, founded in 1941 
by Abul Ala Mawdudidi to create a slate and 
society based upon Islamic identity; the 
Jamaiyat-ai-ulema connected with the Dar- 
al-uloom at Deoband and the All India 
Muslim Personal law Board, established in 
1974. The basic aim of these groups after 
independence has been to oppose any 
change in the Personal Law arguing that it 
will be only “the first step in the direction 
of erasing enemy symbol -of a separate 
Muslim culture in India”.’* The symbolic 
focus on Muslim Personal Law provided the 
public setting in which it became necessary 
to underplay the differences in doctrine in 
order to safeguard Personal Law, the only 
permanent guarantee for the preservation of 
Muslim identity. Moreover, though the 
pierceptions of the significant issues concer¬ 
ning the status of the minority were not 
identical, they did overlap insofar as keeping 
intget the sanctity of the law was con¬ 
cerned.” Regional and class divisions were 
underplayed, because the ulema, the 
members of the Muslim Personal Law Board 
and the leaders of the Muslim League came 
from different regions to participate in 
actions in defence of issues concerning the 
supposed Islamic identity. Perceptions came 
to be expressed by a shared vocabulary 
emphasising symbols of Shariah and 
Muslim Personal Law as the emblem of 
Muslim identity. 

There is no doubt that many urban-based 
Muslim groups were apprehensive that the 
verdict on the Shah Bano case violated the 
basic canons of Islam, a fear reinforced by 
the AIMPLB agitation which stirred 
emotions by an obfuscation of the central 
issue of women’s rights and instead an 
emphasis on minority rights. This process 
of transfer and displacement profoundly 
affected the political discourse, because it 
raised misgivings regarding minority status 
and minority space in a secular society. The 
discourse of maintenance moved out from 
the law courts to the public setting, where 
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questions were raised about the future of the 
Muslim Personal Law.^ 

The emphasis on identity was further re¬ 
inforced by the enthusiastic support exten¬ 
ded by Hindu organisations to the Shah 
Bano judgment. In the minds of many 
Muslims, this scenario created the fear that 
a change of personal law was being deman¬ 
ded by the detractors of the community. The 
petition by Shahnaz Sheikh, a Muslim 
woman from Bombay, challenging the 
validity of the Muslim Personal Law under 
Article 14 and the Shah Bano judgment was 
interpreted by vested interests as an attempt 
by the Indian state to impose a uniform civil 
code.*' lb counter such an interventionary 
threat, the cry of ‘Islam in danger’ was raised 
from within the community to mobilise 
Muslims against ‘outside protection’ of 
Muslim women. 

Ill 

Amidst growing controversies, the Indian 
government decided to seize the initiative. 
Its intervention was based on the assumption 
that most Muslims resented the Supreme 
Court verdict, viewing it as a threat to their 
religious identity. But the Muslim com¬ 
munity was divided on the issue. L.arge 
numbers of Muslims saw no conflict bet¬ 
ween the Supreme Court verdict and the 
Islamic principles. More significantly, large 
numbers of Muslim women were unaffected 
by the fundamentalist tide. Many of them 
supported the demand for maintenance 
rights provided under the Criminal Pro¬ 
cedure Code.*^ Initially, many women were 
no doubt unaware of the maintenance issue, 
but the blitz against the Supreme Court 
judgment made them conscious of the issues 
involved in the debate. Muslim women’s 
groups in Kerala, West Bengal, Bombay and 
Delhi reaffirmed the right of an indigent 
woman to be supported by her husband, and 
derided the mullahs for turning religion into 
an instrument of injustice. Muslim women 
in Calcutta, IKvandrum, Patna and Bombay 
condemned the AIMPLB call for a bandh 
to mark the Shariat Day on October 4, 
1985.« 

The formation of the Committee for the 
Protection of the Rights of Muslim Women 
in Calcutta, Trivandrum and Delhi gave 
organised expression to such sentiments. The 
committee organised public meetings and 
conventions in different parts of the country 
to highlight the issue of women’s rights, sub¬ 
mitted memoranda to the prime minister 
emphasising the need to protect all sections 
of the minorities, particularly women.** Its 
chief concern was to safeguard the righis 
guaranteed by the Indian constitution. An 
important part of the committee’s efforts 
was to locate Muslim women within the 
social domain and in the context of the com¬ 
munity of women. It was pointed out that 
thou^ laws relating to marriage and divorce 
from part of the civil law, maintenance was 
included in criminal law to prevent a 
divorced woman from becoming a destitute 
Moreover, Section 125 of the CrPC was a 


mild provision. Under it a magistrate can ask 
a husband to provide up to Rs 500 a month 
for maintenance of his wife, provided the 
husband has sufficient means and the wife 
is “unable to maintain herself’. What was 
lost in the heat of the controversy was the 
fact that Section 125 of the CrPC did not 
pertain to personal law but to vagrancy and 
prevention of destitution 

The stirrings of protest by Muslim women 
were reinforced by the voice of dissent from 
within the Muslim intelligentsia. Important 
sections of enlightened and liberal Muslim 
opinion, drawn from the educated and pro¬ 
fessional classes, signed a memorandum 
demanding the preservation of the right of 
a divorced Muslim woman to claim mainte¬ 
nance from her former husband.*’ The list 
of signatories included several academicians, 
writers, journalists, bureaucrats, poets, 
painters, theatre and film personalities. 
Likewise distinguished experts in Shariah 
laws like M H Beg, Muriuza Fazal Ali, 
Beharul Islam, S A Maslfd. Danial Latifi 
and A G Noorani defended the rights of 
Mu.slim women. Justice M H Beg, chairman 
of the Minorities Commission, stated that 
granting maintenance to Muslim women 
under Section 125 of the CrPC “did not 
interfere in any way with the Muslim 
Personal Law’’.** And those yvho say 
anything to the contrary “neither know the 
Quran, nor the Muslim Personal Law nor 
equality nor justice, nor the obligation of 
the Indian citizen under the coristitution". 
Asghar Ali Engineer, a Bombay-based acti¬ 
vist for social reforms, summed up the case 
of those who favoured change: “giving mote 
than what is stipulated by the jurists is no 
violation of the Shariah or the injunctions 
of the Quran".*^ 

Their forceful articulation refuted the 
claims of Muslim leaders that the com¬ 
munity was unanimously opposed to the 
Supreme Court verdict in favour of main¬ 
tenance. It also showed that the sentiments 
and feelings aroused by the fundamentalist 
movement were not uniform or purely 
religious; they were contingent on the social 
circumstances of the community and were 
very greatly inspired by the fundamentalist 
movement. What started as an expression of 
Muslim feelings and misgivings acquired the 
shape of significant sentiments only as a 
result of the intervention of specific political 
processes and developments in the political 
arena. 

lb begin with, the Congress Party and the 
government welcomed the Supreme Court 
verdict granting maintenance to Muslim 
women. Arif Mohammed Khan, minister of 
state for home in the union cabinet, said so. 
He had the backing of the overwhelming 
majority of the members of parliament in¬ 
cluding the prime minister who congratula¬ 
ted him for his “excellent speech’* denoun¬ 
cing the Banatwala Bill in parliament.** But 
the defeat of the Congress Party in the by- 
elections in December 1985 led the govern¬ 
ment to execute a volte /ace. Fearful of 
further electoral reverses, the government 


initiated several moves to assuage Muslim '' 
feelings. Members of the All India Muslim , 
Personal Law Board were summoned to 'ii 
Delhi for consultation. Ali Mian, the alim *■ 
of the Lucknow Seminary, Nadvatal-ulma, 
^was assidously cultivated, while the prime / 
minsiter found time to attend the All-Momin ' 
conference and to assure his audience that 
the Muslim Personal Law will not be 
modified or altered.*'* In May 1986 the 
Muslim Women (Protection of Rights on 
Divorce) Bill, 1985 was introduced in 
parliament. 

The Bill condemned Muslim women to 
the status of second class citizens (ly denying ' 
them the option to avail of Section 125 of ' 
the CrPC. It incorporated the arguments of 
the AIMPLB and the Muslim League that 
a woman’s natal family should maintain her 
after her divorce and not the husband as she ' 
has ceased to be his wife. It provided that 
the inheritors of her property would be 
responsible for her maintenance in accor¬ 
dance with the property to be inherited, 
without fixing the amount of property to be 
inherited by the divorced woman. Significant 
provisions of the bill introduced in parlia¬ 
ment included: 

Where a Muslim divorced woman is 
unable to maintain herself after the period 
of iddat, the magistrate, when approached 
may make an order for the payment of 
maintenance by her relatives who would be 
entitled to inherit her property on her death ,, 
according to M uslim Law in Proportions in 
which they would inherit her property. 

If any of such relatives is unable to pay '• 
her or her share on the ground of his or her 
not having the means to pay the shares of 
these relatives also. '' 

But where a divorced woman has no t 
relatives or any one of them has not enough 
means to pay the maintenance or the other ’ 
relatives who have been asked to pay the 
shares of the defaulting relatives, the 
magistrate would order the State \kbkf Board : 
to pay the maintenance ordered by him on ' 
the shares of the relatives who are unable to 
pay. 

The Muslim Women Bill was widely 
criticised. Even those Muslims who were 
dissatisfied with the Supreme Court judg¬ 
ment di.sapproved. A significant section of 
Muslims were of the view that a woman 
should have the option to be governed by 
their personal law or by the provisions of 
the civil code on maintenance. The right to : 
maintenance was in consonance with the ' 
prevailing family laws in a number of ' 
Muslim countries which had modernised ' 
family laws. The right to maintenance was ' 
available to women in Morocco, 

Iraq, Egypt, Libiya, Ibnisia, Syria and ‘ 
Algeria. In sharp contrast Indian Muslim 
women were forced to depend on relatives ■ 
and Wakf Boards for support. However it ' 
is well known that the majority of WAtf '■ 
Boards in UP and Bihar are either finan- ' 
cially bankrupt or under the control 
vested interests reluctant to provide.’ 
maintenance to divorced women. As for the 
responsibility of the natal family, the pro- 
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visions of the bill would give rise to tension 
between a woman and her own family in 
case she is forced to go to court to avail ol 
her maintenance from them The most con¬ 
tentious aspect of the legislatton was the 
transfer of the concept of maintenance from 
the purview of criminal and civil law to the 
domain of Personal Law. As a result, 
Muslim women were removed from the 
.social domain and relocated in the domain 
of the family where personal law would be 
given primacy over their rights as citi^en.s. 

Women’s organisations intervened to 
highlight gender identity and to safeguard 
the rights of women, whose identity often 
get subsumed in the larger issue of com¬ 
munity identity Besides restoring the focus 
on women, their inteventton exposed the 
subordinate and unequal position ol women 
within the family, i e, personal laws and in 
the public realm, (for example, Section 125 
of the CrPC) that women cannot, avail 
because they supposedly threaten com¬ 
munity identity. 

Atnong the leading organisations involved 
in mobilising public opinion were the All 
India Democratic Women’s Association 
(AiDWA), the National Federation of Indian 
Women, and the Mahila Dakshata Samiti. 
Street cornet meetings, protest marches and 
signature campaigns were organised to 
oppose the exclusion of Muslim Women 
from the purview of the Criminal Procedure 
Code. Ten lakh signature.s, including those 
of 2,00,(XX) Muslim women were submitted 
by the AIDWA to the prime minister urging 
the government not to appease fundamen- 
tali.sts.^'’ The AIDWA also organised a rally 
of women drawn equally from the poor and 
middle strata from different parts of the 
country. Yet the government refused to 
recognise strength of Muslim opposition to 
the bill. Instead, the sensitivity of the 
minority community to any form of change 
in the Muslim Personal Law was assumed. 
No attempt was made to reconcile the con¬ 
flicting claims of minority identity and 
women’s rights. 

IV 

Why did the government surrender to fun- 
damentlist pressures? The most important 
consideration was the need to stem the anger 
over the Shah Bano verdict, which was losing 
the Congress its Muslim votes. Following the 
Congress defeat in the by-elections in 
Assam, Bijnor, Kishanganj, Bolapur, 
Kedrappa and Baroda and the beliel that 
everywhere Muslim vote had tipped the 
balance in favour of the opposition partie.s, 
important Congress leaders advised the 
prime minister against the dangers of a con¬ 
frontation with the lundamentalists. Syed 
Shahabuddin’s vicotry in a bv-election was 
a sharp reminder that Congress would suffer 
electoral reverses in other constituencies as 
well unless it regained Muslim support.'' 
The decision to bring the Muslim Women 
Bill waSMMii of the strategy to reverse the 
rising ti^^ginst the Congress party’s 
efforts to wjDdj, the Muslims. The inter¬ 
vention in fai#ttt Of the fundamentalists was 


a desperate bid to regain the Muslim 
constituency.'* 

An important development that influ¬ 
enced the course of the political movement 
was the decision to concede the demand of 
the Hindu organisations to open the Babri 
mosque-Ram Janam Bhoomi. In fact the 
dectsion to enact the Muslim Women Bill 
was a sequel to the communal pressures 
mounted by Hindu organisations agitating 
for the reopening ol the Babri Masjid-Kam 
Janam Bhoomi temple in Ayodha. The 
temple was opened to devotees amidst much 
fanfare on February 1, 1986. The opening 
of the temple was a coup masterminded by 
political authorities to appease and con¬ 
ciliate the Vishwa Hindu f^rishad and Ram 
Janam Bhoomi Mukti Samiti, who had 
organised a powerful movement to pressuri.se 
Rajiv Gandhi to accommodate Hindu senti¬ 
ments. The strategy employed by these 
organisations was blatantly communal: 
“How can Rajiv Gandhi ignore the Hindu 
vote bank which gave him such a massive 
majority at the polls, far exceeding the votes 
polled by his grandfather’, asked the Hindu 
leaders?" Muslim leaders from other side 
ol the communal spectrum threatened to 
boycott the Congress tf Babri mosque was 
not restored to Muslims 

The Muslim Women Bill was an effort to 
pactfy ruffled Muslim sentiments over the 
reopening of the disputed Babri mosque and 
the conservative objections to the Supreme 
Court verdict.''' It) this way the Indian state 
performed a balancing act of accom¬ 
modating and according protection to all 
religions and religious sentiments under the 
umbrella of multi-theocratic pluralism and 
an ideology of secularism that encourages 
and protects all religions. 

It is noteworthy that the enactment of the 
Muslim Women Bill conferred legitimacy on 
the AIMPLB and the mullahs as the ‘sole 
spokesman’ of the community. The govern¬ 
ment scorned progressive opinion raised 
against the bill and refused to withdraw the 
bill on the dubious plea that it was framed 
in deference to the wishes of most Muslims. 
In actual fact, only conservative Muslim 
groups were consulted and they were passed 
off as the representative opinion of the com¬ 
munity. “All one can say at present”, 
declared an angry Danial Latifi, a Supreme 
Court lawyer and an activist of the Com¬ 
mittee for the Protection of the Rights of 
Muslim Women” is that some Machiavelli 
seems to have masterminded this entire 
operation. That mastermind is not a friend 
of Islam, ol the Muslims or the Republic of 
India. The act that preceded the bill, of the 
recognition of the so-called AIMPLB as the 
college of cardinals of Indian Muslims, is 
not only against Islam, but is also the mo.st 
flagrant exercise of the power drunk 
bureaucracy.. Within the government, 
Arif Mohammed Khan raised the banner of 
revolt. He resigned from the union cabinet 
in protest against the government. His 
grudge was that the government had given 
credence to the views of only the conser¬ 
vatives and ignored the secular and pro¬ 


gressive opinion in the community. 

The political considerations behind the 
Congress strategy were revealed in the course 
of the debate on the bill in the Lok Sabha. 
A K Sen, law minister, defended the in¬ 
troduction ol the new legislation by stating 
that it was” the consistent policy of the 
government that in matters pertaining to a 
community priority would be given to the 
leaders of the community”.''’ This recogni¬ 
tion of the so-called Muslim leadership 
meant that the government had no choice 
but to disregard the view of so many Muslim 
groups who had expressed their opposition 
to the bill.'’ A symbolic expression of their 
protest was highlighted on May 5, 1986, 
when a number of Muslim women, along 
with other members and supporters of the 
AIDWA, chained themselves to the gates ol 
parliament to protest against the passage of 
the bill in Lok Sabha.'" A fortnight earlier, 
a convention organised by the Committee 
for the Protection of Rights ot Women 
emphatically castigated the bill as “letro- 
grade measure untlermining the consitu- 
tional guarantees agains! discrimination on 
grounds of religion and gender”.''' 

The Congress Party insisted that govern- 
mcnl was constrained to introduce the bill, 
becau.se Section 125 ol the CrPC was 
perceived by Muslims as an interference in 
their personal law*"’ “We have to tiead very 
carefully for Muslim Personal l.aw is linked 
to the Muslim religion in the minds of most 
Mu.slim.s. We might have our views, but we 
cannot deny the perception of the Muslims”, 
observed government spokesman."' In a 
similar vein, Arun Nehru, minister of state 
for home and a confidante of Rajiv Gandhi 
during the period, reasoned: If the majori¬ 
ty of Muslims feel that the bill is in their 
interest we cannot impose our views on 
them”."^ This argument assumed that 
Mu.slim.s constituted a self-contained and 
monolithic community, whose interests were 
represented by the Muslim MPs and a 
section of the uiama. 

The most pernicious aspect of the contro¬ 
versy was the attempt by the government to 
defend the AIMPLB sponsored bill (which 
would clearly debilitate and deprive the 
Muslim community) and lament the absence 
of reformist tendencies against Muslims at 
the same time. Contrasting the importance 
of reform amongst Hindus and Muslims, 
Shiv Shankar, minister of commerce, said: 
“I gave the example of various laws with 
reference to the Hindu Code Bill... that at 
that time Hindu community was prepared 
to accept the law. Whatever we might say 
here, outside the situation is that [Muslim] 
people are not prepared to accept thisr"’ 
The social logic was unfolded more explicitly 
by K C Pant, minister of steel and mines: 
"We cannot depend only on the law for 
reforms. Society has to be ready for reform. 
The well-.springs of that reform have to come 
from within and then the law that have been 
aroused by a certain movement, they coin¬ 
cide and then the society moves forward... 
In Hindu society this process has been going 
on for decades. It had begun a hundred years 
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ago. As a result of that and the efforts of 
so many tall leaders of this country the 
Hindu society has been able to regenerate 
itself. 

These arguments are significant because 
they exposed the contradictions of Congress- 
style secularism, which in effect, stifled 
reform in the name of ‘protecting’ minority 
interests. It served an even more important 
function in the complex structure of Con¬ 
gress politics. The responsibility of the 
Muslim Women Bill was transferred to the 
Muslim fundamentalists. When the bill was 
introduced on February 27, the prime 
minister defended it on the ground that 
Section 125 of the CrPC did not provide 
adequate protection to women and that the 
proposed bill “would give her much more 
than was available under Sections 125 and 
127 of the CrPC”."' 

By May 1986, the government jettisoned 
this position in favour of the less harmful 
way of pandering to communalism by argu¬ 
ing that the bill was brought in deference to 
the wishes of the Mu.siim community. The 
massive outcry against the bill forced the 
Congress to rework us defence by shifting 
the blame on to the Muslims. “Indeed, it 
would not be an exaggeration to say that on 
no issue since the imposition of the internal 
'emergency in June 1975 has there been a 
greater measure of agreement among 
educated Indians than on this. It is in- 
concievable that Rajiv Gandhi and his 
advisors have not been aware of this re¬ 
action", opined Girilal Jain, the influential 
editor of Times of India. Indeed, they were 
fully aware of the political repercussions of 
appeasing Muslim fundamentalism. Con¬ 
sequently, the ruling party tried to wash its 
hands off the bill by taking recourse to the 
theory that Muslims perceived the .Supreme 
Court verdict as a threat to their religious 
identity. This theory enabled the Congress 
leaders to delink the party from fundamen¬ 
talist Muslims by giving the impression that 
“the government was not really in tune with 
the provisions of the bill but had no choice 
in the matter because the perception of 
Muslims was very different”."" 

The subtle shifts in emphasis could not 
alter the fact that government was anxious 
to mollify the fundamentalists. This is most 
strikingly revealed in the haste with which 
the legislation was enacted. The opinion of 
the law ministry was ignored. The legal 
adviser to the law ministry had categorically 
stated that the Supreme Court had correctly 
interpreted the law. The law secretary’s 
advice was even more emphatic: the bill to 
amend sections 125 and 127 of the CrPC 
should be opposed."'’ Assurance given by 
the prime minister of holding wide-ranging 
consultations were not honoured. Equally, 
the promise to bring out a background paper 
on Muslim Personal Law was not fulfilled."* 
And the pleading of the opposition parties 
not to hustle through the bill was ignored. 
What is worse the groundswell of opposi¬ 
tion within the ruling party was stifled by 
a government whip in parliament. 


V 

It is undeniable that the government erred 
in accepting the demand for a legislation of 
questionable constitutionality one which 
discriminates against Muslim women in rela¬ 
tion to other women. Moreover, the bill 
revealed a major flaw in the pluralist theory 
of secularism, which functions, in practice, 
as multi-theocratic secularism or state pro¬ 
tection of all religions and priority of 
religious seniiment over ail other considera¬ 
tions. Finally, it is unfruitful to interpret the 
events connected with the enactment of the 
Muslim Women Bill as a simple expression 
of so-called Muslim feelings. Many Muslims 
supported the ulema’s interpretation of the 
situation; many others did not, because their 
understanding of the situation did not 
conflict with their interests or understanding 
of cultural identity. 

Events discussed in this paper suggest that 
there was no cohesive articulation ot a 
Muslim identity; in fact, the construction of 
Muslim identity has remained, as always, a 
product of specific political processes. An 
explanation of the success of certain move¬ 
ments in articulating a minority identity 
should, therefore, take into account the 
changes in the political arena, where greater 
attention is being given to the accommoda¬ 
tion of the ’Hindu interests’ to be counter¬ 
balanced by recognising the religio-cultural 
identity of the minorities. 
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DISCUSSION 


Social Forestry and Eucalyptus 

S Shyam Sunder 
S Parameawarappa 


WE had tried to answer in our article ‘Social 
Rsrestry in Karnataka’ (November 21,1987) the 
diverse charges that are foisted on social 
forestry, including those covering poor vs rich 
and rural needs vs requirements of industry. As 
reiteration would make no difference to those 
whose minds are made up, we would not like 
to touch upon these issues again. The other 
issues concerning Karnataka, brought out in the 
article of S R Ramaswamy (‘Social Costs of 
Social Forestry' June 25, 1988) deal with 
(1) forests missing from reserve forests, (2) the 
forest department of Karnataka being the single 
largest beneficiary of the programme, and 
(3) the charge of promotion of eucalyptus for 
favouring industries. 

In Karnataka we still have some of the best 
forests in the tropical world. In the Western 
Ghat belt, around 30 per cent of the land area 
consists of reserve forests and these include 
superb tropical evergreens and rich moist 
deciduous forests. Together they cover over 1.16 
million hectares with a standing biomass of 160 
million M*. The value, even merely in terms of 
timber, of these forests is over Rs 35,000 crore. 
As the critics who see no forests in their horizon 
may not accept our word, the proof we can of¬ 
fer is the vegetation maps prepared by the 
French Institute at Pondicherry based on 
satellite imageries collected at Toulouse, France. 

Ramaswamy has charged that the forest 
department has created 4,192 new positions 
under the social forestry programme at a cost 
of Rs 20 crore out of a total outlay of Rs 55.23 
crore (for five years). He has lamented that 865 
vehicles have been purchased for distributing 
free seedlings and, between these two figures, 
concluded that the forest department is the 
single largest beneficiary of the social forestry 
programme. Unverified figures lead to chaotic 
conclusions. The outlay on staff provided in 
the projea is Rs 8.32 eiore and not Rs 20 crore. 
It provides for 4,661 staff positions, but with 
the postings limited to the minimum require¬ 
ments, only 2,814 have been filled up. Of these, 
1,250 are motivators, men and women of all 
ages, from the villages, on an honorarium of 
Rs 250 per month. As for the 865 vehicles for 
transporting seedlings for distribution to 
farmers, this number includes 600 cycles and 
150 motorcycles! Not very convenient for 
transporting seedlings! As against this provi¬ 
sion, the procurement so far is 99. The forest 
department of Karruitaka can certainly manage 
to survive without these additions. 

The additional staff appointed and the 
vehicles purchased also attend to works taken 
up under NREP, RJLEGP and DPAP program¬ 
mes with a larger budget than that provided 
under the social forestry project. 

Then, there is the malicious charge that 
eucalyptus, an obnoxious species, is propagated 
in the departmental plantations and through 
the farm forestry sector to favour industries. 
In Karnataka all fingers point to Harihar 
Polyfibers. 


Eucalyptus from all departmental plantations 
raised since 1974 (not just what is raised under 
the social forestry sector on government land) 
is earmarked for supply to people at 60 per cent 
of the rate charged to industries. Our ardent 
wish is that this simple fact is absorbed by the 
critics. Coming to the farm forestry sector, the 
total deficit faced by all the pulp-based in¬ 
dustries in Karnataka is about 2.5 lakh,tonnes 
per annum. At a nominal outturn of 30 ton¬ 
nes per hectare on a cycle of seven years, an¬ 
nual felling area required is about 8,000 hec¬ 
tares in the farm forestry sector to meet this 
need. In other words, a total extent of 56,(X)0 
hectares or say 60,000 hectares would satisfy 
the deficit faced by the industries. In the 
drought-prone zone, with over 7 million hec¬ 
tares under rainfed agriculture, this area is less 
than I per cent. If a larger extent has been con¬ 
verted as constantly alleged, it cannot be for 
industry. This is exactly what we have been pro¬ 
jecting all along—that the aim of farm forestry 
IS not meeting the needs of industry, which 
would even otherwise be met from mango, 
honge or jamun trees as in the years prior to 
the social forestry programme, but to make up 
the deficit of over 5-6 million tonnes of 
firewood and timber faced by the state. 

Harihar Polyfibers has been pointed to by 
all critics of eucalyptus as a Bakasura with an 
insatiable hunger. By world standards, with its 
installed capacity of 62,000 tonnes, it is less 
than a pygmy. It is repeatedly charged that the 
government is supporting this industry. What 
has been done in reality is to revoke the cotn- 
mitment enjoined in the earlier agreement to 
supply 1.90 lakh tonnes so that the departmen¬ 
tal supply is now around only 30,000 tonnes. 
We recover presently Rs 490 per tonneiagainst 
the original commitment to supply at Rs 24 per 
tonne. Do these figures suggest favouritism? 
But unless a wicked Goliath is projected how 
can eucalyptus be painted black? The area 
under cereal crops has been converted to tobac¬ 
co but not a whisper has been heard. In 
Karnataka the curing of tobacco presently con¬ 
sumes around 2 lakh tonnes of firewood, 
mostly from goveriunent lands, including road¬ 
side trees. 

Why this tirade against eucalyptus by foisting 
figures and twisting facts without any scientific 
basis? The attempt seems to be to erase the 
species from the face of the country, nay, from 
the entire tropical world—as the vilification of 
the species is as forceful in Bangladesh, 
Thailand, Indonesia and the entire tropical 
African belt as it is in India and commenced 
more or less at the same time. 

The paper and pulp industry has been tradi¬ 
tionally based in the temperate region, depen¬ 
ding on the comparatively slow growing con¬ 
ifers. The cost of production of wood to yield 
one tonne of pulp in this zone averages 5 100. 
A private company in Brazil, availing of 
degraded savanna land, with scientific inputs, 
has proved through eucalyptus that this cost 


can be brought down to S 50 in the tropical 
zone. This is not a glass house experiment but 
the working result in a factory whote installed 
capacity of 4,00,000 tonnes, is now being 
increased to 8,40,000 tonnes. This was when the 


NOTICE 

It It hereby notified for the mformetion o( the 
Public that Relttnce Induttrlet Limited propote 
to make an application to the Central 
Qovernment in the Department of Company 
Affairt. New Delhi under aub*sectlon (2) of 
Section 22 of the Monopoiiei and Reetrictive 
Trade Practice* Act IMS. tor approval to the 
eetabliihment of a new undertaklng/unil/ 
diviaion Brief particular* of the proposal are a* 
under — 

1 Name & address of the Applicant Reliance 
Industrie* Limited, Maker Chambers IV. 
3rd floor Nariman Point, Bombay 400021 

2 Capital Structure of the applicant 
organisation Authorised Capital Rs 2,500 
Million Issued A Subscribed Rs 1.579 Million 

3 Management Structure ot the Applicant 

Organisatitm indicating the names of the 
Directors including the Managmg/Whole Time 
Directors A Manager, If any Relianre Industries 
Limited a body corporate managed by the 
Board of Directors consisting of (e) Shn 
Ohirubhai H Ambani, S Msnagmg 

Dtnctor (b) Shn Remntkial H Ambani Jwnt 
Managing Director (c) Shn K Qopal Rao, 
DtrBCtorifi) Shn J R Shah, Dir9Ctor[t) Shn M L 
Bhakia, Director (If Shn T Ramesh U Pai. 
Diraclor (g) Shn V V Divecha, (Nominee 
Director of fnaustriet Credit A investment 
Corporation of India) (h) Shn B D Shah. 
Nominee Director. GtC (1) Shn N H Ambani. 
Executive Director (j) Shn M D Ambani. 
fxecuhve Director (k) Shn A D Ambani, 
Executive Director (I) Shn Nikhil R Meswani. 
Executive Director 

4 Indicate whether the proposal relates to the 
establishment of a new undertaking or a new 
unlt/diviaion New Undertaking 

5 LojBllon of the new undertaking division/ 
unit Bherucn District of Qujarat Stale or any 
other location on West Coast 

6 Capital Structure of the proposed 
undertaking The proposed undertaking will be a 
unit ot the applicant organisation 

7 In case the proposal relates to the 
produclion/siorage. supply. distribution, 
marketing oi control Ot any goods, articles 
indicate (i) Name ol the goods/articfes 
Processing of 2miilion tonnes of Residual Crude 
Oil (Lube bearing) to produce (ii) Proposed 
Licenced Capacity - Capacity TPA—a) High 
ViscoCity lube Oil (Bright stock) 100,000 

b) Transformer Oil Base stock 50,000 

c) ISO Neutral Base stock HVI 25.000 

d) 500-Neutral HVI Basa stock 190.000 
«) 1300 Neutral HVI Base stock 35,000 

f) Carbon Black Feed slock 425 000 

g) Asphalt*-Paving Orada 560,000 h) Light 
Distillates tor light Oieset 011 460.000 ■) Slack 
Wax 35,000 (in) Estimated Annual Turnover 
Rs 5.260 Million 

8 In case the proposal relates to the provision ol 
any service, stale the vulume of activity in terms 
of usual measures such as value income, 
turnover etc Not Applicable 

6 Cost of the Project Rs 8,200 Million 

10 Scheme of Finance indicating the amounts to 
be rsised from each source i) Equity 
Cspital/Internai Cash Accruals—Rs 1660 
Million M) Foreign Exchange loans—Rs 1640 
Million III) Debentures/Loans from Financial 
Instituiions/NCD—Rs 4700 Million 
Any person interested m the matter may make a 
raprasentation in quadruplicate to the 
Secretary Department ol Company Affairs, 
Quvarnmant of India, Shastri Bhavan, New 
Oalhi. within 14 days from the date of pubiication 
of this notice, intimating his views on the 
propose) and indicating the nature of his interest 
therein 

For RELIANCE INDUSTRIES LTD 
VM AMBANI 
(SECRETARY) 

Date 26*12-88 

Ragd Office Maker Chambers IV. 

3rd floor, Nariman Point, 

Bombay 400 021 
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trouble began for eucalyptus all over the 
tropics. 

It would be cheaper lor the country to clo.se 
all the paper and pulp unilstand import these 
comnK^ities at a cost of Rs 2,000 crore per 
annum—if this would remove the poison in the 
minds of the people about eucalyptus We have 
175 million hectares of wasteland. The annual 
loss due to floods and soil erosion is put at 
Rs 10,000 crore. The deficit of firewood and 
timber of around 100 million tonnes is render¬ 
ing more and more areas barren. We have 
limited choice of species for afforestation of 
degraded areas and we just cannot afford to 
discard a genera with over 600 species some of 
which admirably fill the slot. 

Ramaswamy has advised that while there 
should be no funher extension of .social forestry 
during the balance period of the existing pro¬ 
gramme, its implementation should be through 
the rural development department and not 
through the forest department. On the last we 
have gone one step further Since more than a 
year in Karnataka the social forestry pro¬ 
gramme is being implemented through zilla 
parishads and mandal panchayais Ramaswamy 
should have known this. 

Foresters have been blamed for many things. 
The conditions under which they discharge 
their duties are not well understood. On the one 
side, there arc the increasing social rciiuirements 
ranging from cooking fuel to more modern uses 
from the forests; on the other hand, there is 
pressure from various angles lor diversion oi 
forest land for developmental and subsistence 
activities Foresters, parliculaily in the develop¬ 
ing countries, have been caught in this 
whiilpool lor a very long lime and there does 
not appear to be a solution in the near future 
Ihe common man living in the villages 
perceives the forest as another gift of god like 
sunshine and water and to avail of this resource 
for his survival appears to him to be a normal 
in.stincl. This has made the job of foresters ex¬ 
tremely difficult. I-veil today over 80 per cent 
of ihe wsiod produced in our country is con¬ 
sumed as firewood and nearls 7(1 per cent of 
our rural energy comes fiom Ihc wood source 
Considering th.il 411 pei cent of our population 
lives below the poverty line, in a majority ol 
the rural areas one can only imagine the 
pressures that the pooi economy of the coun¬ 
try exerts on forests. 

Lack of a clear understanding of this situa¬ 
tion has often led many a well meaning citizen 
to become hypcr-criiical about Ihe role of the 
forester, both in the protection ol the existing 
forest and in deseloping new loresi frontiers. 
It is almost a decade now that we have been 
hearing the clamour ol ensironmental conser¬ 
vation by various related groups; it we really 
got down to es'aluate their achievements we 
would find that the clarion calls have hit the 
headlines in the media but the real situation has 
remained unaffected by them Let us not forget 
that a tree grown is a tree saved and as long 
as It keeps happening within a limited manner 
it is to be welcomed 

The forester has no bias foi eucalyptus 
However, his understanding is that if usufruct, 
fodder and mulch yielding trees arc to be 
prevented from being felled for fuel and if what 
remains of the natural tree cover in the coun¬ 
try i‘ to be saved, we have to go in for short 
rotation tree crops on a large scale in tret-less 
denuded arras. - 


tSSAR INVHSTMKNTS LIMITED 
FORM IIA 
See Rule 4A(1) 

l■■o^IIl III (iencral notice to be jtiven to the members ol the public before 
mukiiiR an application to the Central (iovernment under sub-section (2) 
of Section 22 of the Monopolies and Restriciixe Trade Pnictices Act I9fi9 

NOTICE 


It IS hereby notified for the information of the public that ESSAR 
INVESTMENTS LTD proposes to make an application to the Central 
(iovernment in the Department of Company Affairs. New Delhi under 
sub-section (2) of Section 22 of the Monopolies and Restrictive Trade Prac¬ 
tices Act, 1969 for approval of the establishment of a new under- 
taking/unit/division Brief particulars of the proposal are as under. 


1 Name & address of the applicant- ESSAR INVESTMENTS LIMITED. H2. 
Maker Chambers IV, Nariman Point, Bombay 4()0 021 2 Capital struc¬ 

ture of the applicant (as at 1 12 19HH) Authorised ('apital (Rs in 
lacs)—20.00,000 Equity shares of Rs 10 each—200 00. Issued, subscribed 
Ri fully paid up t ,00,000 Equity shares of Rs 10 each—-tO 00 
5 Management structure of the applicant organisation indicating the 
names ol the Directors, including Managmg/Vt hole-time Directors and 
Managers, il any The company is managed by the Board of Directors 
The names ol the Directors of the C.ompany are as follows i) Shri Kavikant 
Rtiia, ii) Shri Shashikant Riiia, iii) Smt (- K Ruia, iv) Smt Manju Ruia, 
Manager—Shri M K Srimvasan i Indicate whether the proposal relates 
to the establishment of a new undertaking or a new unit/division Yes, 
tile proposal relates to the establishment of a new undertaking for 
manufacture of chlorine for captive consumption in PVC S Location 
of the new undertaking/unit/division Village. Auraiya, Distt: Etawah. State 
I'P 6 Capital structure of the proposed undertaking Authorised, 
subscribed and paid up capital of Rs. 2,‘5()0 lacs comprising of 2‘S0,0(),()()() 
Equity shares of Rs 10 each In case the proposal relates to the pro¬ 
duction, storage, supply, distribution, marketing or control of any 
goods/articles i) Names of good.s/articles Chlorine and Caustic Soda li) 
I'roposcd licensed capacity "’O.OOO toiis/yr & 90,000 tons/yr, iii) Estimated 
annual turnover. Rs 6100 lacs 8 In case the proposal relates to the 
provision of any service, state the volume of activity in terms of usual 
measures such as value, income, turnover etc : Not applicable. 9 Cost 
of Project Rs "’.SOOlacs 10 .Scheme of finance, including the amounts 
to be raised from each source (Rs in lacs) Equity (including internal 
accruals and public issue) 2S00 00, Borrowings from Financial Institu¬ 
tions SOOO 00, Icital. ■’SOO 00 Any person interested in the matter may 
make a repre.senution in quadruplicate to the Secretary, Dept of Company 
Affairs. Govt of India, Sha.stri Bhavan, New Delhi, within 14 days from 
the date of publication ol this notice, intimating his views on the pro¬ 
posal and indicating the nature of hts interest therein 


For ESSAR INVESTMENTS LIMITED, 

Dated this 1st day of December 1988 
Registered Office 
142 Maker Chambers IV 
Nariman Point 
Bombay -lOO 021 


P N KRISHNAN 
COMPANY SECRETARY 
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Why import when you can 
get them right here? 



ICs for Colour TVs from Bharat Electronics. 


Good news for Colour TV manufacturers! 
Bharat Electronics offers a proven range of ICs 
here in India - saving you foreign exchange and 
a lot of bother. 

Moreover, Bharat Electronics also offers you 
fully proven CTV designs incorporating its ICs, 
discretes and other highly reliable and readily 
available components. At very competitive 
prices. 

ICs and other semi-conductors from Bharat 
Electronics are available through a countrywide 
network of sales outlets. Application engineers 


from Bharat Electronics are always available to 
solve your design problems. 

When you want to build in quality in your 
Colour TVs, do it with Bharat Electronics 
Components. 
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over an 
old leaf 


The tendu leaf, used in the n.aking of 
beediSy is collected by tribal and other 
communities in Madhya Pradesh. The 
State accounts for 65% of the nation's 
total odllection. 


Over a million gatherers have been 
involved in die activity. For 
generations, private contractors have 
been in control, most often resorting to 
exploitation. 


I 

The elimiiuition of middlemen and dte 
formation of cooperatives, with 
gatherers as members, can now change 
die situation. 


For the tribal communities who had 
been marginalised and forced to be 
dependant, this decision can become 
an instrument of their primacy over 


forests. 
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LETTERS TO EDITOR 


Case of Dr Bal: 

The Larger Issues 

IN your December 24-31, 1988 issue a cor¬ 
respondent has written about the summary 
dismissal of Dr Arun Bat from his post at 
the Dhanvantary Hospital in Bombay. Dr 
Bal’s case has already been reported in the 
press. Its reporting in EPW is a welcome 
development which makes it possible to 
highlight the wider significance of the case 
to a discerning community. 

While it is for the medical profession to 
comment on Dr Bal’s competence as a 
surgeon, as a co-resident of Dr Bal in a hous¬ 
ing society in Bombay, I would like to draw 
the attention of your readers to his concern 
for the poor and the needy and his social 
commitment in general. For five years from 
1981 Dr Bal worked in the Yusuf Meherali 
Centre's rural development project at Ihra, 
a village some 60 kilometres from Bombay, 
visiting the village thrice a week. (He was 
joint secretary of the project during 
1982-83.) This involved commuting by state 
transport bus and often walking over hills 
and dales to reach remote places and per¬ 
forming operations by candle-light. Even 
now he goes to Dapoli, a taluka place in 
Konkan, once a month and operates at a 
nursing home, thereby supplementing the 
medical services available in the area away 
from the metropolitan centre. 

Dr Bal’s readiness to offer medical 
assistance to the residents of the housing 
society in any emergency—be it a rocker¬ 
pushing toddler tumbling and suffering an 
abrasion or an adult suddenly taking 
seriously ill—has always been ‘beyond the 
call of duty’. I am sure 1 am expressing the 
opinion of many in the society when 1 say 
that Dr Bal shows exceptionally high stan¬ 
dard of professional ethics which is increas¬ 
ingly becoming rare in the crass materialist 
world of today. 

Dr Bal's dismissal is not, however, just a 
personal problem of a doctor in his mid¬ 
career, nor a matter between the hospital and 
one of its suy^eons as the hospital has 
argued. It raises wider issues which are 
disturbing and should alert those who are 
concerned about the health of ‘civil society’. 
Circumstantial evidence would warrant the 
inference that through his active involvement 
with the campaign for a rational drug policy. 
Dr Bal has roused the ire of certain powei- 
ful lobbies. With his work as general 
secretary of ACASH, which has succeeded 
in securing a ban on some hazardou.s drugs 
and exposing some unethical practices in the 
medical prolcssion, he has trodden on 
dangerous toes. To look for evidence of 
direct links between vested interests and 
Dr Bal’s dismissal is naive because opera¬ 
tions of pressure groups are, by their very 
nature, subtle. A journalist and theatre ar¬ 
tiste who chooses to use the medium of street 
plays to portray his ideas is fatally a-ssaulted; 


an IFS officer who stumbles on some ir¬ 
regularities in respect of emigrants and tries 
to set the house in order receives threaten¬ 
ing telephone calls and his car escapes a 
smash-up on the road; a doctor who dares 
to protect the consumer from hazardous 
drugs gets the sack. 

This makes it all the mote necessary for 
those who are concerned with the crisis of 
contemporary Indian society to raise their 
voice in unison. A stand has to be taken 
against the fiction skilfully sought to be built 
through the commercial media that every¬ 
thing in this slipping land of ours is Tine. 
There are many dimensions to the deepen¬ 
ing crisis in Indian society: the growing con¬ 
sumerism of the minority in sharp contrast 
with the abject poverty of the millions, ram¬ 
pant and increasingly visible corruption, 
decline of moral values in personal and 
public life, the cult of political violence, 
politicisation of crime, etc. An acquisitive 
society which puts a premium on acquisi¬ 
tion, possession and consumption of more 
and more material objects is an essential 
feature of late capitalism and brings in its 
train rampant corruption, operation of 
powerful vested interests and the related 
aspects. 

A cynic might argue that corruption has 
become a way of life all over the world, not 
excluding even the ‘socialist’ countries. Let 
us, however, clear the filth in our courtyard 
lest its polluting effect should cause a com¬ 
plete collapse of social order. If voices of 
protest in particular spheres are not to be 
muted and crusading individuals are not to 
be eliminated or isolated, democratic rights 
need to be preserved through collective 
action. Where human life itself is at stake, 
as in the case of a rational drug policy, such 
collective action can and shduld transcend 
ideological and political lines. 

Kanta Ranadive 

Bombay 

Managements and Workers 

I WISH to clarify some of the points that 
Sarath Chandra Davala has raised in his 
review (December 17, 1988) of my book. 
Such a clarification is ne^ed especially 
because the points pertain to the very inWnt 
and methodology of the work. 

(i) Davala is very right in observing that 
the book does not lay much emphasis on 
giving quantitative data, behavioural or 
otherwise. This was done purposely because, 
it has now been recognised widely that more 
than facts it is the perception of facts which 
moulds relationships. Consequently, it was 
thought worthwhile to explore the percep¬ 
tions of the people in these companies 
through listening to what the members said, 
what stories and myths went around, what 
they proudly claimed to be the distinct 
feature of their company and so on. The 
incidents mentioned at various points were 


described in order to further highlight/ 
substantiate these perceptions. 

Moreover, (his work was primarily 
directed at the practising managers who in¬ 
variably are averse to statistical and 
theoretical analysis. Also, the intention was 
to point out that industrial relations are 
more a matter of the attitude of the manage¬ 
ment than uncontrollable environmental 
factors—a reason which most managers are 
prone to use to avoid investment in industrial 
relations. 

(ii) No one can disagree with Davala that 
industrial relations are volatile and dynamic 
Our experience, however, has been (and it 
is shared by many) that this admission 
among practitioners often becomes an ex¬ 
cuse for reactive actions and avoidance of 
self-reflection rather than an aid to 
understanding. The basic idea behind the 
simple models developed in the work was to 
highlight the fact that despite all complexi¬ 
ty, it is still possible to detect direction, if 
not detail, in industrial relation cultures. 
This allows us to locate ourselves broadly 
in industrial relations and provides broad 
guidelines for action. 

In fact the review made me realise that in¬ 
dustrial relations is an excellent illustration 
of the paradox of analyses. The paradox lies 
in the fact that the more complex the 
phenomenon, the greater the need to 
simplify in order to make it relevant for prac¬ 
tice However, the greater the simplification, 
the less real-like is the picture thht emerges. 
Since we cannot avoid analysis, the choice 
of handicap a researcher makes becomes a 
personal matter. 

(iii) Sociological studies on labour have 
no doubt suggested the compartmentalisa- 
tion in the workers’ lives. However, as far 
as 1 gathered from them, this compartmen- 
talisation refers to their practices and their 
attitude to work and employment-demands 
including those which affect their aujonomy 
and the practices of distancing in social rela¬ 
tionships. Some of the basic value 
orientations—role and goal orientation 
being one of them and leadership models 
another—do not appear in these works to 
have undergone a similar process. In case 
Davala has come across works which reflect 
this change as well, I would like to know the 
references so that 1 may go through them 
and learn further. 

(iv) The names of the companies have not 
been an inhibiting factor for the author 
because initially the manuscript was 
prepared with pseudonyms. As the time gap 
between the data collection and the prepara¬ 
tion of manuscript in some of the cases was 
quite a bit, the manuscript was sent to the 
companies for the updating of the hard'daia. 
After going through the manuscript, most 
of the companies expressed their agreement 
to the disclosure of their identities. Their real 
names were thus incorporated at the last 
minute. 

Pune Abha CHATURVEDt 
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Opposition Politics 


T he politics of the opposition parties continues to 
lurch along its zig-zag course. Just when it ap¬ 
peared that the leaders of Janata Party, Lok Dal and 
Jan Morcha had at last somehow managed to 
manoeuvre their respective organisations to merge to 
form the Janata Dal, the long-promised national cen¬ 
trist party to confront the Congress(I), the two com¬ 
munist parties have chosen to lend respectability to the 
dissident elements from these three parties who have 
opted to stay out of the Dal by joining them in a so- 
called national campaign committee. 

For the moment at any rate it does seem that those 
from the three parties who are opposed to the forma¬ 
tion of the Janata Dal constitute a minority, perhaps 
only a tiny minority, in their respective organisations. 
The most determined opposition has been noticeable 
in the Janata Party, in Karnataka especially, but by the 
week-end it seemed to have been more or less quelled. 
And so V P Singh, who is the Janata Dal president, 
has been emboldened to declare that with the coming 
into being of the Dal the three constituent parties had 
ceased to exist independently. This does not, of course, 
mean that the separate identities of the three parties 
will not continue to assert themselves within the Janata 
Dal and in due time give rise to bickerings and worse. 
A particular cause for anxiety for the leaders of the 
new party must be the obviously disgruntled and stand¬ 
offish posture of the one-time Janata Party president, 
Chandra Shekhar, even though immediately he has 
sought to discourage the dissidents from staying out 
of the Janata Dal. 

The calculations of the two communist parties, of 
the CPI(M) in particular, in throwing their weight 
behind Bahuguna’s initiative in setting up the national 
campaign committee are not quite clear. There is, 
however, no mistaking the whole-heartedness of the 
backing. The meeting in Delhi on this Wednesday was 
attended by the top leaders of the two parties: E M S 
Namboodiripad and H S Surjeet of the CPI(M) and 
Indrajit Gupta and M Farooqi of the CPI. For the 
dissidents who have stayed out of the Janata Dal, an 
important question is the status of their rump parties 
in the National Front, the umbrella organisation of the 
national opposition parties aqd some regional parties 
which had been launched with great fanfare last 
September. N T Rama Rao, chairman of the National 


Front, has now formally declared that these parties 
would have no place in the Front, but the fact that the 
National Front was the major target of attack at the 
meeting of the national campaign committee would 
seem to suggest that there wa» already sufficient in¬ 
dication of the Front’s attitude. So vital gaps were 
di.scovered in the 71-point programme of the Front and 
it was felt necessary to create the campaign committee 
to make good the omissions and launch a campaign 
on national unity, econon.ic self-’reliance and a foreign 
policy of peace, non-alignment and anti-imperialism— 
the elements allegedly most conspicuous by their 
absence from the National Front’s programme. 

However, the two communist parties may have 
discerned other signs to make them uneasy not so much 
with the National Front as with the Janata Dal it.self. 
It is becoming increasingly evident that the driving force 
in the Dal is neither V P Singh, the president, nor Ajit 
Singh, the general secretary, but Devi l,al who is 
designated as chairman of the Dal’s parliamentary 
board. And Devi Lai has never made any secret of hiji 
conviction regarding the necessity and desirability of 
the Janta Dal establishing fraternal links and in due 
course an electoral alliance with the BJP. The CPl(M), 
especially after its 13th Party Congress last month, is 
no doubt finding this somewhat difficult to take in its 
stride. Hence perhaps the warmth of its response to 
Bahuguna’s national campaign committee. The party 
has, however, shied away from describing the seven- 
party committee as a ‘third force’ within the opposi¬ 
tion, to the left of the Janata Dal, just as the BJP may 
be regarded as being to the right of it. Instead it has 
sought to make out that the committee’s purpose is real¬ 
ly to carry on a political campaign in support of a 
broadly left and progressive programme. This is not 
altogether convincing since the addition of the rump 
organisations represented by Bahuguna and Ram Dhan 
does not appreciably add to the capabilities of the two 
communist parties by themselves or of the front of left 
parties consisting in addition of the Forward Bloc and 
the RSP which already exists to conduct a campaign 
in support of such a programme. What is more plausi¬ 
ble is that the formation of the campaign committee 
is expected to enhance the communist parties’ bargain¬ 
ing position when the time comes to move from ‘cam¬ 
paign politics’ to ‘electoral politics’. 
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SCIENCE AND TECHNOLOGY 

What Are the Priorities? 

AT least in the realm of rhetoric Rajiv 
Gandhi continues the tradition of 
Jawaharlal Nehru, of reiterating a com¬ 
mitment to science in an abstract sense. 
The fact that a whole generation of work¬ 
ing scientists in post-colonial India have 
suffered from frustration and demoralisa¬ 
tion does not merit his attention. In keep¬ 
ing with the fondness of Indian manage¬ 
ment experts for finance and marketing, 
the prime minister, addressing the 76th 
siession of the Indian Science Congress at 
Madurai on January 7, talked of big 
allocations to priority sectors at the cost 
of non-priority sectors, given the paucity 
of funds. The technology missions—the 
focal theme of the Congress—where (with 
the exception of the telecom mission) the 
technology component is anyway minimal, 
have inaugurate a ‘new’ management of 
development programmes, one with a 
strong marketing component. At least one 
of the mission-oriented projects, >he 
superconductivity programme, .seems to 
be missionless. As for ‘technology’ 
missions such as that for literacy and im¬ 
munisation, institutional and altitudinal 
change is not yet forthcoming. One 
wonders what are the other priority areas 
of science and technology in which the 
prime minister wants to concentrate finan¬ 
cial allocations—defence, space, atomic 
energy, ocean development? Are not these 
sectors getting the lion’s share of funds 
already? 

While the Science Congress was in pro¬ 
gress at Madurai, at another forum of 
scientists, the 16th annual conference of 
the Indian Association for Radiation Pro¬ 
tection at the Bhabha Atomic Research 
Centre (BARC), Bombay, our brahminical 
science pandits were propounding Upa- 
nishadic doctrines. Not only did the cen¬ 
tral auditorium of the BARC reverberate 
with the traditional recitation of verses 
from the Upanishads, but the speeches of 
P K Iyengar (Director, BARC) and 
A R Gopal Ayengar (former director, bio¬ 
medical group, BARC) disseminated the 
message of the parallels between Upa- 
nishadic doctrines and contemporary 
scientific ones. 

While this jamboree on the Upanishads 
was being enacted by the hierarchy con¬ 
scious scientists at BARC, the report of 
the task force on the recommendations of 
last year’s Indian Science Congress 
blamed the failures of Indian science on 
the bureaucracy. The task force, however, 
refrained from apportioning the blame 
on the burgeoning scientist-turned- 
bureaucrats. The scientist-bureaucracy of 
the Department of Science and Techno¬ 
logy hogs a significant part of the S and 
T expenditure of the central government. 

The director-general of the Council of 
Scientific and Industrial Research. 
A P Mitra, made a plea for doubling the 


total R and D allocation in the next five 
years from the current 1 per cent of GNP. 
Of course, he wanted priority to be given 
to industrial research, presumably at the 
cost of agricultural research since the pro¬ 
portional allocations for defence, space 
and atomic energy cannot be slashed. 
Mitra mouthed the current rhetoric of 
international competitiveness and all that. 
Never mind the fact that employment in 
the factory sector has remained virtually 
stagnant during the eighties. It was 7.8S4 
million in 1980-81 and 7.870 million in 
1984-85, while the amount of fixed capital 
in the factory sector rose rapidly. What 
is happening to the workforce or its 
reserve component in the drive towards 
modernisation and international com¬ 
petitiveness did not bother the director- 
general of CSIR. The average annual 
number of foreign collaborations has 
more than doubled in the eighties over the 
figure of the latter half of the seventies. 
But the government deludes itself that this 
IS merely reflective of a functional and not 
a structural depcndctice. 

GOVERNMENT FINANCES 

Keeping States* 

Share Down 

N K P SALVE, it appears, is a man with 
a mission and the mission would appear 
to be to reduce to the minimum the role 
of the states, notwithstanding what the 
Constitution originally envisaged. He 
knows fully well that finance is the lever 
which can be used most effectively to 
achieve this purpose. Hence the bogey of 
impending financial collapse which Salve 
keeps raising. 

Why does Salve fear a financial col¬ 
lapse? Not because the governments at the 
centre and in the states are raising far too 
much money by way of taxes. Not because 
these governments are raising far too 
much by way of borrowing. Not because 
these governments are thereby crowding 
out the non-government sectors. Not 
because the governments are using the 
moneys they thus raise unwisely or un- 
productively or inefficiently. But because 
the governments are not raising enough 
resources and therefore have to incur enor¬ 
mous budget deficits which, if the present 
trend continues, would, according to 
Salve, eventuate in a deficit of Rs 50,000 
crore at the centre and Rs 12,000 crore in 
the states taken together. 

Of course. Salve chooses, quite deli¬ 
berately perhaps, to be rather vague. Is he 
talking of revenue account deficit or 
overall budgetary deficit? As chariman of 
the Finance Commission it is the former 
he should be particularly concerned with. 
But who knows his commission may well 
have made projections about the overall 
budgetary deficit. If however. Salve has in 
mind only the revenue account deficits, he 
ought to have known that these deficits 


need not result in an overall budgetary 
deficit because governments can always 
resort to borrowing. Perhaps Salve is 
worried about government borrowing on 
a large .scale but then he has to make that 
clear. Is he opposed to large-scale govern¬ 
ment borrowing per se? Or is it that he 
has come to the conclusion that govern¬ 
ments, central or state, do not use moneys 
thus borrowed very productively and that 
therefore servicing of the debt will create 
problems for future governments. 

Vaguenes's suits Salve. His whole pur¬ 
pose in creating alarm about massive 
budget deficits being just round the comer 
is not really to save the country from the 
deficits as such. Ronald Reagan assumed 
office as US president swearing to do 
away with budgetary deficits and he is 
leaving office now, after eight years, with 
the heaviest deficit ever. During his term 
of office the US federal debt soared by an 
amount equivalent to the total debt the 
Reagan administration had inherited eight 
years back. Still Reagan used the deficit 
argument effectively to hold all social 
welfare spending in check while more than 
doubling defence spending. 

Salve is certainly no Reagan but he can 
take a leaf or two from Reagan’s book. 
Salve’s alarm about the deficit is meant 
to ensure that the devolution of funds 
under the Constitution to the states is kept 
to the minimum. He wants to arrest the 
trend so far, limited though it has been, 
for the states’ share of central revenues 
rising every five years. Of course, going 
by the Ninth Finance Commission’s first 
report Salve has other objectives as well, 
like tilting the transfer towards the better- 
off states, but his principal aim is to see 
that the centre is enabled to keep to itself 
as much as possible. Will that stop the 
centre from incurring ever-expanding 
overall deficits is not what bothers Salve. 
Nor, even were he worried, has he the 
powers to do anything about it. But he will 
have done lasting damage to the financial 
position of the states. 

STEEL 

Pre-Budget Price Hike 

PRICES of all categories of steel, in¬ 
cluding extras and pig iron, have been 
raised with effect from January 8. The 
average price increase works out to 8 per 
cent and the net realisable price for the 
main producers has gone up by Rs 477 per 
tonne on the average price estimated at 
Rs 5,937 per tonne before the price hike. 

In addition to the upward revision of 
base prices, the Joint Plants Committee 
(JPC) has increased the contribution 
towards the engineering goods export 
assistance fund (EGEAF) on all items, in¬ 
cluding pig iron, from Rs 100 to Rs 200 
per tonne. The stockyard margins have 
also been revised upward—by Rs 25 per 
tonne to Rs 200 per tonne in the case of 
pig iron and by Rs 50 to Rs 350 for steel. 
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The ‘extra’ elements in respect of sections 
and sizes too have been hiked, the increase 
ranging from Rs 50 to Rs 400 per tonne. 
The overall price rise including the hikes 
in contribution to EGEAF, stockyard 
margins, etc, works out to around 10 per 
cent and not 8 per cent. 

The increase in the base price of iron 
and steel materials ranges from Rs 300 per 
tonne for billets to Rs 1,120 per tonne for 
HR coils. It ranges between Rs 300 and 
Rs 325 per tonne for bars and rods and 
Rs 300*per tonne for angles and channels. 
In the case of plates the increase varies 
from Rs 650 to Rs 750 per tonne. The 
highest increase is in the case of high-value 
railway materials. The prices of wheels 
and axles have been raised by over 
Rs 1,700 per tonne. 

The steel price hike follows the increase 
in coal prices effective from January 1. 
Steel prices were raised only a year ago on 
December 23, 1987 by a hefty 15.6 per 
cent. In addition, there have been small 
increases on specified items during the 
course of last year to compensate pro¬ 
ducers for the upward revision of railway 
freight, changes in the central excise 
classification in the last budget and 
introduction of a balancing import pool 
fund for HR items and pig iron. 

According to the producers, the latest 
price revision is in keeping with the 
government’s policy to compensate the 
integrated steel plants for increase in the 
key input costs. However, the JPC, which 
approved the price hikes, has not given 
any details regarding the increases in dif¬ 
ferent input costs. Hence it is difficult to 
say whether the decision to raise prices 
was prompted only by cost increases or 
by the need to generate additional re¬ 
sources for SAIL’S modernisation pro¬ 
gramme. It is difficult not to see it as part 
of the series of pre-budget hikes in 
administered prices to raise resources 
which have become routine in recent 
years. 

The present price increase is expected 
to net an additional Rs 250 crore for SAIL 
in a full year. During the remaining part 
of the current fiscal year, SAIL will 
benefit to the extent of Rs 60 crore. 

POLITICS 

Warning Signal 

A Correspondent writes: 

THE murderous assault on the CPI(M) 
activist and renowned playwright-actor 
Safdar Hash mi on the outskirts of 
New Delhi by Congress(I) gangsters on 
January 1 casts a gloomy shadow on the 
incoming year. Following so closely on the 
heels of widespread mob fury in the 
coastal districts of Andhra Pradesh which 
burst out in the wake of the murder of a 
Congressd) legislator at Vijayawada, the 
dastardly crime in the vicinity of the 
national capital should serve as a warn¬ 


ing signal to all people committed to 
democratic and civilised norms of poli¬ 
tical conduct. Safdar Hashmi’s tragic end 
has. however, some other dimensions. 
Coming as it does after the week-long 
general strike of industrial workers in and 
around the capital, led by the CITU, the 
gang attack on a street drama squad led 
by Hashmi, which had for its theme ten¬ 
sions in a working class community on the 
eve of a strike, and the murder of Hashmi 
reveal the anger and desperation of the 
local vested interests arid their hangers-on 
and. therefore, in a way the success of the 
strike action in shaking the citadel of reac¬ 
tion. Further, in contrast with the criminal 
background of the Congrcss(l) victim at 
Vijayawada, the heroism and dedication 
of the gifted personality that was Safdar 
Hashmi distinguishes his martyrdom from 
routine crimes. The respect now being 
paid to Hashmi and the indignation 
voiced against the perpetrators and 
patrons of this crime in different pans of 
the country, often cutting across narrow 
political boundary lines, are indications 
of the moral shock that this grim incident 
has administered to all conscientious 
people. 

It is now to be hoped that the roused 
democratic and progressive emotions will 
be assisted to crystallise into purposive 
actions against a repetition of a similar 
crime. For this to really materialise, the 
leading left force, the CPI(M), has to take 
some corrective measures itself, unless of 
course it claims the privilege of double 
standaids. At about the same time when 
the outrage took place in New Delhi’s 
vicinity, a leading activist b,glonging to the 
citizens’ committee formed by some 
CPI(M) dissidents at Panihati, a northern 
suburb of Calcutta, was murdered with as 
much brutality. The police has arrested in 
this connection some CPI(M) supporters 
and two of this party’s cadres have sought 
anticipatory bail from the court. This 
group of dissidents who successfully 
wrested six municipal seats in the elections 
held some months ago in contest with 
both the CPI(M) and the Congress(I) have 
been criticising the former party from a 
left position—its reformist parliamentary 
practice and domination of a local boss 
over the party being the two major issues. 

It is immaterial in this context if the 
CPI(M) considers the dissidents counter¬ 
revolutionary and worse; if the party 
claims democratic rights to propagate its 
views, it cannot deny the same to its 
opponents. 

AFGHANISTAN 

Elusive Formula 

THE last Soviet soldier is due to leave 
Afghanistan in about a month. The 
second round of the high level, direct 
negotiations between the Soviet and the 
representatives of the seven-party alliance 


of Afghan mujahideen based in Pakistan . 
which began on January 6 soon ended in 
a stalemate. There .seems to be a deep 
urgency on the part of Moscow to strike 
an agreement on the basics of the forma¬ 
tion df a broad-based government in 
Kabul before the deadline for Soviet troop 
withdrawal on February 15. The hitch, 
from the Soviet point of view, is that the 
mujahideen have no intention of co¬ 
operating with the Soviet-backed PDPA 
regime. 

The first high-level meeting between the 
Soviet Union and the representatives of 
the seven-party alliance of the mujahideen 
(some of the factions have not yet agreed 
to direct dealings with the Soviets) was 
held at Ihif in Saudi Arabia in early 
December. This was after the Soviets 
ultimately realised that a direct settlement 
between the mujahideens and the PDPA 
regime was not on the cards since the 
former had repeatedly rejected all offers 
of negotiations with the latter. The 
mujahideen had insisted on direct talks 
with the Soviet Union. The Soviets 
initially focused on the question of 
prisoners of war, insisting that political 
peace was a matter for the PDPA govern¬ 
ment and its opponents to negotiate. It is 
probably the deteriorating military/ 
security situation inside Afghanistan and 
the Soviet realisation that the ruling 
PDPA did not enjoy sufficiently wide 
popular support that have prompted 
Moscow to participate in talks in which 
the Kabul regime is not represented. Yet 
Moscow is not ready to accept an interim 
government without the PDPA. 

The US has proposed an interim 
government represented by the resistance 
movement, officials of the Kabul regime 
who are not members of the PDPA and 
prominent 6migr6s. However, an early 
agreement on such a government seems 
unlikely since the n\ujahideen axe opposed 


Revised Subscription Rates 

Due to all round increase in costs, 
in particular the cost of newsprint, we 
tidve been compelled to increase the 
per copy price of EPV/ from Rs S to 
Rs 6 with effect fiom January 1 The 
revised inland subscription rates will 
be as follows and will come mto force 
from February 1, 1989 

Institutions 

One year Rs 325 
Two years Rs 625 
Tfiree years Rs 925 

Individuals 

Six months Rs 140 
One year Rs 250 
Two years Rs 475 
Three years Rs 700 

Concessional Rates (One year) 
Teachers/Researchers Rs 200 
Students Rs 150 
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'* to the participation of members of the 
present Kabul regime. The two sides, the 
* Soviets and the mujahideen, however, 
; agreed at the Taif talks that the latter will 
; not hinder the Soviet withdrawal while the 
> former will remove newly deployed 
weapons and stop bombing mujahideen 
;• positions. Clearly, the mujahideen have 
' sensed Moscow’s urgency and are in the 
process of extracting the maximum 
concessions. 

i Before coming to the Islamabad talks 
that began on January 6, the Soviet first 
deputy foreign minister, Yuli Vorontsov, 
had a meeting with the former Afghan 
. kjng, Zahir Shah, in Rome and then went 
on to Teheran for talks with the resistance 
leaders there. This angered the Islamic 
fundamentalist Hezb-i-lslami led by 


STOCK MARKET 

Behind the Ups and 
Downs, a Firm Uptrend 

THE stock market commenced trading in 
the new year on an apparently depressing 
note in that it staged a further sizeable 
retreat—further, because it had already 
been on the ret teat since about the middle 
of November—under pressure of persistent 
bear selling and tired bull unloading. 
Within just four trading se.ssions, 
January 2 to 6, the Financial Express 
equity price index for Bombay as also the 
all-India index registered a decline of 3.9 
per cent. During the same period the new 
BSE national index (100 shares) moved 
down by 4.8 per cent while the sensitive 
index of 30 volatile scrips registered a 
steeper decline of 6.1 per cent reflecting 
largely the pronounced weakness in 
Reliance which has a high weightage in the 
index, a unit price change causing a 
change of 0.96 in the index. 

Interestingly enough, the heavy selling 
on January 4 was said to reflect the 
market's disappointment over the absence 
of any exciting announcement by the 
union finance minister S B Chavan in his 
speech on January 3 at the time of 
inaugurating the first-ever training insti¬ 
tute set up by the Bombay stock exchange 
and the launching of the BSE national 
index along with the release of the stock 
exchange monthly bulletin. 

The finance minister did refer to the 
“special relevance" of the capital market 
and how the government “had been 
keenly working for the orderly function¬ 
ing and healthy development of the capital 
market through appropriate policy in- 
V itiatives and measures". That despite these 
' reassuring, albeit very general, observa- 
e tions bears should have exploited the 
i speech is a meat(ire of the ingenuity of 
r professional speculators to interpret any 
I event or even non-event to serve their ends, 

r The stock exchange fraternity could not 


Gulabdin Hekmatyar who accused the 
Soviets of trying to create disunity. The 
Soviets, however, may be interested in a 
more broad-based representation of the 
resistance in order to create more political 
space for the PDPA in the interim govern¬ 
ment. The talks in Islamabad made no 
progress with no new suggestions. The 
basic disagreement on the participation of 
the PDPA in the interim government 
remains. 

It seems that without Soviet support the 
PDPA cannot survive (the Soviets have 
reiterated their support for the PDPA, in¬ 
cluding military aid). On the other hand, 
the alliance of the mujahideen is unable 
to establish an administration in Kabul. 
The search for a formula has, therefore, 
to go on. 


possibly be so naive as to expect the 
finance minister to give any clue to the 
fiscal strategy he would be spelling out in 
his February-end budget speech. 

The intangible market sentiment which 
has an important bearing on the day-to- 
day and short-term fluctuations in equity 
prices is itself influenced in no small 
measure by changes in prices. Bears fully 
exploited the deterioration in tradiiig 
sentiment in the wake of the decline in 
prices from the mid-November all-time 
highs._ 

On January 6, the Financial Express 
equity price index for Bombay touched a 
low of 6(y)AT, down 10 per cent from its 
November high of 677.34, and the all- 
India index also was down by 10 per cent 
from 514.16 to 462.73. During the same 
period, the BSE national index registered 
a decline of 10.2 per cent and the BSE sen¬ 
sitive index was down by 13 per cent. 

Deeply concerned over the continuing 
slide in prices and consequerit deteriora¬ 
tion in trading sentiment with possible 
repercussions on the new issue market 
which has of late been showing distinct 
signs of return to buoyancy, the stock 
exchange authorities announced on 
January 6 changes in daily margins 
payable by bulls and bears with a view to 
discouraging aggressive bear selling. 
Effective January 9, the margin payable 
by bears was raised from 10 per cent to 
15 per cent and the margin on bulls 
reduced from 10 pef cent to 5 per cent. 
The number of scrips under margin was 
reduced from 49 to 40. The authorities 
also let it be known that they would be 
collecting margin on ad hoc basis from 
brokers involved in large speculative 
business. 

The market authorities could scarcely 
be accused of having acted in haste. For 
the sharp decline in carryforwwd charges 
and emergence of backwardation charges 
in some scrips at the turn of settlement 
on January 6 left little room for doubt 


that persistent bear selling had rendered 
the market’s technical position very 
vulnerable. Significantly, institutional 
investors also reappeared on the scene to 
lend support to the market. 

The changes in daily margins, marked 
decline in ‘badla’ rates to 18 to 24 per cent 
(annualised basis) from the exorbitant 48 
to 60 per cent a few settlements earlier, 
hike in steel prices and renewed extensive 
institutional support had an electrifying 
effect on the general trading sentiment 
and the market registered one of its 
sharpest single day rises on January 9, 
with equity price indices regaining nearly 
all the ground lost in the preceding week. 

In a single session on January 9, the BSE 
sensitive index rose by 5.3 per cent (33.13 
points), the BSE national index rose by 
4 per cent, the Financial Express index for 
Bombay by 5.7 per cent (34.62 points) and 
the all-India index by 4.9 per cent. Equity 
prices hardened further the next day. 

A proper appraisal of the decline from 
the November high to the January 6 low 
demands that it should be viewed against 
the background of the phenomenal up¬ 
surge the market witnessed in 1988, lifting 
equity prices well beyond their 1986 highs. 
Between March-end and mid-November, 
the Financial Express index for Bombay 
rose by 81.5 per cent and the all-India 
index by 75.6 per cent. The BSE sensitive 
index registered a rise of 84.4 per cent. 

The spectacular rise last year occurred 
in two distinct phases interrupted by a 
strong minor correction lasting some four 
weeks (June 9 to July 5). In the first phase 
(March-end to early June), the Financial 
Express index for Bombay rose by 25.4 per 
cent and the all-India index by 24.6 per 
cent. During the second phase (early July 
to mid-November), the Bombay index rose 
by 55'per cent and the all-India index by 
52.4 per cent. 

In the decline from November high to 
the January 6 low which has been the sub¬ 
ject of a lively debate among market 
observers, the Financial Express Bombay 
index has retraced 28.4 per cent of the rise 
during July-November and 22.5 per cent 
of the total rise la.st year. The correspond¬ 
ing figures for the all-India index are 29.1 
per cent and 23.2 per cent, respectively. 
Important secondary movements general¬ 
ly retrace from one-third to two-thirds or 
more of the ground gained or lost since 
the termination of the last important 
interruption of the established trend. The 
decline the martet witnessed from the 
November high to (he January 6 low is 
very normal in a corrective phase. The 
decline could go farther without posing 
any threat to the primary trend. 

It would be rash to interpret the decline 
from the November high as marking the 
beginning of a new major bear phase The 
corrective phase may or may not have run 
its full course though the smart rally from 
the January low seems quite significant. 

Factors influencing the course of equity 
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prices are many, tangible as well as 
intangible. Even when the balance-sheet 
of bull and bear factors is very carefully 
prepared one cannot be too sure of the 
final outcome. For much depends on one’s 
value judgment of the factors involved. It 
is not possible to quantify the impact of 
different factors. The market price reflects 
not only the differing value opinions of 
many orthodox security appraisers but 
also all the hopes and fears and guesses 
anti moods, rational and irrational, of 
hundreds of potential buyers and sellers. 

The outcome of the elections in Ikmil 
Nadu and uncertainty relating to the 
union budget cannot bo dismissed as of 
little consequence. But the stock market 
might not find it difficult to push its way 
into new high ground in due course on the 
strength of the improved economic pro¬ 
spect and the massive expansion and 
diversification plans of most growth- 
oriented companies. According to the 
Centre for Monitoring Indian Economy, 
the country is poised for a real income 
growth rate of 10 per cent in 1988-89. The 
government is keen on promoting the 
healthy development of the capital market 
which is required to play an increasingly 
important role in mobilising resources for 
the corporate sector. Institutional in¬ 
vestors are flush with funds and they have 
emerged as a major force to reckon with. 
The equity cult is getting stronger and 
gaining more adherents. There are thus 
sound reasons for taking an optimistic 
view of the outlook for equities. The 
market will, of course, continue to have 
its normal ups and downs. 

COAL 

Prices Chasing Costs 

THE union government has hiked coal 
prices by Rs 30 per tonne with effect from 
January 1, taking the weighted average 
price of coal charged by Coal India (CIL) 
to Rs 249 per tonne from Rs 219 per 
tonne. The price rise thus works out to 
13.7 per cent. Soft coke used for domestic 
purposes and hard coke used in kilns have 
been exempted from the price hike, osten¬ 
sibly to soften the impact on the common 
man. 

Coal prices were last raised on 
December 23, 1987 when the weighted 
average price of coal charged by CIL was 
increased from Rs 190 per tonne to Rs 219 
per tonne. With the latest price hike, the 
total increase in the coal price since 
1985-86 works out to 18.6 per cent. 

The official press release says that the 
increase in price has been necessitated by 
increases in the costs of various inputs and 
rise in the wages of worker' by way of 
variable dearness allowance and that the 
increase has been permitted on the basis 
of the recommendations of the Bureau of 
Industrial Costs and Prices (BICP). In 
1987-88 the production cost of CIL was 


estimated at Rs 225.12 per tonne as 
against Rs 219.17 per tonne in the pre¬ 
ceding year. The current cost estimate is 
nearly Rs 240 per tonne. 

The additional earnings by CIL on ac¬ 
count of the price hike during the remain¬ 
ing three months of the current fiscal year 
are estimated at Rs 125 to 150 crore. In 
a full year, the additional revenue to CIL 
would be around Rs 450 crore. As a result, 
CIL hopes to end the year 1988-89 with 
a somewhat better financial performance. 
In 1987-88, it had incurred a loss of 
Rs 220 crore. The accumulated losses of 
CIL are put at Rs 21,300 crore. 

Frequent price hikes have not helped 
the CIL to turn the corner as costs keep 
overtaking price because of inefficient 
functioning, poor capacity utilisation and 
low productivity. It is customary for CIL 
to point to its labour force of 6.74 lakh 
and to the fact that wages account for 50 
per cent of its total production costs. In 
many mines, it is further alleged, wages 
exceed actual sales realisation. But it is a 
fact also that machinery utilisation is very 
poor. Nearly 50 per cent of CIL dumpers 
remain idle at any point of time owing to 
non-availability of spares. CIL’s recently 
appointed chairman, M P Narayanan, 
has gone on record as saying that even a 
one per cent increase in equipment utilisa¬ 
tion will improve the coal sector’s finances 
by Rs 15 crore. 

Evidently, the solution to the ills of CIL 
does not lie in ficquent price hikes but in 
effective cost reduction measures. Soviet 
experts have recently worked out an effec¬ 
tive model for reducing CIL’s cost of pro¬ 
duction by as much as Rs 70 per tonne 
by using new technologies and elimination 
of certain-expenditures. 

As in the past, the latest coal price hike 
will have a considerable inflationary im¬ 
pact on the economy notwithstanding the 
claim of the government that it will have 
only a marginal impact on the wholesale 
price index. In particular, the impact on 
industrial sectors using coal such as steel, 
power, cement, railways, paper, etc, will 
be considerable. The Associated Chambers 
of Commerce and Industry has estimated 
that in a full year the additional cost to 
all the users put together could be around 

Rs 500 crore. 

• 

Unfortunately, pre-budget price in¬ 
creases of this nature have become routine 
in recent years on the plea that input costs 
and wages have gone up. The present coal 
price hike has been generally .seen as part 
of an effort by the government to raise ad¬ 
ditional resources to reduce the budget 
deficit which is estimated at around 
Rs 7,500 crore for 1988-89. It comes close 
on the heels of hikes in the prices of levy 
sugar and milk. On December 30, the 
government has also announced a steep 
hike in the postal Uriff on both surface 
and air parcels. 


TWENTY YEARS AGO 

EPW, Annual Number, January 1969 

Priorities are no longer—if they e\er 
were—meaningful in terms of agriculture 
vs industry, major vs minor irrigation, 
capital goods vs consumer goods or a few 
commodities like steel, cement and fertiliser; 
they have to be interpreted with reference 
to demand and time as different possible 
combinations of investments over a broad 
spectrum. Neither demand (not even for im¬ 
ports and agricultural commodities) nor 
foreign aid (from cither bloc) can be taken 
for granted. Foreign aid has to be substi¬ 
tuted by domestic finances and skills. 
Sustenance of the export drive would re¬ 
quire, it IS generally conceded, that exports 
be more profitablf than the domestic 
market; this precondition has been fulfilled 
for the time being by subsidies and the 
recession; as the recession lifts and growth 
is resumed the market opportunities at 
home and abroad would be competitive 
and, what is not generally foreseen at pre¬ 
sent, complementary too because no in¬ 
dustry can be internationally competitive 
without a strong home base... It would be 
suicidal, especially for the private sector 
edging up to the boom confidently pre¬ 
dicted by Its foremost spokesman, to believe 
that all these tasks can be fulfilled if govern¬ 
ment IS ‘realistic’ enough to do away with 
all controls (except those on imports and 
competitors, if you please) and to trim its 
future expenditure (except that on subsidies, 
of course). If government is going to have 
to wail for agricultural prosperity to trickle 
into IIS revenues through the sale of in¬ 
dustrial goods to farmers, bulk government 
orders on private busme.ss will be .scarce and 
idle capacity in the public sector will 
become a severe drag on the expected boom. 
• • « 

But what about the parties which osten¬ 
sibly stand for revolutionary changes in the 
structure of society? On what do they base 
their new-found enthusiasm for the electoral 
process? Obviously, their techniques for 
garnering voles cannot be very different. 
They have to make the same soft promises. 
Among the “alternative policies” for the 
Fourth Plan put out by the recent con¬ 
ference in IVivandrum organised at E M S 
Namboodiripad’s personal initiative, what 
stand out are demands for need-based 
wages, for non-contributory social security 
schemes, for massive programmes of in¬ 
dustrial housing, and so on... The com¬ 
munist parties cannot pretend that their 
populist slogans are only a tactic, for neither 
CPI nor CPI(M) has worked out a course 
ol action, either in the narrow sense of a 
governmental programme or a larger 
political strategy, which they will pursue if 
thc7 arc voted into office, as the united front 
they lead in West Bengal might well be. 
Instead, enormous semantic casuistry has 
been expended on who is and who is not 
acceptable as electoral ally, with predictable 
farcical results—in Kerala Muslim I-eague 
IS acceptable and even a ‘progressive force’, 
but not Jan Sangh in UP, though in Punjab 
Jan Sangh is tolerable provided it agrees to 
a “minimum programme"! 
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COMPATVIES 


MANGALORE CHEMICALS 

Poor Performance 

MANGALORE CHEMICALS AND 
PERTH ISERS has applied to the central 
government for issuance of letters of in¬ 
tent for manufacture of styrene butadiene 
rubber. HDPE/Ll.DPE, LDPE and poly¬ 
propylene. The government has directed 
the company to obtain firmer tie-ups for 
the raw materials. The company is in 
touch with Mangalore Refinery to get 
such commitments. Initial production will 
be based on imported raw material and 
the facilities will later switch over to 
products from the proposed Mangalore 
Refinery. 

The original DAP plant did not meet 
with the performance guarantees. Hence 
the plant suppliers provided the company 
free of cost a new DAP plant based on 
conventional technology. The company is 
now making strenuous efforts to revamp 
the original plant. PDIL, Sindri, was com¬ 
missioned to prepare a techno-economic 
feasibility report for revamping the 
original plant. The report has been receiv¬ 
ed and action is being taken. The com¬ 
pany will approach IDBI in due course for 
financial assistance in implementing the 


revamping of the original DAP plant. The 
company has also initiated action for 
revamping the esisting ammonia and urea 
plants with a view to increasing their pro¬ 
duction capacity. A study of the 
Ammonia Plant was entrusted to Uhde, 
who has completed its assignment. Its 
reports is under examination. Similails, 
Stamicarboii of Netherlands, on whose 
process licence and know-how the com¬ 
pany's urea plant is designed, has submit¬ 
ted its repoit on the proposed revamping 
of the plant and the same is being studied. 
The investment required for implementing 
the revamping project is esiimated at ap¬ 
proximately Rs 50 crore. The company 
will approach IDBI for financial assis¬ 
tance for implementing this project. 

The company has embarked upon a 
.scheme to create 100 million gallon 
capacity reservoir for storing water, so 
that in the drier months, the plant can be 
operated without interruption. The 
estimated cost of this project is Rs 1.65 
crore. The geo-technical investigation has 
been completed. The company has ap¬ 
proached IDBI for financial assistance foi 
this scheme. In respect of the project for 
recoveiy of heat from the flue gases tiom 
the captive power plant, waste heat 
recovery boilers have been installed. 


The Week’s Companies (Rs Lakh) 



Mangalore Chemicals 

ISP 

West Coast 


I.atesi Year Last Year** 
31 3.-88 • 31-12-86 

Latest Year 

30-6-88 

Last Year 
30-6-87 

Latest Year 
30-6-88 

Last Year 

30-6-87 

Paid-up Capital 

1545 

1545 

620 

500 

410 

410 

Reserves 

1237 

1387 

15 

— 

415 

707 

Borrowings 

21798 

15794 

1660 

1074 

1005 

1175 

of which Ifcrm Borrowings 

5944 

5194 

1053 

922 

119 

167 

Gross, Hxed assets 

14223 

13666 

1335 

1160 

3528 

3527 

Net fixed assets 

8808 

7698 

1204 

1096 

821 

945 

Investments 

— 

— 

13 

13 

54 

55 

Current liabilities 

7722 

.6716 

188 

155 

966 

1050 

Current assets 

2.3406 

17689 

740 

379 

1921 

2343 

Stocks 

13777 

1.3941 

304 

181 

1105 

1622 

Book debts 

1030 

1570 

48 

53 

477 

411 

Net sale.s 

14477 

14189 

362 

297 

6220 

6342 

Other income 

3626 

486 

20 

2 

36 

241 

Raw material costs 

5971 

3484 

144 

144 

1890 

2320 

Wages 

680 

458 

59 

53 

896 

798 

Interest 

1972 

1474 

143 

130 

171 

226 

Gross profit (+ )/loss ( - ) 

1010 

1011 

- 164 

-186 

-167 

-6 

Depreciation provision 

999 

178 

67 

58 

125 

166 

Thx Provision 

2 

— 

— 

— 

— 

— 

Net profit (-i-)/lo.ss(- ) 

9 

833 

-231 

-244 

-292 

-172 

Investment allowance reserve 

— 

30 

— 

— 

— 

— 

Transfer to reserves 

_ 

264 

— 


_ 

_ 

Dividend 

Amount P 

39 

390 

— 

— 

_ 


E 

124 

149 

— 

— 

_ 

_ 

Rate (j>er cent) P 

13 

13 

— 

— 

— 

— 


10 

12 



_ 


Cflivft (times) 

— 

2.97 

— 

— 

— 

— 

^tk>s (per cent) 

woss profit/sales 

6.97 

7.12 

— 

— 


_ 

Net profit/capital employed 

0.32 

28.40 

— 

__ 

a- 

— 

Inventories/sales 

95.16 

98.25 

84.00 

60.94 

17.76 

25.57 

Wsges/sales 

4.60 

3.22 

16.30 

17.84 

14.40 

12.58 


* 15 monthij ** 12 montha 




Orders for equipment are also being 
issued for installing a hydrolyser stripper 
as a mandatory pollution control measure. 

The company has suffered a setback in 
Its performance during the 15 months 
ended March 1988 due to a 72-da> long 
stiike, continuing glut on account of 
adseise market conditions, severe com¬ 
petition and drought conditions in several 
parts of the countiy. This also resulted in 
accumulation of huge stocks with the 
company. Alt hough sales were higher at 
Rs 144.47 crore against Rs 141.89 crore m 
the preceding 12 months as also other in¬ 
come at Rs 36.26 crore against Rs 4.86 
crore, gross profit remained virtually the 
same at Rs 10 10 crore (Rs 10.11 crore), 
reflecting the erosion of profit margins. 
As provision for depreciation was substan¬ 
tially highei, net profit was only Rs 9 lakh 
compared lo Rs 8.33 crore of 1986. The 
directors base lecommcnded a dividend 
of 10 per cent as against 12 per cent paid 
last yeai. The proposed distribution will 
be made out of the past year’s earnings 

LSP 

Export OrdAS^ 

INDIAN SHAVING PRODUCTS (ISP), 
which has been showing adverse working 
results since its inception, appeals to be 
poised lot a significant improvement in 
the current yeai. As a result of recent 
export orders, the company would now be 
producing 180 million blades per annum 
(100 per cent of capacity) as against 84 
million produced in 1987-88 It has .signed 
a large cxpoi t older to the Soviet Union 
and an agreement with Gillette, UK, on 
a .second expoit order worth over Rs 10 
crore foi delivery over the next three to 
five years. This is the largest ever single 
blade export order from India. These 
blades will be exported to Gillette, UK and 
will be sold under its brand name.s. This 
reinforces the claim of the company of 
producing blades which meet Gillette 
International standards of quality. In 
order to strengthen the financial position 
of the company, Gillette has advanced the 
full price of the export order of US $ 7.1 
million. These funds have been received 
and have been used to prepay the long¬ 
term foreign currency loans from financial 
institutions obtained for import of capital 
equipment. The repayment of these loans 
has resulted in a major strengthening of 
the company’s debt-equity ratio which will 
be around 1:1. 

A capital injection of Rs 159 lakh is 
being implemented in Sharpedge, ac¬ 
quired by the company in 1987. Further 
measures are being undertaken to improve 
its operations. Sharpedge is expected to 
show positive results before long. Having 


. 
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received the central government’s permis¬ 
sion to increase Gillette’s equity in ISP to 
40 per cent, an application is being made 
to the controller of capital issues to allot 
these shares. 

The company terminated the distribu¬ 
tion agreement with Lipton India with 
effect from the end of June last. It is set¬ 
ting up its own sales network in India. The 
launch of a series of new products is 
planned for the next year. During 1987-88, 
the company’s sales amounted to Rs 362 
lakh against Rs 297 lakh in the previous 
year and the outcome w'as a trading loss 
of Rs 164 lakh against Rs 186 lakh. After 
depreciation, net loss came to Rs 231 lakh 
(Rs 244 lakh). The accumulated loss car¬ 
ried to the balance sheet amounted to 
Rs 514 lakh. 

WEST COAST PAPER 

Adverse Results 

WEST COAST PAPER MII.I.S has 
reported adverse working results for the 
second year in succession with a bigger 
loss Dividend, paid at 6 per cent two 
years ago, is being again passed over. The 
main reason for this outcome has been 
e.scalation in the cost ol law materials, 
coal, powei, chemicals, railway treight, 
salary/wages contiibuling to a substantial 
increase in the cost of production, which 
could not be ofiset by coinmensuiaie rise 
in the price ol paper due to unfavourable 
and sluggish market conditions. Produc¬ 
tion of paper declined to 68,384 tonnes 
(114 per cent capacity utilisation) from 
75,826 tonnes (126 per cent capacity 
utilisation) for the previous year This was 
mainly attributable to the non-availability 
<if the requited quantity of conventional 
raw material and the prohibitive cost of 
imported raw materials coupled with er¬ 
ratic supply of the coal both in terms of 
quantity and quality. 

.Sale of paper has been 70,059 tonnes 
as against 75,011 tonnes for the previous 
year Sales realisation brought in Rs 62.20 
crore as against Rs 63.42 crore previously 
and resulted in a trading loss of Rs 167 
lakh against Rs 6 lakh. After depreciation, 
net loss amounted to Rs 292 lakh (Rs 172 
lakh). The directors say that the reces¬ 
sionary trend beginning from March 1985 
continued its grip over the paper mat ket 
till February 1988. Thereafter, the demand 
for paper marginally improved, paving the 
way for an upward trend. In line with 
other units in the industry, the company 
revised the sale prices of all varieties of 
paper and paper boards, which partially 
neutralised the increase in the cost of 
production. 

The company is embarking upon a 
modernisation/renovation programme at 
a total cost of about Rs 18 crore. A loan 
application has been submitted to the 
financial institutions and their clearance 
is awaited. 


IN THE CAPITAL MARKET 


Bhilwara Synthetics 

BHILWARA SYNTHETICS is entering 
the capital market with an issue of 
7,02,657 equity shares of Rs 10 each for 
cash ill par. Out of this, !,02,.500 equity 
shares arc reserved for subscription on 
a preferential basis to the ‘employees’. 
The balance 6,00,157 shares arc being of- 
lered to the Indian public. The total issue 
is of 20,50,000 equity shares of Rs 10 
each, out of which 13,47,343 shares are 
being offered to existing shareholders on 
a rights basis in the ratio of one equity 
for each share held. 

The company proposes to manufac¬ 
ture ployster-woollen (PW) blended 
suitings in addition to its present range 
of polyster-viseose (PV) blended fabrics. 
For this It IS setting up facilities for the 
spinning of PW worsted yarn with an in¬ 
stalled capacity of 3,584 spindles at its 
extsting plant sue at Mandpam, Bhilwara 
in Rajasthan. The company has obtained 
a 1.01 from the government for 25,000 
spindles for spinning woollcn/worsted 
blended yarns. The complete machinery 
of the pre-spinning stage is being im¬ 
ported from Schlumberger of France. In 
addition, certain testing equipment is 
being imported from Wira Tschnology of 
UK and a computer system for textile 
design IS being imported from Colour 
Design 1 aboratories of the US. The local 
supplies of machinery are from Star, 
SUM Mancklal, Batfiboi, Textool and 
Padmatex. 

The total project cost is estimated to 
be Rs 950 lakh. The project is proposed 
to be financed as follows—equity share 
capital of Rs 205 lakh, preference share 
capital of Rs 30 lakh, rupee term loans 
of Rs 439 lakh, foreign term loans of 
Rs 141 lakh and cash accruals of Rs 135 
lakh Commercial production is schedul¬ 
ed to commence in November 1989. 

The issue opens on February 1 

N B Footwear 

NB FOOTWEAR, a company promoted 
by A L Prasad of the Nava Bharat group 
is entering the capital market in January 
1989 to raise Rs 60 lakh. The company 
will manufacture leather shoes for casual 
and designer markets 

Nava Bharat is India's second largest 
export house in the private sector. Its cur¬ 
rent turnover is approximately Rs 220 
crore. Of this, around 125 crore comes 
from exports. One of the associate com¬ 
panies is engaged in the production of 
finished leather and has been maxing 
sizeable exports to West Germany since 
1983. 

The factory will be located at 
Cheduvalai, a centrally notified 
backward area near Vellore, in North 
Arcot district of Thmil Nadu. It will have 
a manufacturing capacity of 3,00,000 
pairs per annum. The company will ob¬ 
tain finished leather from the associate 


company and other tanneries taken on 
lease. It has technical assistance from 
Pfaff and Sandt, two West German com¬ 
panies The company will have its owr. 
R and D facilities to keep pace with 
fashions abroad 

The companv proposes to export a 
large proportion of the output. Arrange¬ 
ments have been finalised'for sale of 50 
per cent of the output with a leading 
West German firm Marketing plans are 
also being finalised with companies in 
US and UK. 

The leather industry has been iden¬ 
tified by the government as one of the 
‘thrust sectors’ for export during the 
Seventh Plan period, with footwear being 
the single most important segment. NB 
Footwear will be eligible for total tax 
exemption on export proiits and import 
duty concessions to the tune of 35 per 
cent. 

The capital co.st of the project is 
estimated at Rs 293 lakh. This is being 
financed by an equity capital of Rs 118 
lakh and loan capital of Rs 175 lakh. The 
promoters’ contribution to the equity is 
Rs 58 lakh. The balance of Rs 60 lakh 
is being offered to the public in the form 
of equity shares of Rs 10 each for cash 
at par. Out of the public issue, equity 
worth Rs 5.9 lakh is reserved for 
‘employees’ and Rs 15 lakh for NRls. 
The Indian public is being offered 
Rs .39.10 lakh 

Commercial pioduclion will start by 
March 1989, barring unfortunate 
circumstances. 

The i.ssiie will open on January 12 for 
NRls and on January 18 for the Indian 
public 

Oswal Fats and Oils 

OSWAL FATS AND OILS is entering the 
capital market with an issue of 6,00,0(X) 
14 per cent secured, fully convertible 
debentures ol Rs 120 each lor subscrip¬ 
tion for cash at par. Out of this, 30,000 
debentures are reserved lor preferential 
allotment to ‘employees’. The remaining 
5,70,(KX) debentures are being offered to 
the Indian public. 

This issue of fully convertible deben¬ 
tures of Rs 720 lakh will partly finance 
the extension of the company’s existing 
manufacturing facilities at an estimated 
project cost of Rs 964.75 lakh. Oswal 
Fats IS a company of the OWM group of 
industries promoted by Oswal Woollen 
Mills. The company proposes to expand 
the capacity of its fatty acid unit from 
30 tpd to 100 tpd and to put up a toilet 
soap project with a capacity of 50 tpd. 

The 14 per cent fully convertible 
debentures are convertible into (a) two 
shares of Rs 10 each at a premium of 
Rs 15 per share on allotment and (b) two 
shares of Rs 10 each at a premium of 
Rs 25 per share at the end of 12 months 
from allotment. 

The issue opens on February 1. 
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FROM THE IVORY TOWER 


Of a Different Mould 

Arun Ghosh 


This is the story of a somewhat extraordinary man, a story worth 
narrating, for by and large the daily news and the weekly news we 
read (and sometimes dish out) are quite dull in comparison with 
this real life story. 


“O ihe joy of ihai vast cletnenlal svmpalh) 
which only the human soul is capable 
of geneiating in steady and limitless floods” 
—Walt Whitman, A Sonn of Joys 

IT is easy to get disgusted with life these 
days. Peruse the daily papers in the mor¬ 
ning, and you have headlines shiiekmg at 
you of violence, coriuption, cussedness 
and narrow sectarianism ail around Ven 
lure out during Ihe day, and you cannot 
get on to any public transport, the auto¬ 
rickshaw will disdain your call unless you 
have to travel a long distance—and then 
he will drive as if his house is on fire with 
you clinging to the edge ol your scat try¬ 
ing not to get thrown out. Turn on your 
television set in the evening, and as likely 
as not there is murdur, tape and bestial 
brutality on the screen lor piime-time 
viewing, or .some mindless advertisement 
urging you to ‘save’ money by buying 
something you do not need. Come news¬ 
time, lor Doordarshan it is ‘viewstime’, 
there is little information, but you have 
the benelit of being educated by dilettante 
opinions on all subjects under Ihe sun. 
Meanwhile, your wife has reason to grum¬ 
ble; the prices of bread, butter, eggs, 
vegetables, vegetable oils and pulses are 
shooting up, the domestic help does not 
turn up periodically without warning, the 
school teachei gives youi eight ycai old 
d.augliier enough homework to keep your 
wife busy coaching the child lot four 
hours, when (in many towns) repeated 
powei failures in the evening do not give 
anyone even one complete hoiii to get any 
work done, let alone homcwoik given in 
the school (wheie there is no teaching 
done any longci, despite the high capita¬ 
tion fee and othei e.vtoitionaie demands 
on vour purse). 

In this depicssiiig atmosphere, it is 
reircshing to meet someone of a diflereni 
mould. It is not usual, not even piopci to 
speak or write about someone living; 
somehow, we keep fulsome piaises only 
for ihe obituary column, or for the likes 
of Mothei Teresa Bui when you chance 
to meet some lessei mortal—who is 
unlikeh to read your piece and could not 
care less anyway (if someone weie to tell 
him about this wiiie-up), you could 
perhaps make an esception. You need to 
give expression to your ow n sense of ela¬ 


tion that the world around you is not all 
soididncss. 

Thcie is, miles away from civihs.ation, 
a lepers’ home, some distance away trom 
Salem (in Tamil Nadu). It was started in 
the si.sties by a Cierman lady, a doctor by 
profession, who one day decided to pack 
her bags, leave her home and her (then 
nourishing) medical piactice in the F-RG, 
and settle down in India. She is still there, 
though it IS not of her that I write; she 
never leaves the place, and between the in- 
house patients and those being treated in 
their owm homes, there are more than 
4,(XM) paiients of this “lepers’ home”. She 
IS in the Mothci Teresa mould, though not 
as well known or famous. Her outfit, it 
transpires, receives no financial (or other) 
assistance from eithci the central or the 
state government; the institution does not 
exist in.sofai as the bureaucracy in the 
health department is concerned, though 
understandably, it is under the surveillance 
of the home ministry. As a result, the in¬ 
stitution survives entirely on private chan¬ 
ty, and is frequently short of essential 
drugs required by the patients. But let us 
leave her and her lepers’ home, for 1 have 
little personal information to add to what 
has already been narrated. 

But even such institutitms require an ad¬ 
ministrator, and it is of such a person 
(concerned with the running of this in¬ 
stitution) that 1 write. 

I.£i us leave out his name, that is not 
of any consequence. Foreign born, he has 
made India his home. He speaks excellent 
Tamil and understandably, also English, 
though surprisingly, no Hindi at all. He 
is spending his vacation wandering around 
north India, and has managed somehow 
to travel (by inter-city buses) from one 
place to another, mainly by sign language, 
and also occasionally through the interces¬ 
sion of someone who can speak English. 
(Who says language is a barrier between 
men? Not if you are intrepid enough to 
disregard such barriers.) 

It is when one gets to know his back¬ 
ground that one is struck by this extraor¬ 
dinarily reticent and yet lively person full 
of a .sense of life and its beauty. In 1939, 
as a young man of 18, he set sail from the 
Germany of Adolf Hitler for China for 
a holiday to meet his paren's, his father 


being a missionary in that country. Those 
were the days of the “slow boat to China”: 
and as an impatient young man, after 
about two months in a cargo boat, he 
jumped ship in Bombay, travelled with lit¬ 
tle money in his pocket to Calcutta hitch¬ 
hiking his way across the country, and 
ended up in Peiping (or Peking and now 
Bcjing) four months after he was due. By 
then the second world war was started, 
and as a German, he was not welcome to 
the Chiang Kai Shek government, for 
Chiang was an ally of the Allied powers. 
Advised to leave the country, he travelled 
by tram to Moscow—t^ai was the time 
when there was an alliance between Berlin 
and Moscow—and thence back to Ger¬ 
many (in Munich, where he was a medical 
student). But all young people were being 
conscripted at that point of lime, and he 
was promptly drafted (for the medical .ser¬ 
vices on the front) and in 1942, sent of 
all places, to the Russian front. He spent 
about thiee years moving Irom one aiea 
to the other, retreating most of the time 
with the Get man at my Come 194.*', 
Germans had suriendered, but the local 
units w'ere still in combat at various places. 
As the only Engli.sh speaking person in his 
regiment, he was asked to negotiate the 
surrender terms for his unit with the 
Americans camped on the opposite side 
of a hillock. The formalities ever, he 
(understandably) made not ihe first wrong 
move ol his carcei Instead ol allowing 
himself to be taken as a prisoner of war 
by the U,S army, he and three colleagues 
set off on then own lor Munich. Much 
to his own surprise and delight, he manag¬ 
ed to hitch-hike with the advancing US 
army to Munich, where he thought he 
would resume his medical studies. But, by 
that time, through some quirk of fate, he 
was rounded up and handed over to the 
French authorities; and lo and behold, he 
was kept as a prisoner of wai doing forced 
labour tor three years to restore the 
devastation in France caused by the 
German army. Finally, he got his release 
in 1948, and reiuined u> Munich, penni¬ 
less, having lost nine of his youthful years 
as a result of the wai and its altermath. 

The medical course now seemed to be 
a distant dream, and he had to quickly 
decide as to w hat he should do. But first, 
he had to earn his keep and save enough 
money for his studies. Work he did, at 
every conceivable opening that came up, 
wheiever it came up, ,.iid he saved up so 
as to complete his education. Time-wise 
and funds-wise, he then decided that the 
only career open to him was ‘law’, and he 
took intensive coaching and managed to 
acquire a degree in law in less than a year. 
One has to add that he had got himself 
enrolled earlier, while he was working; in¬ 
terestingly, the requirement of residence 
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and attendance were not mandatory for 
the law degree in Germany. 

So, here he was with a degree in law, 
and that helped him to get into the foreign 
service of the Federal Republic of 
Germany. Our friend entered the world of 
diplomai.s, and after a few inconsequen¬ 
tial postings, he was made the German 
consul in Madras. 

There he remained foi a few years, 
when the lime came for him to he pro¬ 
moted and posted elsewhere. At that time, 
in the early sixties, this German lady doc¬ 
tor decided to leave her medical practice 
and to set up a lepers’ home near Salem 
(with all her own past savings). The 18 
ycai old boy who had jumped ship in 
Bombay in 1939, now decided in 1962 to 
jump the foreign Service of the Federal 
Republic of Germany. He resigned, and 
has been living in a village near Salem ever 
since. (His wife, all credit to her. also 
elected to accept this totally different life.) 

What prompted him lo suddenl / give 
up a nice, comtoriable diplomatic career? 
What restlessness of spirit, what deep urge 
brought him to the interior villages neat 
Salem, to live among lepers? When asked 
as to why he made the switch, the answer 
w'as simple. He did not find his job as a 
diplomat sal is lying; he had always wanted 
to be a doctor, and this was the nearest 
he could evei hope to get, medicating peo¬ 
ple The nine ‘w'asted years’ between 1939 
and 1948 which he spent on the eastern 
front (on the Soviet German boarder) and 
in French labour camps, the hardships, the 
death he faced and the suffering as well 
as the courage he encountered gave him, 
he say.s, a better education than his law 
degree. He has grown to love men, mostly 
through the qualities of comradeship that 
came out under conditions of extreme 
hardship on the battle front. Never really 
having been to college, and remembering 
but little of his school days, his real 
schooling look place in the war. He is still 
wistful of his failure to get a medical 
degree; anyway, he is quite happy living 
in a remote village in Salem, doing .some¬ 
thing useful. 

Drinking watei is a problem where he 
lives; the ration is one bucket of water 
every 24 hours per head. You can drink 
it, or you can wash yourself with it (or 
wash your clothes if you want). You make 
the choice. So, he really enjoys a visit once 
a month to Madras-—u is a ten-hour jeep 
drive each way, self-driven—to get medical 
and other provisions for the colony. He 
then gets the luxury of a hot bath, and 
with a smile he says, you gel to value and 
treasure that bath only when you get it but 
once a month. 

Does a patient ever get fully cured? Oh 
yes, most of them do; but it is a slow pro¬ 
cess and requires patience. Most patients 
with early signs of leprosy get completely 
cured. 

What danger is there of the workers cat¬ 


ching the infection? Well, it is like this. 
You are living in an infected atmosphere, 
but the infection does not come from con¬ 
tact. But a patient snee/es, or coughs, and 
the wet phlegm can give you the infection 
if you are sitting close by the infected per¬ 
son. There arc all kinds of people always 
travelling by bus or by rail, and an infected 
person may be travelling with you, this 
person not even aware that he (or she) has 
incipieni leprosy. (It sometimes takes a few 
years to show.) So, there is this busload 
of persons, and the infected person 
snec/'es. One oi two persons out of the 
busload may get infected, all unknown lo 
themselves. The infection is in the air, bui 
you have your own physical lesisiance and 
may not catch the inlcclion So, he says, 
working in the colony is not necessarily 
likely to make you infected, ii all depends. 
You could also catch the inlection without 
even being a mile near the colony. Of 
course, working in the colony does imply 
that you learn to wash yoiii cloths regular¬ 
ly, within the one bucket ol water pei day 
allowed to you. 

But this IS a morbid subjcci, he wants 
to change it. He is iiaselling aiound, and 
he is keen to meet people fiom diflerent 
parts ol India. He leads a somewhat 
isolated life, in what may be described as 
a somewhat lemote (cn secluded part of 
the country). Diilortunately he does not 
know enough Hindi to converse with peo 
pie. He loves to travel around the coun- 
liy in ordinary bu.ses; that gives him an 
opportunity to see and meet tnore people. 
And he is used to roughing it out. An 
18-hour journey by bus is no problem. He 
is perforce a vegetarian most of the time, 
so the roadside dhabas serving chapatis 
and dal and a vegetable, or dosas and 
idlies in the south, do not present any pro¬ 
blem. He IS in Raja.sthan now, and he is 
on his way back, via Bombay. 

It is a sobering experience for one who 
has generally led a sheltered life to meet 
such a character. Indeed, come to think 
of It, you do not run into many of them 
these days, they are getting to be a rare 
breed. From Germany to China—via 


India, tramping and hitch-hiking across 
the country—-as a youth; asked to leave 
China as soon as he gets there, and so 
back to Munich via Moscow by rail; 
catapulted into a war not of his making— 
It nevei is for the soldier—and the end of 
his dream ol studying to be a doctor; 
made a prisoner of war three days after 
the armistice (!) and made lo serve hard 
labour for three years thereafter; working 
hard to educate himself somehow and get¬ 
ting to be a diplomat; and then chucking 
diplomacy for a life in a lepers’ colony 
neai Salem, Tamil Nadu; what an unusual, 
eventful life it has been 

When asked his age he says he is 58 years 
old; he wants to forget (and to deduct) the 
nine yeats between 1939 and 1948 What 
a passionate fondness for Ii fe as he wants 
to view it and live it! Shying away from the 
easy, comlbi table, somewhai empty life of 
a diplomat, shunning the possibility of 
name and fame in his country’s service, 
choosing anonymity, choosing a vocation 
most would like to avoid—that of minister¬ 
ing lo a category of human beings usually 
avoided by most people, and yet devoid of 
the religious fervoui which had doubtless 
impelled his paients to take up missionary 
woik in China—what is it, what yearning 
of the spirit di ives such men, far away from 
their homes, fai away from their near and 
deal ones? But perhaps, they are able to 
make a much laigei family t)f human 
beings near and dear to them. 

.So, thcie are still some people around 
who aie not particularly bothered by the 
pervading .sordidness one sees around, the 
mounting corruption, the endless slabbing 
in the back ol one colleague by another, 
of the increasing hypocrisy of the political 
and economic leaders of society. As 1 said 
earlier, they are a rare breed today: and 
chancing lo meet such a person is an uplif¬ 
ting experienee, woith sharing with others. 

Thai in brief is the story of a somewhat 
exira-oidinary man, a story I felt was 
worth nariaiing, for by and large, the daily 
news and the weekly views we read (and 
sometimes dish out) are quite dull in com¬ 
parison with this real life story. 


‘Journalism for Human Rights' Award 

The People's Union tor Civil Liberties (PUCL) 'Journalism for Human Rights' award was 
instituted ir, 1981 The eighth award tor the year 1988 comprising of R$ ?0,000, a plaque 
and a citation will be given on March 23, 1989 
We are now inviting entries for the award The entries should reach 
Dr y P Chhibbar, A-11, Pushpanjali, Delhi - 110092 latest by January 21, 1989 
The Journalists who intend to enter the competition should keep in mind that the 
story they submit should concern the human rights situation in India The entry should 
have been published in any newspa,ser, journal, magazine, etc, during 1988 Reports 
published in languages other than English have to be accompanied by a typed English 
translation for the convenience of the jury, specifying the date and name of the purnal/ 
newspaper in which it was published 

While the primary criteria for the entries are the significance of the situation it depicts, 
the facts it uncovers, the courage needed to uncover and pursue the story, the excel¬ 
lence of writing, presentation, the follow-up by the author or the purnal publishing it and 
Its impact, these are supplemented by an assessment of the writer over a longer period. 

y P Chhibbar 
General Secretary, PUCL. 
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NUCLEAR NOTEBOOK 


Changing Climate 

Achin Vanaik 


Benazir Bhutto has reiterated Pakistan’s proposal for a regional 
nuclear test ban. One way of getting round India’s objection to 
the proposal may he to talk in terms of a regional test ban of a 
limited duration which has to be periodically renegotiated. 


BENAZIR BHUTTO alter coming to power 
has reiterated what former Pakistan prime 
minister Mohammed Khan Junejo said in 
autumn 1987. She has proposed to her 
Indian counterpart, Rajiv Gandhi that their 
two countries should go in for a regional lest 
ban. This is a very useful transitional 
measure which should be adopted It is not 
a proposal for denuclearisation or disarma¬ 
ment. But it will set a cap very early on the 
possibility of a dangerously escalating arms 
race. 

India and Pakistan can both make reliable 
low-technology or ‘early generation’ bombs 
without bothering about testing. But testing 
is necessary if one wants to go further up 
the technology ladder to make thermonu¬ 
clear or hydrogen bombs or tactical 
warheads for buiilc-field artillery, etc. Fur¬ 
thermore, without testing, the military will 
be very reluctant to deploy such weapons. 

At the moment neither country shows an 
indication of wanting to move towards a test 
and this has been the case tor .some con¬ 
siderable time. For India there has been no 
follow-up to its last and so fai only test of 
1974. The Pakistanis by themselves propos¬ 
ing a formal regional test ban arc clearly in¬ 
dicating that they arc prepared to do away 
with the possibility for good. So a formal 
treaty would in one sense simply legitimise 
and formalise whai is already practised. 

A regional test ban, moreover, does not 
call on either India or Pakistan to give up 
the nuclear option. This should make it 
atlcast more acceptable particularly to India, 
since it would also help preserve the Indian 
‘edge’. What edge? The fact that India has 
had a test and reaped whatever political 
benefits that can be thought to have ensued 
from such a detonation. 

But will India respond positively to the 
idea of a regional test ban? So far, New 
Delhi has dismissed all such proposals from 
Islamabad as ‘not serious’ which says a great 
deal more about New Delhi and its 
‘seriousness’ than about Islamabad. At the 
same time, India has been a staunch ad¬ 
vocate of a Comprehensive Test Ban Treaty 
(CTBT) involving the superpowers. This 
does create certain difficulties for it in justi¬ 
fying its refusal to have a regional test ban. 
lb be sure, India also justifies its refusal to 
accept a rmonal nuclear weapons free zone 
in the naiM tef wanting a global nuclear free 
zone Howw plausible'or implausible this 


argument, the same argument used lor op¬ 
posing a test ban regionally is even less 
plausible. 

Which is why Pakistan should launch 
something ol a heavy propaganda blitz over 
the issue of a regional test ban. Of course, 
a CTIfr is eminently desirable and all 
pressuie should be put lor it. One wonders 
whether New Delhi’s hawks really want this 
even as they use this call to embarrass the 
west whenever it hypocritically waxes elo¬ 
quent about the nuclear arms situation in 
the sub-continent. If the superpowers go in 
for a CTBT, it will become extremely dif¬ 
ficult for India not to be a party to it with 
ail the implications it will have for its nucleai 
future. It will wiite ‘finis’ to any hopes 
India’s nucleai warriors have of eventually 
‘catching up’ with such imermediate nuclear 
powers as China, UK oi Fiance, which if 
they are a party to a CTB'F will have set a 
cap of -sorts at a level of dcvelopment- 
deploymenl-research much higher and later 
than potential nuclear aspirants like India. 
Insofar as the US expresses concern about 
further horizontal proliferation, it is within 
Its power to take a major step in preventing 
this from emerging in a serious fashion, i e, 
beyond the most rudimentary levels. All it 
has to do is push for a CTBT. 

Why is India against a regional test ban? 
One reason is obvious -it does not seal off 
the nuclear option but it docs throttle at a 
very early stage the development or progress 
of such an option if exercised. Another 
reason could be the same old bugbear— 
China. One way of getting around this is to 
talk in terms not of a permanent regional 
test ban but of a regional test ban of limited 
duration, say a few years which then has to 
be periodically renegotiated. 

New Delhi’s answer to such a proposal can 
also be anticipated. But as in so many other 
aspects of its nuclear policy, there is serious 
inconsistency. Why should India then go 
along with a CTBT? If it comes about and 
if India accedes to it, it can never hope to 
develop an adequate nuclear deterrent to 
China in the future. Isn’t it time the Indian 
government starts to do some hard and clear 
thinking? Perhaps not. Given the present 
situation and the kind of intellectual options 
presented by ‘advisers’ who have access to 
decision-makers, clear thinking which values 
consistency will not lead to nuclear renun¬ 
ciation or a search for regional disarmament 


but to a decision to go openly nuclear and 
to hell with all doubts and reservations. Bet¬ 
ter inconsistency and confused thinking than 
that! 

Akms Rfdik riON 

Ever since the INF treaty, we are clearly 
in a new era of superpower arms reduction 
possibilities What arc the chances of a 50 
per cent cut in strategic nuclear arms which 
has been .so talked about of late? In this 
writer’s opinion the chances are very high 
and It should become a reality within the 
next four years, i e, the first term of the Bush 
presidency. Why should this be so? To put 
It rather simphstically and schematically, we 
can point to at least three basic reasons. 

The first is what can be called the redun¬ 
dancy factor. After all, it was not Gorbachev 
who first put forward the proposal for an 
‘across-the-board’ 50 per cent cut in strategic 
nuclear arms. Retired American .service of¬ 
ficers had put forward the idea before 
anyone had heard of Gorbachev and it en¬ 
joyed some circulation in the circles that 
generally discuss such matters. It was even 
jii.stified by some American advocates as a 
measure that would give a new ‘edge’ to the 
west. Given the more balanced triadic (in air, 
land and sea) deployment of strategic arms 
by the US, a 50 per cent ‘across-the-board’ 
cut would presumably work to the disadvan¬ 
tage of the USSR which has a dispropoi- 
lionately larger number of iand-based 
missiles. The implication was that after such 
a cut, the USSR would be more ‘vulnerable’ 
10 a pre-emptive strike by the US eliminating 
its land-based silos. 

However, the essential point is that the 
proposal is not new and that such are the 
levels of redundancy that both powers after 
such a cut would still have tremendous 
overkill capacities. To put things into 
perspective, a 50 per cent cut would still leave 
the US and USSR with an arsenal of strate¬ 
gic arms which is 20 per cent higher than 
at the time of the SALT-1 accords. 

The second is what can be called the 
technology factor. Scientific technological 
developments in what are called the high 
frontiers, e g, kinetic energy weapons 
(KEWs) and directed energy weapons 
(DEWs), e g, lasers, particle beam weapons, 
etc, mean a possibility of an extension of the 
military thrust from land, air and sea to 
near-orbit and outer space environments. 
Similarly, advances in accuracy, speed and 
non-detectability of new weapons systems 
has meant that dual capable technologies/ 
carriers have emerged so that modern ‘con¬ 
ventional’ weapons can now do some jobs 
that were earlier entrusted to nuclear 
weapons. This, incidentally means that there 
is also a real possibility of reductions in tac¬ 
tical or battlefield nuclear weapons. It is as 
well to remember that the INF agreement 
turned out to be in fact a ‘triplg zero option’ 
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eliminating some categories of short-range 
nuclear weapons also. 

Alongside the technological advances has 
come the third factor, the doctrinal shift. In 
the case of the USSR this has been 
Gorbachev’s shift from the search for ‘pari¬ 
ty’ involving a strategic ‘bean counting’ ap¬ 
proach favoured by Brezhnev to the idea of 
‘reasonable sufficiency’. This enabled 
Gorbachev to accept the asymmetric cuts of 
the INF accord without the qualms falsely 
entertained by his predecessors. But what is 
not so well known is that very important sec¬ 
tors of the American nuclear establishment 
have also undergone a doctrinal shitt of con¬ 
siderable importance This was embodied in 
a major article called 'Disci iminate Deter¬ 
rence’ which appeared in the magazine 
Foreign Affairs earliei this ycai This report 
was brought out by the Commission on In¬ 
tegrated long-'lerm .Strategy set up by the 
Reagan administration. I'ho.se who signed 
were 13 top US strategists including three 
former national security advisers, Wiliam 
Claik, Zbigniew Brzezinski and Henry Kiss¬ 
inger. The report does not call for arms con¬ 
trol but for ‘carefully designed leduciions’ 
in nuclear arms so as to have a ‘safer balance 
of oltensiveand defensive forces’ That is to 
^ say, they know that new technologies make 
It possible to have the ‘capabilities for 
discriminate nucleai strikes’ instead of the 
old situation ol having to threaten massive 
reprisal or annihilation and therefore, 
mutual suicide. I his was an approach that 
effectively became obsolete with the emer¬ 
gence of rough parity between the super¬ 
powers. 

Central to the new American .scheme ol 
things is that E l' (Emerging Technologies) 
research, i e, on Star Wars not be stopped 
or curbed in any decisive way so th.tt the 
possibility of a partial shield operating in 
conjunction with a reduced (but still subs¬ 
tantial) arsenal of offensive missiles be main¬ 
tained. This is much more sensible from the 
American point of view than going all out 
for Star Wars development and deployment. 
Technically there can be no perfect oi near- 
perfect shield. Economically the burden 
would be crushing. It will not be a surprise, 
therefore, if Star Wars research becomes 
more selective and in tune with the new 
priorities and thinking than operating on 
old, open-ended assumptions about its ‘in¬ 
credible’ potential, etc. 

So a 50 per cent across-the-board strategic 
arms reduction pact is a very real possibility. 
At the same time it should be made quite 
clear that this does not necessarily mean a 
substantial reduction in nuclear dangers 
because qualitative developments in the arms 
race means new potential dangers. Further¬ 
more, neither superpower is interested in 
complete elimination of nuclear weapons. 
They both want to remain far ahead of any 
other rival. They would still have twenty 
times more nuclear weapons after such a cut 
than their nearest rival, China. Interestingly, 
the latter now says that it .will join the 
nuclear disarmament process.only if the two 
superpowers first reduce their arsenals by 90 


per cent. Earlier* Beijing had said it would 
join the disarmament process if both cut 
their arsenals by 50 per cent. 

The US and USSR are declining political 
powers despite their enormous military 
might. Their economies are doing worse 
than a number of other rivals, e g, Japan, 
West Germany. Their only claim to super¬ 
power status (which the leaders of both 
countries deeply covet) rests on their status 
as the dominant nuclear powers. 

The peace movements of Europe and else¬ 
where then must take the new circumstances 


into consideration. They must recognise that 
there can be further disarmament pacts 
which should of course be welcomed but 
always with demands for more and with con¬ 
vincing explanations as to why these have 
come about, what new dangers are emerging 
and why a truly nuclear free world is far 
from the actual ambitions of superpowers 
and the other nuclear weapons powers. The 
fundamental rationale for the peace move¬ 
ments thus remains, even though their think¬ 
ing and activity has to be more sophisticated 
in keeping with the changes taking place in 
the global arms race. 


NOTICE 

It IS horoby notifiod for the information of the publ'c that J K Industries 
Limited proposes to make an application to ihf' Central Government in the 
Department of Company Affairs. New Delhi, under subsection 2 of Section 
22 of the Monopohesk and Restnctivo Tiade Practices Act. 1^69 for approval 
to the establishment of a new tjnit'divn Brief particulars of the proposal are 
as under 


Name and address JK Industries Limited. Lir^K House. 

of the applicant 3. Bahadur Shah Marg New Delhi -110002 

Capital structure of the applicant Preference Equity 

organization Capital (Rs /lacs) Capital (Rs /lacs) 

Authorised 2 50.00.000 17.50,00.000 

Subscribed & Paid up 1.03 83 000 14,04,11 010 

Management structure of the applicant organisation indicating the 
names of the Directors, including Ihc Managing/Whole-timc Directors 
and Manager, if any 

The Company is managed by the Board of Directors consisting of 


Shri Han Shankar Sinqhania 
Chairman 

Shri Raghupaii Singhania 

Mar>aging Director 

Shri Arvind Narotiarn Latbhai 

Shri Arvind Sih^h 

Shn Bharat Han Smghania 


Sfiri K Padmanabhan 
Shn Lalit Mohan Thapar 
Shn Narendra Smgh Sisodi.i 
Slin Om PrakaSh Khaitan 
Shn Pratap Sinh Navlakha 
Shn Ram Swaroop Agrawal 
Shn T V Rainanan 


indicate whether the proposal relates to the establishment of a new 
undertaking or n new unil/division or Substantial 

Expansion New Unit^Division 

Location of the new undertaking/unit/division A centrally declared 
backward distt of Madhya Pradesh or Gujarat To be finalised m 
consultation with Central Govt and concerned State Govt 
Capital structure of the proposed undei taking Not applicable 

In case the proposal relates to the production storage, supply, 
distribution, marketing or control of any goods/articles, indicate 


0 Names of goods/articles 
ii) Proposed Licensed Capacity 


Ml) Estimated annual turnover 


Automobile Tyres. Tubes & Maps 

(a) Tyres 1 5 Million Nos per annum 

(b) Tubes 1 5 Million Nos per annum 

(c) Flaps 6 25 lacs Nos per annum 

Rs 334 Crores (Ex-factory net of 
Excise) 

8 In case the proposal relates to the provision of any service, state the 

volume of activity in terms of usual measures such as value, income, 
turnover, etc Not applicable 

9 Cost of Project Estimated at Rs 300 Crores 

10 Scheme of finance, indicating the amounts 
to be raised from each source 

Rs in Crores 


'Banks/Financial Institutions/Debentures 
'Foreign Exchange Loans 
•Internal Generation 


197 

43 

60 


300 


Arty person interested in the matter may make a representation m 
quadruplicate to the Secretary, Department of Company Affairs. 
Government of India, Shastn Bhawan. New Delhi, within 14 days from 
the date of publication of this notice intimating his views on the proposal 
and indicating the nature of his interest therein 

For J K Industries Limited 

New Delhi Sd/' 

14th Dec 1988 MVS MURTY 

General Manager (Co Matters) & Secretary 
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REPORTS 


A Year of ‘Encounters’ 

K Baiagopal 


For the last two decades it is the myth of democracy vs 
dictatorship that has constituted the ideology through which the 
ruling classes of India have conducted their internal squabbles. In 
fact, as the squabbling increases the conflict has less and less to 
do with democracy, though we hear more and more talk about it. 
It seems to be a law of political behaviour that the more ruling 
classes quarrel among themselves the less regard they can afford 
to show for people’s rights. 


THAT N T Rama Rao should be nominated 
the first democrat of the nation—for that 
is what one presumes his selection as the 
chairman of the National Front makes 
him—during the very year in which his 
government's record of 'encounter' killings 
has surpassed that of even the Emergency 
days, would perhaps be regarded as a 
shameful paradox in any country other than 
ours; for have we not been blissfully 
tolerating as prime minister a man whose 
probity is in doubt—and whose respect for 
truth is not even in doubt—for more than 
a year after the allegations against him first 
crossed the dividing line between rumour 
and certainty? 

And yet the record must be stated, 
especially because of the widespread 
hypocrisy that prevents people from talking 
of the atrocities and the misrule of the 
opposition parties. There is prevalent in this 
country this unverified myth of a democratic 
opposition, that is projected as an alternative 
to the authoritarian misrule of Rajiv 
Gandhi's Cong(l). Not just today, but for 
the last two decades it is the myth of 
democracy vs authoritarianism— dharma vs 
adharma as the more desi of our politicians 
put it— that has con.stituled the ideology 
through which the ruling classes of India 
have fought their internal squabbles. This is 
the ideology with which first Indira Gandhi 
and then Rajiv Gandhi were fought at the 
centre, and NTR himself faces it each time 
a dissident faction springs up within his 
own party. This is not to say that these 
individuals were not—and are not—un¬ 
democratic, nor that this way of projecting 
the conflict does not reflect a certain desire 
for greater democracy on the part of the 
people; indeed, but for the pre.sence of such 
an aspiration, such a projection would never 
have become necessary in the first place. But 
as far as the protagonists ate concerned, that 
is not the point at all. As the squabbling 
increases, the conflict has less and less to do 
with democracy but we hear more and more 
talk about it. Indeed, the very fact that the 
squabbling is increasing makes all of 
them—rulers and the opposition—further 
undemocratic. I' is s law of political 


behaviour that the more the ruling classes 
quarrel among themselves the less regard 
they can afford to show for people's rights. 

I 

NTR’s appointed task was to gain accep¬ 
tability as the common representative of all 
sections of the propertied classes of Andhra 
Pradesh in their conflict with big capital over 
the terms of the resolution of the current 
crisis in the redefinition of the economic 
structure, and—concomitantly—in the 
sharing of the country's natural resources 
and the surplus pumped out of the working 
masses. In this he has been a miserable 
failure from the word go. lb begin with there 
has always been a section within the regional 
rich who have held—and hold—that the 
problem can be sorted out and a smooth 
restructuring achieved, within the super¬ 
structure built over the last four decades; 
politically, that is to say within the Congress 
Party, celebrated as an all-class party by ad¬ 
miring analysts. Not being able to carry 
these sections need not be counted as a 
failure, but NTR's true failure lies in his 
inability to carry with him even all of those 
who believe that a certain degree of confron¬ 
tation with the superstructure is necessary 
if their interests are to be safeguarded in the 
alignment that is to take shape. Instead, he 
is seen as merely a gangleader who is bent 
on getting the most that is possible for his 
henchmen. Disenchantment with him started 
within a year of his coming to power and 
it continues to grow apace. In the given 
ideological idiom, it takes the form of 
accusations of casteism. People who openly 
rally in the name of one caste accuse him 
of being partial to the kamma caste. Since 
the well-to-do among the kammas are 
numerous and very rich the charge sticks 
easily. But on the other side of the coin, it 
is only where the caste that is the focal 
counterpoint of the opposition carries with 
it an image of toil and hard work that the 
exercise carries a degree of credibility. Those 
who tried to rally in the name of the Reddys 
had a difficult time. The most humorous 
part of Oronamraju Satyanarayana's widely 
reported writ petition in the A P High Court 


was his ridiculous plea that the Reddys are 
being oppressed in NTR's rule. And when 
N Sreenivasulu Reddy—once upon a time a 
servile admirer of NTR—found himself 
being humiliated and demoted from his 
illatus as number two in the cabinet and 
turned dissident and was forced to leave the 
cabinet, he had no takers for his plaint that 
the Reddys—he is a Reddy from Nellore 
district—are getting an unjust deal, since the 
landlords, contractors and businessmen of 
his caste and his district are among the most 
powerful and influential persons in the state. 
And so he had to hold his tongue and beat 
an ignominious retreat to the Congress(l), 
which has, incidentally, nominated another 
Reddy from Nellore as its PCC(l) president. 

But the latest phenomenon, Mudragada 
Padmanabham—yet one more 'clean' dis¬ 
sident—has had an easier time rallying in 
the name of the kapus. The word kapu has 
many meanings. Etymologically it means 
husbandsman, a meaning that comes out 
clearly when landlords say 'our kapus' refer¬ 
ring to their farm servants or attached 
peasants. The feudal attachment is made 
explicit when the term paali kapu is used to 
refer to attached labour. But when an 
independent cultivator proudly describes 
himself as a kapu it merely denotes a hard¬ 
working cultivator without connotations of 
servitude or attachment. Kapu is further a 
caste name as in Iborpu kapu, Mumur 
kapu, or just kapu; and finally it is a com¬ 
mon appellation for these and a number of 
other castes like Balija, Tilaga, Tinuga, 
Mudiraj, etc, whose occupation—the 
statistical mode—is cultivation, though there 
are quite a few labourers at one end and big 
landholders and businessmen at the other. 
Thus the caste is an ideal candidate for 
populist consolidation. A cinema hall 
and rice mill owner like Mudragada 
Padmanabham, a publisher and film-maker 
like Dasari Narayana Rao and a mafia 
gangster like Vangaveeti Mohana Range 
Rao, Cong(l) MLA from Vijayawada, whose 
forte is the out-of-court settlement of 
disputes concerning finance and property 
through threats—and perpetuation—of 
physical violence, find it easy to tsdk of 
injustice done to the kapu castes under 
NTR's rule and to rally people behind them 
in the name of the kapu caste-complex.* And 
these are not just three individuals but 
representatives of a sizeable class of the 
upper cream of the castes from coastal 
Andhra. Whether they can gloss over for 
long the fact that they have been addressing 
only the forward caste kapus of the Krishna 
and Godavari deltas, and that too mainly the 
Godavari delta where over a large area it is 
the kapu landholders, businessmen and con¬ 
tractors who constitute the dominant class, 
and that the backward caste kapus who ate 
numerous in the Iblangana districts are 

• This report was written before Mohana Ranga 

Rao's murder in Vijayawada on December 26. 
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neithu addressed nor affected by their rally¬ 
ing cry, and are even likely to be hostile since 
their major demand is that the forward caste 
kapus must be notified as backward, is a 
moot point. But whai is more relevant is that 
such consolidations would never have taken 
place had NTR risen to his task, which he 
has never shown any capacity to do. 

It may be said that the failure lies in the 
objective situation and not in NTR’s in¬ 
competence. Indeed, that may be said of 
Rajiv Gandhi too, who is being attacked with 
such viciousness not because he is corrupt 
but because he is incompetent. Had his com¬ 
petence in serving the necessary interests 
been higher his corruption wouid not have 
mattered so much. The new national con¬ 
sensus that everybody is hoping for is no 
where in sight and nobody has an inkling 
how to set about discovering it, and they are 
all, understandably, angry with the young 
leader on whom so many hopes rested three 
years ago. He, for his part, has made the 
happy discovery that the economy has 
carved out fot itself a path of least resistance 
suited to the logic of its structure and all that 
he needs to do is to prod it along a little by 
liberalising procedures here and there. His 
enemies are not really against thi.s, but they 
only want much more of a systematic 
restructuring and the writing of new equa¬ 
tions to take place; and they aic wild with 
him for not taking the task .seriously. NTR’s 
failure is on par. Those who made him and 
brought him to power wanted him to lead 
the regional elite to a position of strength 
in the new alignment; but instead of offering 
such a creative and collective leadership he 
is content to concentrate on the .shortsighted 
enrichment of those who are close to him 
and his sons-in-law; with no thought for the 
collective interest he uses the administration 
to serve the interests of his faction and en¬ 
courages them to indulge in unseemly con¬ 
flicts and bloodshed against the people as 
well as their rivals. Instead of the single- 
, minded Ibiugu nationalism that his pro- 
i moiers promised, what has resulted from 
five years of NTR’s rule is a fractious and 
violent polity. In a regime that speaks the 
regional idiom the region is torn by the 
internecine conflicts of the elite, and their 
violence against the poor. A regime that 
seeks to make as much wealth as possible 
and as fast as possible for its faction 
can only be vicious towards the masses. 
And where the masses are of such political 
temperament that they do not offer them¬ 
selves meekly for oppression and exploita¬ 
tion, the result can be extremely violent. 

II 

On August 23, 1988 a youth by name 
Sathu Madhu who ran a kangan shop in 
Warangal town was asked by the police to 
report at a local police station. He had had 
K^ast as a ‘radical’ but had given up active 
politics and was leading the life of a petty 
Shopkeeper. The police, it seemed, wanted 
Wo only question him and send him home; 
■or at least that is what the youth told his 
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mother before leaving home for the police 
station. When he did not come back im¬ 
mediately, his mother got apprehensive and 
met the superintendent of police to ask him 
about her son’s whereabouts. He replied: ‘by 
the evening your son will come home, or if 
not, then tomorrow his dead body will come 
home’. The police killed him that night, 
whether in the process of ‘questioning’ him 
or in fulfilment of their quota of ‘encounter’ 
killings, one does not know, and announced 
to the press the next day that there had been 
an ‘encounter’ near Warangal town and an 
unidentified naxalite was killed. 

GoUa Devaiah(23) and Potarala Bhoomaiah 
(27) were two peasants of Karimnagar 
district. The former belonged to Govindaram 
and the latter to Mothukurraopet. They were 
sympathisers of the Rytu Coolie Sangham, 
and had in the pa.st been arrested and im¬ 
plicated in false criminal cases. They were 
regularly attending court in those cases, and 
were otherwise living in their villages, look¬ 
ing after their cultivation. On July 10, the 
police picked them up from Govindaram, 
took them outside the village, and shot them 
dead. It was announced to the press that a 
group of armed naxalites attacked the police 
and the police returned fire, resulting in the 
death of two unidentified naxalites. 

During the night of Oclobei 29, the police 
of Ni/amabad district said, they confionted 
an armed group of naxalites in the village 
of Korpol, where the naxalites were allegedly 
campaigning for reduction in the price of 
country-liquor. There was, the police said, 
an exchange of fire, in which one uniden¬ 
tified naxalite died and a constable was 
injured. What really happened was that in 
the exchange of fire that took place outside 
the village, no one died but one constabie 
was injured. The police searched fruitlessly 
for the naxalites for a while, and unable to 
find them, came back to the village in an 
ugly mood, caught hold of a harijan pea¬ 
sant by name Lachchaiah who was known 
to be a sympathiser of the naxalites, took 
him out of the village and killed him. He 
was the ‘unidentified’ naxalite. 

The police of Karimnagar district said 
that on September 14, an ‘encounter’ took 
place in a mango grove near the village of 
Raghavapuram, in which a naxalite by name 
Rangula Sambaiah was killed. In fact, 
Sambaiah was not a party activist; he was a 
peasant who sympathised with the naxalites. 
The police tried to arrest him and implicate 
him in some crime. To avoid the torture that 
would be an inevitable concomitant of it, 
Sambaiah left his village and sought shelter 
in the house of some relatives of his at 
‘Mandamarn, Adilabad district. The police 
caught hold of his relatives in his native 
village and tortured them to reveal the 
whereabouts of Sambaiah. They did, and the 
police caught hold of him, killed him for the 
trouble he had given them, and threw the 
dead body near the mango grove outside his 
village, and proclaimed to those who would 
believe that there had been an ‘encounter’. 

On October 14 the police of Warangal 
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district arc supposed to have received infor- 
matjon about some naxalites holding a 
meeting with tribals in the village of 
Muthapur in the Eturnagaram forest region. 
They went to the place, they said, and asked 
the naxalites to come out of the house in 
which they had gathered. Instead of obeying, 
the naxalites fired upon the police from the 
house; the police returned fire (into the 
house, one presumes) and killed two 
naxalites, a man and a woman. However, the 
next day an amended version is announced, 
declaring that the woman was not a naxalite, 
but a tribal by name Vanka Lakshmi. What 
really happened was that the police, on 
receiving the information, came to the house 
where the gathering was taking place, and 
straightaway opened fire at the youth who 
was standing sentry outside. The machine 
gun fire not only killed him, but hit the tribal 
woman Vanka Lakshmi in the back of her 
head. She was neither a naxalite nor a part 
of the gathering that was taking place in the 
house. She was merely walking down the 
road, away from the house, when the bullets 
coming from behind caught her unawares. 

On October 29, at about noon, a gather¬ 
ing of tribals, forest officials, and naxalite 
activists, who were thrashing out issues con¬ 
nected with illegal cultivation in the forests, 
was attacked by the police. The place was 
Ravulapadu in ^st Godavari district. About 
120 tribals from neighbouring villages and 
8 officials were present there. The police 
party led by the DSP of Rampachodavaram 
and consisting of about 25 CRPF jawans, 
fired with automatic weapons at the naxalite 
activists. Mangaraju alias Suranna, a tribal 
activist, was killed immediately and Seeta 
was injured severely. She died two weeks later 
in hospital. So indiscriminate was the police 
firing that they injured a forest ranger, A 
Suryanarayana Raju, who was hospitalised 
for a long time. 

In the early hours of November 20 the 
Warangal police is supposed to have ‘en¬ 
countered’ an armed group of naxalites at 
Jaggannagudem, and killed three of them, 
two women and a man. The women were 
Poolamma and Jayamma and the man was 
Sambi Reddy. This killing has perhaps 
shocked the state more than any other inci¬ 
dent. For, Poolamma was known to and lov¬ 
ed by the people of the Eturnagaram forest 
region for more than a decade as a dedicated 
Rytu Coolie Sangham leader. Affectionately 
ciled ‘Arunakka’ by the masses, she led their 
democratic struggles for wages and land. It 
was under her leadership that the wages for 
agricultural labour had increased from Rs 5 
for men and Rs 3 for women to about Rs 15 
to 20 per day; and the wages for picking 
beedi leaf had also increased from 10 paise 
per bundle to 26 paise per bundle. She was 
a familiar tiguic to the revenue officials whom 
she whould frequently approach with demands 
relating to land paita',. And she was eqally 
familiar to the police whom she would 
directly approach every time any of her 
activists or the people were arrested. That 
such a person could be murdered by NTR’s 
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police is an indication of the depths to which 
(he regime has sunk. 

Whai really happened was that on the 
morning of November 20, Poolamma, along 
with t9-year-old Jayamma and Sambi 
Reddy, was seen leaving the village of 
Jaggannagudem. A gathering of her party's 
activists had apparently been taking place 
at some spot outside the village. The police 
must have got wind of this, and they 
followed Poolamma and her companions. 
They reached the place where the gathering 
was taking place and opened fire on the ac¬ 
tivists. Most of them escaped, but Poolamma 
and the two who were with her stopped and 
told the police that they were prepared to get 
arrested. But the police would not pay heed. 
There was a long argument, at the end of 
which the police beat up all three of them 
and shot them dead. 

But perhaps the really worst incidents 
have been occurring in Adilabad district. 
Here it is youth of the Gond and other tribes 
who are being picked up from their villages 
and killed in cold blood. This year 54 per¬ 
sons have been killed in ‘encounters’ in 
Andhra Prade.sh; of these 54, while about 
13 are activists of CPl-ML groups, the rest 
arc peasants, youth and students; 17 of these 
are tribals, mostly Goods from Adilabad 


IN government of India’s terminology, in¬ 
dustrial disputes mean both strikes and lock¬ 
outs, though the two are diametrically op¬ 
posite things. Whereas strikes mean offen¬ 
sive of the workers against employers, lock¬ 
outs mean offensive of employers against 
workers. 

In \\fest Bengal, in recent times, there were 
two big industrial disputes, one a lock-out 
by Bata India, a multinational concern 
employing about ten thousand workmen, 
and the other a strike by the workers of 
Dunlop Rubber Company, employing about 
six thousand workmen. Both were long 
drawn-out, though the Bata lock-out was 
more prolonged. The two industrial disputes 
have piosed many serious questions, especial¬ 
ly regarding the role played by the Left Front 
and its government led by the CPl(M). We 
shall deal with these disputes one by one. 

Bata Lock-Out 

At first, let us take up the case of the lock¬ 
out by Bata. The management suddenly 
declared A lock-out on July 9, 1988. Before 

' 


district. Their killing is part of a deliberate 
strategy of terrorisation through which the 
state hopes to strike at the roots of CPI-ML 
movement. 

Here are a few of the stories; During the 
annual Nagoba festival of the Gonds, which 
usually falls in the month of January, the 
police picked up three Gond youth. Alter 
about two weeks of torture, two of them 
were killed on January 28 and the third per¬ 
son on February 4. Both the killings were 
announced as that 'unidentified naxalites' 
killed in an ‘encounter'. On October 16 the 
police picked up a Gond youth by name 
Rajaram from the fields where he was work¬ 
ing. His mother Rajubai, who later revealed 
the fact, was witness to the arrest. Two days 
later, Rajaram was killed and it was an¬ 
nounced that there had been an ‘encounter’ 
near Kuptighat and an ‘unidentified naxalite' 
was killed. The same was the story of 
Madavi Somu, who was also picked up from 
his village and killed and proclaimed as an 
‘unidentified naxalite' killed in an ‘en¬ 
counter’ at Chintaguda on October 3. The 
reason why so many of the victims have to 
be described as ‘unidentified naxaliles' is 
precisely that they are not naxalite cadre, if 
then identity is revealed, that fact will come 
out. 


declaring the lock-out the management com¬ 
plained of indiscipline by the workers. This 
allegation was, of course, denied by the 
workmen. 

The workers are organised in a single 
union known as the Bata Mazdoor Union. 
Since its formation forty years ago, different 
political forces have worked in the single 
union which is almost a unique feature as 
there is a multiplicity of unions in almost 
all industries. The union is recognised by the 
management. 

The union is affiliated to AITUC from the 
very beginning. The union is strong and has 
a long tradition of struggle. As it is the sole 
bargaining agent, an overwhelming majority 
of the workers are organised under it. The 
leadership of the union has been in the 
hands of different persons belonging to dif¬ 
ferent political parties including the CPl(M) 
which was in the leadership prior to the last 
annual meeting. But in the last annual 
general election of the union, held more than 
a year ago, the Congress(I)-AICP combine 
defeated the CPI(M) and CPI combine. 
Though the CPI(M) elemen's are in the ex¬ 


ecutive committee of the union, both the 
president and the general secretary of ttte 
union belong to Congress(I). It was strangfe 
that the CPI(M) and CPI combine could be 
defeated in the last annual general election 
of the union. This is not the general feature 
obtaining in West Bengal. Even the local 
MLA belongs to the CPl(M). 

Immediately after the lock-out, the labour 
minister of the Left Front government issued 
a statement to the effect that the lock-out 
was illegal. The government did not, how¬ 
ever, formally declare the lock-out to be 
illegal which it had the power to do under 
the ID, Act. 

The union demanded unconditional with¬ 
drawal of the lock-out. The management, on 
the other hand, placed certain conditions 
which were really humiliating for the 
withdrawal of lock-out. Though several con¬ 
ciliation meetings were held, called by the 
labour minister and the labour commis¬ 
sioner, the management squarely refused to 
lift the lock-out unle.ss the conditions put 
forward by the management were accepted 
by the union. The management’s contention 
was that the factory at Batanagar was not 
yielding profits. Bata has several units in 
India. The factory at Batanagar, according 
to the management, is running at the cost 
of other units 

The management’s plea of loss is not 
believable. From the annual report of Bata 
India for 1987, it is seen that profit before 
taxation is about Rs 70 million and the 
amount available lor appropriation at the 
end of the year is Rs 40 million. The report 
also states that “the turnover for the year 
has been Rs 2,595 million, an increase of 14 
per cent over the year 1986 and the profit 
Rs 70.2 million before tax which is signi¬ 
ficantly higher than the previous year’s profit 
before tax of Rs 40.1 million”. Batanagar is 
the |>iggest of all the units of Bata India. So 
the management’s contention that 
Batanagar is running at a loss and at the cost 
of other units cannot be true. The union 
spokesmen state that the same plea is put 
forward by the management in the case of 
other units. The management was out to 
teach the union a lesson. Generally, the 
union submits a charter of demands over 
which disputes are raised, but in this case 
the procedure was revised. The management 
submitted a charter of humiliating condi¬ 
tions. It refused to lift the lock-out unless 
the union accepted its terms. 

The management issued statement after 
statement reiterating its contention which the 
union failed to successfully counter with 
alternative facts and propaganda. It was 
only engaged in a defensive battle for 
avoiding some of the preconditions put for¬ 
ward by the management for lifting the 
lock-out. 

Silent Spectators 

The Left Front and its government and the 
CITU and the AITUC were almost silent 
spectators in the whole situation. They could 
not organise any solidarity movement worth 


Lessons of Two Major Industrial 
Disputes in West Bengal 

By a Special Correspondent 


TWo major long drawn-out industrial disputes in West Bengal, the 
lock-out by Bata India and the strike in Dunlop, involving some 
sixteen thousand workers in all, have raised many serious 
questions, especially regarding the role of the Left Front and its 
government led by the CPI(M). 
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mentioning in support of the Bata workers 
against the powerful Bata management. Of 
course, picketing at all Bata retail sales shops 
was organised from August 1, 1988, helped 
particularly by the CPl(M). The Bata shop 
employees have a separate union. The 
management obtained an order from the 
High Court of Calcutta because of which 
the picketing was not very effective. Only one 
day’s token strike was organised in support 
of the Bata workers. Jypii Basu, the chief 
minister, wrote to Thomas Bata, the boss of 
Bata Company, who, though he replied to 
Basu’s letter, refused to intervene in the local 
management’s action. So all through the 
period of prolonged lock-out, the manage¬ 
ment had the upper hand. 

Ultimately, in accordance with the advice 
of Jyoti Basu, who the management met on 
September 13, bipartite negotiation .started 
from September 15, without any precondi¬ 
tion. Under the pressure of the management, 
the picketing before Bata retail sales shops 
had to be discontinued from October 17. 
There were prolonged negotiations without 
any benefit lo the workers. The union had 
to surrender and accept all the humiliating 
conditions proposed by the management. In 
fact, more conditions were added to those 
originally put forth by the management. 
These conditions, numbering thirty-four, put 
lorward by the management had to be ac¬ 
cepted by the union and the management 
agreed to lift the lock-out and the factory 
at Batanagar started functioning from 
November 10, 1988. The union leadership 
had to admit at its mass meeting on 
November 6 that it had no alternativ,. but 
to accept the humiliating conditions. 

The agreement on the one hand curtails 
trade union rights so long enjoyed by the 
workers and on the other gives the manage¬ 
ment absolute power of reorganising the 
. departments, of transferring, of ‘farming 
jl out’ and of declaring the workers surplus at 
its own discretion. The agreement is bound 
to lead to increase in work-load and retren¬ 
chment. It is worthwhile to quote some 
clauses of the agreement: 

(a) It is agreed that combination of jobs of 
similar nature or same jobs from different 
workshops/shifts/groups will be done. All 
old practices of irregular compensation will 
be discontinued with effect from the date of 
the present settlement. 

(b) It is agreed that Batanagar being a high 
^ cost operation, if at any point of time a par- 
I ticular article becomes uneconomical, to 

keep the workers of the concerned workshop 
j engaged, necessary procurement of com¬ 
ponents which will make the article pro¬ 
fitable will be done from outside. 

(c) As a result of abolition/reorganisation/ 
and/or regrouping of departments/jobs, a 
number of employees/workmen will be 
rendered redundant along with the existing 
redundant hands and as such it is agreed that 

" both the existing redundant hands as well 
as those liable to be rendered redundant in 
future due to the reorganisations, etc, in 
terms of the present settlement will be 
redeployed with minimum guaranteed wage 


including transfer from fixed/hourly fixed 
to accord. The redundant workmen/ 
employees will be paid as per their achieve¬ 
ment’in their new jobs/operations but 
minimum guaranteed wages of 100 per cent 
of basic and DA is assured provided the con¬ 
cerned workmen/employees do not indulge 
in slowing down in their work. If any redun¬ 
dant workman/employee refuses to accept 
transfer to an alternate job or occupation, 
e g, fixed/hourly fixed to accord or depart¬ 
ment, etc, It will be pressumed that he is not 
willing to continue in the employment of the 
company and accordingly will forfeit entitle¬ 
ment to any wages or remuneration during 
the period of such refusal. In case of fixed 
salaried employees, without prejudice to the 
above, attempts will be made as far as prac¬ 
ticable to provide them with respective 
grades and in case of non-availability of such 
they may be pul in available next lower 
grades. 

(d) No demand will be raised in regard to 
upgradation and revision of grades for ex¬ 
isting supervisory/clerical and other cate¬ 
gories of employecs/workmen. 

(e) The union solemnly assures that the 
workmen/employces will ensure normal pro¬ 
duction and restore conditions necessary for 
smooth and uninterrupted production. The 
union also assures that it will ensure that the 
workmen/employees do not indulge m in¬ 
discipline, agitation, demonstration, go-slow, 
work stoppages or any other activities of 
such or similar nature. 

(0 The workmen/employees agree and the 
union confirms that the long-term agree¬ 
ment concluded on September 2, 1986 will 
continue up to April 30, 1991, and during 
this period there shall be no demand for any 
increase in salaries, allowances, rates, grades, 
scales of pay, norms, etc, or any other finan¬ 
cial or non-financial benefits and no objec¬ 
tions will be raised individually by workmen/ 
employees or collectively or through the 
union and accordingly clause 28 (c) of the 
long-term agreement dated September 2, 
1986 shall stand amended by the present 
agreement. 

Naturally there was discontent and dejec¬ 
tion as a result of the agreement. The agree¬ 
ment was signed on November 7 and is valid 
for another two and a half years. 

Lock-out is not unknown in West Bengal. 
In fact, lock-outs have gradually increased 
during the left Front regime. At meeting of 
CITU’s general council held at Dhanbad in 
September 1987, B T Ranadive, president of 
CTTU, rightly emphasised that in India, 


’’with less number of workers involved in 
lock-outs compared with number in strikes, 
the loss of mandays in lock-outs is much 
higher than in strikes in this period. In I98S, 
two lakh workers were involved but the man- 
days exceeded 17 million. In the same year 
the number of workers involved in strikes 
was four times the number involved in lock¬ 
outs, but the loss was only II.4 million man- 
days. In two years, the mandays lost due to 
lock-outs are more than the total loss of 
mandays in strikes. The lock-outs have 
become a weapon of class coercion" (em¬ 
phasis added). 

But in West Bengal, this weapon of class 
coercion is much more pronounced. I-ock- 
outs far exceed strikes as regards number, 
workers involved and mandays lost. In 1985, 
the number of strikes was 19.9 per cent of 
the total disputes, the number of workers in¬ 
volved was 9.1 per cent and mandays lost was 
1.3 per cent. The respective figures due to 
lock-outs were 80.9 per cent, 90.9 per cent 
and 98.7 per cent. In 1986, the respective 
percentage figures due to strikes were 14.0, 
15.1 and 2.0 and those due to lock-outs 86, 
84.9 and 98. The CTTU leadership has so far 
offered no explanation for such a stale of 
alfairs. 

While lock-oul is not new in West Bengal, 
what is new is that employers put humiliat¬ 
ing preconditions for lifting lock-outs. The 
agreement in Bata India has created a 
dangerous precedent for the workers. The 
signs are already there. F.LMl, a subsidiary 
of Pieco Electronics and Electricals 
(popularly known as Philips Company) 
declared a lock-out on December 15, 1988. 
The management has already published a set 
of preconditions for lifting the lock-out. 
Here the union is affiliated to CITU and is 
led by a minister of the Left Front 
government. 

In contrast to the situation obtaining 
in West Bengal, the recent strike in the 
Delhi industrial belt where CITU is not so 
strong, has set a glorious example. From 
November 21, 1988 one million workers, led 
by the CITU, fought a heroic battle for one 
week against heavy repression. The situation 
in West Bengal may be due to the illusions 
cherished by the CPI(M) leadership in stick¬ 
ing to limited power. Unless the whole pro¬ 
blem is seriously considered by the CITU 
and the Left Front and their policies are 
revised, more such instances of offensives 
against the workers might occur and the in- 
' terests of the workers would be seriously 
jeopardised in future. 


GUARANTEED HAND DELIVERY SERVICE 

"GET THE BEST SERVICE AT THE LOWEST PRICE" 

Dear Rcade-, 

We are 9 l.jd to inform you tfidt we have very recently opci'ed oui KRISHNA BOOK 
CENTRE in your locality at 34, WORLD TRADE CENTRE. Cutfe Parade, Colaba 
Bombay-400 005 

We are slad to invite you to subscribe for Indian as well as foreign newspapers, 
maga/ines, journals and periodicals through us 

L.P. Vtodav 

L P Book stall, 20, B S Marg, Near S B I, Bombay 400 093 
_Telephone-216560_ 
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Dunlop Strik** 

Dunlop India at Shahaganj, in the district 
Hooghly, has two unions—one Dunlop 
Workers’ Union affiliated to the CITU and 
the other Dunlop Factory labour Union af¬ 
filiated to the INTUC. The Congress-led 
union is older and has an edge in strength 
over the CITU-affiliatcd union. Both the 
unions are recognised by the management. 
The president of the CITU Union is Md 
Ismail, the veteran trade unton leader who 
is very popular among workers of all shades 
of opinion, but strangely enough he was not 
involved in day-to-day functioning of the 
union for some time past for reasons not 
known. It also should be noted that at the 
last annual general meeting of the CITU 
union, the then CITU leadership was 
defeated and a new set of CITU leaders were 
elected. It is reported that the erstwhile 
CITU leadership was pro-management and 
a large section of workers was unhappy 
about its functioning. It is also reported that 
the state CITU leadership was not happy 
with the new CITU leadership at Dunlop. 
This background is important to understand 
later developments. 

However, alter the expiry of the long-term 
wage settlement ol I'^S.^ on March 31, 1987, 
both the unions submitted charters of 
demands to the management. The unions 
unified in a joint action committee of which 
Md Ismail was the president. Negotiations 
were carried on through bipartite and tripar¬ 
tite meetings for fifteen long months but no 
settlement could be arrived at. The unions 
carried on an agitation through different 
forms including a token strike. The manage¬ 
ment tried to introduce seven days’ working 
on continuous basis with staggered off-days 
but without any additional payment for this. 
Naturally, this was resisted by the unions and 
the workmen. The matter came to a climax 
after the intervention of the state labour 
minister who called a tripartite meeting on 
July 31.1988, and verbally suggested a seven 
point formula for settlement which included 
a rise of Rs 225 per month per worker in 
total emoluments but which also included 
seven-day continuous work as demanded by 
the management. It also should be pointed 
out that the management of the company 
changed in the meantime. The state labour 
minister’s formula was readily accepted by 
the management but not by the unions who 
wanted time for considetalion. 

In a Icttei dated August 3, 1988, signed 
by Md Ismail, the state labour minister was 
informed that the amount of Ks 225 was not 
acceptable to the unions and a list of points 
was enclosed on which a satisfactory solu¬ 
tion was demanded. The workers went on 
a continuous strike in which cent per cent 
workers joined. The strike began from 
August I, 1988. Bhow’ani Mukherjee, presi¬ 
dent of the Hooghly district CITU and a 
former minister of the Left Front govern¬ 
ment, in a letter dated August 7, 1988 from 
his sick bed congratulated the workers for 
waging.a united strike against the mono¬ 


polist concern and warned that the strike 
might be a long drawn one. 

It was strange that the state labour 
minister’s proposal was communicated in 
writing to the union by the labour commis¬ 
sioner on September 9. 1988, that is, about 
one-and-a-half months after the verbal pro¬ 
posals were made by the mini.ster on July 31, 
1988. The Joint Action Committee, through 
several leaflets to the workers and to the 
public tried to explain in detail why the pro¬ 
posal of July 31 was not acceptable to them. 
Their main contention was that the company 
had earned a net profit of Rs 20.20 crore in 
1987-88. These leaflets further .stated that in 


Dunlop the expenses incurred by the com¬ 
pany on wages of the workers was only 3.^3 
per cent whereas in other tyre companies like 
J K Tyre and CF.AT the expenses are 4 per 
cent and 9 per cent respectively. Moreover, 
the recent increase in emoluments in the 
head office and depots and the factory at 
Ambattur was Rs 448 and Rs 400 respective¬ 
ly per workman per month. In the CEAT 
the increa.se had been Rs 515 per month. 

Strange Behaviour 

Different naxalite groups which had little 
or no influence among the workers came out 


NOTICE 

It IS hereby noliliod lor the information of the public that J K Industries 
Limited proposes to make an application to the Central Government in the 
Department of Company Affairs, Now Delhi, under Sub-Section 2 of Section 
22 of the Monopolies and Restrictive Trade Practices Act, 1969, lor approval 
to the establishment ol a new unil/division Brief particulars of the proposal 
are as under 

1 Name and address JK Industries Limilorl Link House, 

ol'Ihe applicant 3. Bahadur Shah Zalar Marg, New Delhi 110002 

2 Capital sliuclure ol the applicant Preference Equity 

organization Capital (Rs /lacs) Capital (Rs /lacs) 

Authorised 2.50,00,000 17,50,00.000 

Subscribed 1.03.83,300 13,76.45.010 

Paid Up 1.03.83.300 13.76,45.010 

3 Management structure rjl the applicant organisation indicating the 
names of the Directors, including the Managing/Whole-timc Directors 
and Manager, if any 

The Company is managed by the Board ol Directors consisting ot 

1 Shri Han Shankar Singhania 6 Shri K Padmanabhan 

Chairman 7 Shri Lalit Mohan Thapar 

2 Shri Raghupati Singhania 8 Shri Narendra Singh Sisodia 

Managing Director 9 Shri Om Prakash Khailan 

3 Shri Arvind Narottam Laibhai 10 Shn Pratap Sinh Navlakha 

4 Shn Arvind Singh 11 Shn Ram Swaroop Agarwal 

5 Shn Bharat Han Singhania 12 Shri T V Ramanan 

4 Indicate whether the proposal relates to the establishment ol a new 
undertaking or a new unit/division or Substantial 

Expansion New Unit/Division 

5 Location ol the now undertaking/unit/division Backward district of 

U P The exact location will be finalised after discussions with the Govt, 
ol India and Govt of Uttar Pradesh (U P ) State 

6 Capital structure of the proposed undertaking Not applicable 

7 In case the proposal relates to the production, storage, supply, 
distribution, marketing or control ol any goods/articies. indicate 
It IS proposed to manufacture 

1)42MT ol Cephalexin Monohydrate 2) 36 M T of 7-ADCA 

8 In case the proposal relates to the provision of any service, 
stale the volume of activity in terms of usual measures such as 

value, income, turnover, etc Not applicable 

9 Cost ol Protect Rs 420 00 Lacs 

10 Scheme ol finance, indicating the amounts to be raised from each source 

-Banks/Financial Institutions/Oebentures Rs 280 00 Lacs 

-Foreign Exchange Loans Rs. 56 00 Lacs 

-Internal Generation Rs 84 00 Lacs 

Rs 420 00 Lacs 

Any person interested in the matter may make a representation in 
quadruplicate to the Secretary. Department ol Company Affairs, 
Government of India. Shastri Bhawan. New Delhi within 14 days from the 
date of publication of this notice intimating his views on the proposal and 
indicating the nature of his interest therein 


Place New Delhi 

Dated this i6th day ot December. 1988 


For J K Industries Limited 
Sd/- 

(AK KINRA) 

Vice President (Commercial) 
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in solid support of the strike. But this did 
not help the strikers, it only complicated 
matters. The behaviour of the state CITU 
leadership was really strange. At first it kept 
silent for some time. Then Monoranjan Roy, 
general secretary of the state CITU, issued 
a statement to the press that some naxaiite 
elements had infiltrated the CITU union at 
Dunlop. This was denied by the local CITU 
leadership through a letter addressed to 
Monoranjan Roy signed by office-bearers 
and executive committee members of the 
Dunlop CITU union. The Hooghly district 
zonal committee of CITU issued a leaflet 
and the daily Ganashakti, organ of the state 
CPI(M), repeatedly accused the joint action 
committee of undemocratic behaviour for 
not consulting the workers on the state 
labour minister’s proposal and for continu¬ 
ing the strike arbitrarily. All these actions 
presumably had the backing of the domi¬ 
nant leadership of the state CITU. The joint 
action committee denied these allegations 
and issued leaflets to the effect that it had 
organised a number of group meetings and 
explained the whole matter to the workers. 
It argued that it was unscientific and against 
all principles to hold general meetings while 
the strike was continuing. This position, of 
course, is not really tenable. The joint ac¬ 
tion committee ought to have held a general 
meeting and taken the opinion of the 
workers on the state labour minister's pro¬ 
posal before beginning the continuous strike. 

From reports it was clear that the domi¬ 
nant leadership of the state CITU wanted 
the joint action committee to accept the state 
labour minister’s proposal. It did not want 
the workers to launch the strike, not to speak 
of continuing it, though it could not oppose 
the strike openly. After waiting for some 
time, it took steps to break the strike from 
below. After two-and-a-half months’ strike, 
a signature campaign was organised among 
the general worken at the initiative of CITU 
to force the local Dunlop union leadership 
to accept the labour minister’s proposal and 
to end the strike. It is not known why the 
state leadenhip could not persuade the local 
Dunlop union leadership to call a general 
meeting of the strikers to take their verdict. 
The dominant leadership of the state CITU 
sought the help of Subrata Mukherjee, Con¬ 
gress MLA and leader of the state INTUC, 
to end the strike, lb launch a signature cam¬ 
paign in this manner was an unprecedented 
step. 

Neither the Left rront nor the CITU 
leadership took any steps to improve upon 
the formula suggested by the state labour 
minister. Would it have been wrong if such 
an attempt had been made? Would it have 
meant a step against the Left Front govern- 
ment? Cannot a minister err in his judg¬ 
ment? Should the CITU blindly support any 
and every step of the state government? 
There is no doubt that the CITU must stand 
in support of the Left Front government 
against the attacks of Congressfl). The local 
Dunlop leadership might have committed a 
major mistake in not taking the democratic 
verdict of the workers before launching the 


continuous strike. But the objective fact that 
six thousand workers, without any help from 
the state leadership, waged a battle for three 
months showed that the state labour 
minister’s formula was not readily acceptable 
to the workers in general. However, accor¬ 
ding to the Ganashakti, two thousand 
signatures were collected and there was 
resentment among the workers against con¬ 
tinuing the strike. Md Ismail wrote a letter 
to the chief minister on August 20 for his 
intervention. The chief minister csdled a 
meeting of the representatives of the 
management and the workers on November 4 
and a settlement was reached. The strike was 
withdrawn from November 6 after a mass 
meeting which was addressed by Md Ismail 
and others. The terms of settlement included 
the following: 

(1) It is agreed that the basic wages of all 
workmen will be increased by Rs 100 pm. 
The above increase will attract all fringe 
beneflts. 

(2) The existing other allowances will be in¬ 
creased by Rs 125 pm. The details of this 
will be worked out by the parties at the 
bipartite/tripartite level within a period of 
seven days. 

(3) (a) The workmen will accept seven days’ 
working on continuous basis with staggered 
off days. There will be no additional pay¬ 
ment for this. 

(b) Those who are getting Sunday allowance 
will continue to receive it as personal pay. 

This settlement is to remain in force till 
October 31, 1991. There is no material dif¬ 
ference between the formula suggested by 
the state labour minister and the terms of 
the settlement reached except that the 
workers’ dues regarding the amount of 
arrears were concretised. 

From available reports it appears that the 
workers in general were willing to end the 
strike and there was a sense of victory at the 
end of the strike. Though the workers gained 
a rise of Rs 225 per month in total emolu¬ 
ments, the management was able to in¬ 
troduce seven days’ continuous work for all 
without any extra remuneration. Formerly, 
this was limited to a section who were paid 
an extra allowance. The victorious mood 
which prevailed among the workers after 
three months of strike struggle could not be 
there if no strike had at all been launched. 

In a lengthy article published in Gana¬ 
shakti the local Dunlop leadership was 
criticised not only for their ‘undemocratic 
action’, but also for causing unnecessary suf¬ 
fering to the workers for continuing the 
strike for three months as there was no im¬ 
provement of the terms of settlement even 
after three months of strike. But the article 
did not spell out what steps the CITU 
leadership had taken to improve the formula 
of the state labour minister. Many instances 
of important strikes can be cited where the 
workers did not gain anything in economic 
terms. What were offered before the strike 
remained the same even after continuous 
strike; in some cases they sufferc^d a loss. In 
the historic railway strike of M^ 1974, the 
terms offered by the central government 


■fl 

before the strike could not be improved even | 
after the heroic battle fought by the railway 1 
workers. Moreover, many were victimised. \ 
Should we then characterise the railway-^ 
strike to be wrong or a mistake? In this con- 
nection it is important to remember Marx’s ^ 
teachings: “Now and then, the workers are ; 
victorious, but only for a time. The real fruit ‘ 
of their battle lies not in the immediate result 
but in the ever expanding aim of the ' 
workers... But every class struggle is a : 
political struggle.’’ Further, “strikes awaken 
all social revolutionary instincts in the 
masses which are concealed in the inner ' 
recesses of every workman.. . Every strike 
is more valuable since it extends and deepens 
the gulf between the bourgeois class and the 
masses, for it proves to the workers in the 
plainest way the absolute incompatibility of 
their interests to that of the capitalists and 
owners... As a matter of fact, there is no 
better means of wresting the workers away 
from the political influence of the bour¬ 
geoisie than a strike...’’ All these were writ¬ 
ten by Marx about 150 years ago. Mote such 
teachings can be qtinted. All these hold good 
even today. Marx valued much the weapon 
of strike. It seems that the CITU and the 
CP1{M) leadership have forgotten these 
teachings of Marx since the Left Front 
assumed power in West Bengal. 

LESSONS TO Ponder Over 

The lock-out by Bata India continued 
from July 9 to November 9 and the strike 
by Dunlop workers continued from August I 
to November 5. The two actions took place 
simultaneously. But not to speak of organis¬ 
ing solidarity campaigns in defence of the 
workers, the state CITU leadership did not 
even call a meeting of the state working com¬ 
mittee to discuss the two important issues. 
The .state CITU leadership could call several 
working committee meetings to discuss the 
raising of funds for the Bakreshwar Thermal 
Power Plant which is a non-issue before the 
working class of West Bengal, but it could 
not find time nor did it think it necessary 
to call a meeting of the working committee 
to discuss the important issues of the Bata 
lock-out and the Dunlop strike: Was this pro¬ 
per and democratic on the part of the state 
CITU leadership? The two industrial dis¬ 
putes have shown that the Left Front and 
its government and the CITU have little 
power against managements and have to 
submit to their blackmail, but they have 
enough power to force unions and workers 
to call off strikes. 

Another point should be noted, In both 
the cases, the leadership which was con¬ 
sidered to be anti-struggle and pro-manage¬ 
ment was defeated in the aimual general elec¬ 
tion of the unions. This shows that there is 
simmering discontent among the workers 
against the policy of discouraging class 
struggle pursued by the Left Front since its 
assumption of power in West Bengal. This 
is not at all encouraging for the future of 
the working class of West Bengal. Will the 
CPI(M) and CITU leadership ponder over 
these issues? 
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Nationalities Problem in USSR 

Discord over Nagorno-Karabakh 

P I, Daf^h 

While the nationalities problem in the USSR has been politically 
solved, ethnically it still awaits a solution. The incidents over 
Nagorno-Karabakh attest to the existence of deep discord among 
some Soviet nationalities. 


FROM the Ballit republics to the C,aucasus, 
winds of change are blowing over the USSR. 
The officially undertaken processes of perest¬ 
roika and glasnost have added velocity to these 
winds. The most striking features of harmony 
and congruity of the various nationalities who 
have been living for decades within the 
boundaries of the Soviet Union are now being 
questioned by the disaffection recently shown 
by the people of Vilnus. Riga, Alma Ala, 
Sumgait, Stepanakert and Yerevan The receni 
disturbances in lhe.se cities have also brought 
to the forefront the lundamental principles of 
Soviet nationality policy, its viability in an 
environment of democratisatioii, iis suscepti¬ 
bility to the politics of glasnost and economics 
of perestioika 

Ncvei belorc since their incorporalion in the 
Soviet Union did any ot these republics, especi 
ally Azerbaijan, Armenia and Kazakhslan, 
witness disturbances of such magnitude. The 
Azerbaijan SSR was formed on April 2K, 1920, 
Armenia on Novemlrer 29, 1920 and Kazakh.stan 
on Dcccmbci 5, 1936 The que.stion ol their 
territorial boundaries never arose in the face 
of the ruthless dictatorship under Stalin, nor 
it did emerge as a woithwhilc issue during 
subsequent leaderships The process of glasnost 
has thrust the i.s.sue into the limelight The 
rapidly proliferating information about the 
Caucasian civil disturbances, its nature, extent, 
and consequences, have given a new colour to 
the whole is.sue of Soviet nationalities policie.s, 
making everyone feel that in and around 
Nagorno-Karabakh, Gorbachev’s glasnost is on 
public trial. 

BACKCiROUND l() fHI. PROBLEM 

Nagorno-Karabakh, a mountainous region 
where people are mainly engaged in cattle 
raising, sheep breeding and various forms of 
agricultural activities, came under occupation 
of the Tsarist empire in 1823 under Nicolas-I. 
Coming under the administration of the 
Russian empire, then aspiring to extend its 
terrttories in the Caucasian and central Asian 
regions, the Karabakh area was organtsed in 
1840 as the Shushen.skiy Uyezd, deriving the 
name from the town, Shusha, still an important 
commercial and civil lown-Mp in Nagorno- 
Karabakh. The Uyezd had an area of 11,911 sq 
km with a population of 1,40,000, whose 
nationalities composition was S8.2 per cent 
Armenian, 41.5 per cent Azerbaijanis, and 0.3 
per cent Russians. 

The October Revolution of 1917 and the civil 
war following i;t’broughi many drastic changes 
to the Soviet tdltitory. From the enemy hold, 
the area returned to Soviet power in 1920. On 


July 7, 1923, the Sbushenskiy Uyezd was 
renamed Nagorno-Karabakh and retained 
within the Tfanscaucasian Soviet Federated 
Socialist Republic which then consisted of 
Armenia, Azerbaijan and Georgia and had 
joined the USSR when it was formed on 
December 30, 1922. 

In early 1923, a commission with an 
Armenian majority under the chairmanship of 
Kirov was formed to finalise the fate of 
Nagorno-Kaiabakh. Then there were no popular 
efioits by Armenians to mcigc this territory 
with Armenia. Therefore the commission 
decided that Nagorno-Karabakh should remain 
III Az.eibaijaii. When the Transcaucasian 
federation was dissolved and all Us component 
republics became independent on December 5, 
1936, Nagorno-Karabakh, despite its Arnienidii 
majority, was letaiiied within the territorial 
boundary of Azerbaijan It was primarily 
because of economic icasoiisihal it was kept 
within that republic. 

The economy and geography ol Nagorno- 
Karabakh are closely inter-related The main 
transport links, highway and railway, tend 
eastward and southward. The piincipal rail 
route stemming north-east from Stepanakert to 
Yevlakh in Azerbaijan connects Yevlakh- 
Stepanakert subline with Baku-Tibilisi main rail 
line. There is another route connecting 
Stepanakert with Garadiz near the Iranian 
border The hilly region in the west does not 
have any transportable road fiom Nagorno- 
Karabakh to Yerevan, A mountainous road 
crossing the Armenian panhandle goes through 
Nakhichevan A SSR to Yerevan. Thus, the best 
possible railway connection of Nagorno- 
Karabakh with Armenia is cither through Baku 
01 thiough the line along the Iranian border 
crossing various townships such as Ardubad, 
Dzhulfa, Nakhichevan, Itlichevsk, Ararat and 
Artashal on the way to Yerevan. 

The economic development of Nagorno- 
Karabakh depended much on its transport. 
Surrounded by high Caucasian hills, the place 
remained akin to a secluded valley. The primary 
occupation was cattle and sheep breeding, 
poultry raising, piggery, orchards and vineyard 
operations, and some cotton cultivation. 
Although the principal economic activities of 
the population remain agriculture, the percen¬ 
tage of rural population has been declining 
from 74 per cent in 1960 to 62 per cent in 1970 
and to 51.8 per cent in 1987. This decline is 
clearly indicative of an upward surge in 
industrial development. During the Soviet 
years, Nagorno-Karabakh’s economic achieve¬ 
ments have been fantastic. In some cases, it has 
even overtaken the national average. 


Under Soviet rule, many modern features' 
have appeared. They include a hydro-electric 
station on river Terier. Stepanakert, the capital 
is the most active industrial centre with a 
laclory for production of electrical gadgets, a 
tannery and shoe factory, a furnilurc plant, few 
brick kilns and a small construction material 
.sectoi Shusha is the sei'ond industrial township 
with almost the same pattern ot industrtes. 

LiHNIt TANCiI F 

More pertinent than the factors of history, 
geography or economy that has triggered the 
unrest in Nagorno- Karabakh is the ethnic 
tangle. The specific endeavour of different 
ethnic groups and nationalities in upholding 
their own culture, language and religion has 
created obstacles for proper inter-ethnic 
assimilation Nagorno-Karabakh with its 
majority population being Aimenian belonging 
to Armyano-Gregoryaii group of Christianity, 
is landlocked by a predominantly Muslim 
dominated Azerbatjan. In this peculiar situ¬ 
ation, the two diverse pieces of land pose an 
ethnic tangle. From this ethnic tangle stem the 
political, adminisirulivc, and physical diffi¬ 
culties of merger of Nagorno-Karabakh with 
Armenia Physical geography ol the present 
location ol Nagorno-Kaiabakh makes a mergei 
with Aimenid wcllnigh impossible because the 
nearest boundary between Armenia and 
Nagorno-Karabakh is set apait by about 70 
kilometres of Caucasian hills. The single most 
important factor is their ethnic affinity 

In this connection, it is interesting to note 
the ethnic composition ot the population of 
Nagorno-Kaiabakh It is estimated that “about 
1,60,000 Azerbaijanis live in Armenia, a 
republic with a population of 3.1 million. 
Azerbaijan has a population of 6.3 million 
including about 4.75,000 Armenians!’ The table 
gives the nationalities composition of Nagorno- 
Karabakh through past to present. 

It is interesting to note the declining growth 
of the Russian population, fluctuating growth 
of other numerically negligible nationalities and 
the steady growth of Azerbaijani population. 
Between the period from 1959 to 1987, there 
has also been a growth of Armenian population. 

GENESIS OF THE CONFLICT 

The common complaint of the Armenian 
population in Nagorno-Karabakh is that their 
culture has been stifled by the Azerbaijani 
authorities. Their language is dying; it was not 
being taught in the schools. There was little 
scope for any cultural entertainment or national 
Armenian art shows. Their religion was dif¬ 
ferent. The local population was apprehensive 
of their rich culture very soon dying under the 
Azerbaijani domination. The Armenians in 
Nagorno-Karabakh thought that their culture 
could be saved through a merger with their co¬ 
ethnic brothers. Deep anguish and simmering 
discontent erupted into riots and street 
demonstrations. The Armenian people resolved 
to put Gorbachev’s glasnost to a test; they 
marched ahead with unprecedented vigour and 
unheard of demands. 

Amidst upheaval and upsurge, the strikes 
began in February 1988 and initially continued 
for four days. The workers were determined 
while the authorities were nonplussed. The first 
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secretary of the Armenian Communist Party, 
Karen Demirchyan, repeatedly called on the 
people to repose their trust in him and call off 
the strike; but such a call fell on deaf ears. 
Demonstrations and strikes continued in 
Yerevan. No sooner did the Kremlin turn down 
the Armenian demand on February 23, 1988 
for the return of Nagorno-Karabakh to 
Armenia than the Armenians resorted to a 
prolonging strike. Demonstrators poured into 
the capital. Yerevan, and reports from 
eyewitnessess reaching Moscow a couple of days 
later brought the news that “up to half a million 
people had demonstrated in the Armenian 
captial". An earlier report had suggested the 
number was around 2,CX),0(X). 

The authorities took enough preventive steps 
to render the demonstrations abortive. 28 mili¬ 
tary aircrafts flew to Yerevan with solidiers from 
other Soviet republics on the night of 
t-ebruary 25. By next morning the.se soldiers 
took their positions at such strategic points as 
the airport, TV and radio stations, post offices 
and other places. Yet the demonstration con¬ 
tinued Reports about casualties were first 
officially denied, then, in a space of few hours, 
confirmed 

The denionstralions were noi confined lo 
Ycievan alone Apart from the Armenian 
capital, unruly crowds look to the streets in 
Stepanakert and Stimgail. In fact, strikes and 
demonstrations in all these three cities, 
subslantiall) awav liom each other in distance, 
overlook the events with sweeping rapidity. 

1 htis, the lung overdue resenlment that was 
cool for decades soon became eruptive. 
Sumgait, a lelalively young township 32 
kilometres off Baku, witnessed iis worst 
tragedy The content and intent oi riot in 
Sumgait considerably differed from the mostly 
peaceful demonstrations in Stepanakert and 
Yerevan. In Yerevan and Stepanakert, it was by 
Armenians, while in Sumgait, it was by 
Azerbaijanis. T he lormer demanded a merger 
of Nagorno-Karabakh with Armenia while the 
laller rioted in protest against this merger. 

The not was, bc^ond all espectations, violent 
enough. It was unotficially reported by a Sosict 
journalist that in the process of nationalist 
demonstrations, an Armenian girl was burnt 
alive: her charred torso was later dragged and 
mutilated on the street. A Soviet foreign 
ministry spokesman, Gennadi Gerasimov, said 
that “the death loll from rioting had risen lo 
32". Other gruesome deaths were also reported. 
It was not exactly known what motivated the 
demonstrators and the rioting mob. But 
casualties were there. A man who spoke before 
a gathering of 3(10 m a Moscow churchyard said 
he “saw a pregnant wciman who had been 
hacked to death, her womb slushed open and 
the unborn baby mutilated ... othei people had 
had their ears and fingers cut off 

Material loss was also heavy. The mob look 
to shattering window panes, setting houses afire 
and ransacking homes. Theie were reports of 
gang rape, mole.stations, robbery and other 
cruelties. Precisely, for a short while, Sumgait, 
went out of control of the authorities The 
authorities soon imposed curfew and later 
widened it from dusk to dawn. A tense atmos¬ 
phere continued to prevail. Journalists were not 
allowed to visit the curfew-ridden area and 
initially only eyewitness reports of those who 


fled from Yerevan, Sumgait or Stepanakert 
reached to Moscow. 

In the meanwhile, students of Moscow State 
University, belonging to both nationalities went 
to their dean to demand the formation of their 
own organisations and student associations. 
The university authorities were earlier practising 
restrictive measures on students from Armenia 
and Azerbaijan dealing with drugs. Demands 
from the same students for associations with 
separate identity came as a shock and the dean 
did not concede to their demand. 

In the last week of April 1988, hundreds of 
Armenians also gathered and filed past the 
Armenian cemetery in Moscow lo 
commemorate the 1915 massacre and those who 
died in the Sumgait riot in February. 

While the Sumgait eruption was brought 
under effective control, Baku stuck to its gun 
by protesting against Nagorno-Karabakh's 
merger with Armenia The strikes continued to 
paralyse the life in Nagorno-Karabakh and 
Yerevan till the day ihc devastating earthquake 
visited the area 

THf M'SFIA FACIDK 

In Yeievan and Stepanakert where the 
disturbances continued unabated for four 
months from the end of February to the 
beginning ol July, the single most influential 
mafia factor was that of its religious 
institution—the Church. Next m magnitude 
were the political, bureaucratic and nationalistic 
mafias. Popular .sentiments glided for a few 
weeks in the sway of this mafia, leading 
thousands o) people to the mainstieam of 
demonstration. 

At the very inception of outbursts of street 
demonstrations in Yerevan, the Armenian 
patriarch, 1 Vazgen, delivered a lengthy .sermon 
to all Ainienians ovei Yerevan radio in its 
international service on February 26 The 
pati larch believed that the demand was 
"natural, legal and constitutional and 
expressed confidence that the Soviet higher 
authorities “would arrive, with utmost 
.solemnity, at a just and impartial deci.sion 
commensurate with the perestroika and demo¬ 
cracy of our days". The patriarch also sent a 
“comprehensive telegram” to Gorbachev 
“asking fur his decisive intercession in favour 
of aspirations of the Armenian inhabitants in 
Nagorno-Karabakh”. 

Around ihc same time, the spiritual leader 
of the Muslims of Caucasus, Sheikh-al-Eslam 
Allashukar Pashayev called for peace in the 
name of God. Contrary to the call of the 
patriarch who considered the Armenian 
demands legal and constitutional, Pashayev’s 
call was for “creating their own joint welfare 
within the united Soviet family under condi¬ 
tions of mutual trust and friendship”. He was 


against the merger of Nagorno-Karabakh with 
Armenia. 

The juxtaposition of two religions in the area 
begot a polar opposite attitude of both the 
republics, thus elongating a peaceful solution 
of the issue. This also considerably encouraged 
a sense of camaraderie among the strong 
adherents of the respective religions to counter¬ 
pose each other, supporting and opposing 
the secession of Nagorno-Karabakh from 
Azerbaijan to Armenia. 

No better account of a corrupt political 
mafia could be cited than the one which 
appeared in Bakinskiy Rabachiy on May 22, 
1988. It dilated the activities of B S Kevorkov 
who headed Nagorno-Karabakh party organi¬ 
sation for 15 years and freely allowed his 
shortsightedness to spread far and near. His 
attitude to vital matters of importance in 
Nagorno-Karabakh party organisation led the 
situation to a virtual one man rule. Major errors 
were committed in cadre .selections; professional 
and political qualities of people were ignored 
and sycophants occupied important slots. The 
centra! committee of the Azerbaijan Communist 
Party discussed all these errors of B S Kevorkov 
and his colleagues V A Bogoslovsky and 
A A Aslanov It expelled Kevorkov, first 
secretary of Nagorno-Karabakh, from the 
CPSU, It also reprimanded Bogoslovsky, 
second secretary of Nagorno-Karabakh and 
Aslanov, chairman of the local Soviet for their 
shortsightedness Oenrich Pogosyan became the 
new party chiel of Nagorno-Karabakh. 

But Pogosyan could not obliterate the 
pernicious imprints of the decade long poli¬ 
ticking of this powerful mafia. The lootprints 
of the Kevorkov days continued to wreck the 
administ.alion. making it all the more 
inctficient in the face of challenging tasks posed 
by perestroika and glasnost 

The huieaucfatic mafia in Nagorno- 
Karabakh which was invisibly connected with 
the naiionalisi mafia and sujiporied by religious 
groups and political patronage did havoc to the 
detriment ol Nagorno-Karabakh's Armenian 
population. It IS precisely this havoc which 
Ignited the spark ol animosity of the Armenian 
population living amidst the Azerbaijani 
majoiily. 

GOVbRNMENl AniTUDE 

The Kremlin leaders were alarmed by these 
uncommon developments in Nagorno- 
Karabakh. They knew that certain anomalies 
were meted out by the dominating nationality 
to the dominated one; but they never expected 
the situation to gel so uncontrollable in .so short 
a lime. Gorbachev's admittance at the 27th 
CPSU Congress in February 1986 that the 
CPSU “tradition traceable to Ixinin of being 
particularly circumspect and tactful in all that 
concerns the nationalities policy and the 


Tabif; Ethnic Composition oi Nac,orno-Km<miai,h 


Nationality 

1840 

1959 

1970 

1979 

1987 

Armenians 

81,480 

1,10,053 

1,21,068 

1,23,076 

140,400 

Azerbaijanis 

58,100 

17,995 

27,179 

37,264 

37,800 

Russians 

420 

1,790 

1,310 

1,265 

1,200 

Others 

NA 

568 

756 

576 

600 

Total 

1,40,000 

1,30,406 

1,50,313 

1,62,181 

1,80,000 


Source: Soviet Geography, Vol XXIX. January 1988 and other sources. 
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interests of every nation or nationality, national 
feelings calls at the same time for resolute 
struggle against national narrow mindedness 
and arrogance, nationalism and chauvinism, no 
matter what their guise may be" was indicative 
enough of their awareness of the problem. 

A clearer admittance of the persisting 
nationality problem was once again hinted in 
a special resolution adopted by the 19th CPSU 
conference in June 1988. It said: “the need for 
the social, economic and cultural development 
of certain republics, autonomous entities and 
ethnic groups were not fully taken into 
consideration. Many acute questions that 
derived from the very development of nations 
and nationalities were not resolved, which now 
and then escalated into conflicts. We still 
witness cases of national egoism...!' 

However, when the Nagorno-Karabakh issue 
escalated the nationalist passions spreading 
from peaceful demonstrations to violent 
massacre in .Sumgait, Gorbachev himself 
intervened and called for peace. In a speical 
message to the peoples of Armenia, Nagorno- 
Karabakh and Azerbaijan, he openly admitted 
the accumulated grievances of the Armenian 
population in Nagorno-Karabakh, expressed 
deep concern over the undesirable incidents, 
called for prudent judgment, display of civic 
maturity and restraint, appealed for showing 
in practice the tremendous strength of socialist 
internationalism and made a hopeful request 
to the people to ensure normal life, work and 
public order. He also expressed hope that the 
new leadership “must lake urgent measures to 
rectify the situation". 

The Kremlin also u.sed the method of shuttle 
diplomacy of its high emissaries and sent them 
to Armenia, Azerbaijan and Nagorno- 
Karabakh. Such emissaries included top 
Kremlin stalwarts like Dolgikh, Lukyanov, 
Ra/umovsky. and Demichev The gravity of the 
situation precipitated their active personal 
involvement in the Caucasian trouble spot. 
While Mikhail Gorbachev and Alek.sandr 
Yakovlyev discussed the issue with di.ssidents in 
M0.SCOW for several hours on February 27, 1988, 
Vladimir Dolgikh and Anatoliy Lukyanov flew 
to Yerevan. Both of them arc secretaries of the 
CPSU central committee and candidate 
members of the politburo. Accompanied by 
Karen Demirchyan, the Armenian first sec¬ 
retary, they met with workers, talked to them 
about labour discipline, enquired about the 
social and economic problems and urged the 
workers to give up protest. At the same time, 
another CPSU central committee secretary, 
G Razumovsky went to Baku and began his 
assessment of the situation, in particular the 
attitude of the Azerbaijani authorities. Later, 
all of them, speaking before the party workers 
and journalists, endorsed the Kremlin position 
that transfer of Nagorno-Karabakh from 
Azerbaijan to Armenia would run counter to 
the national interests of the Soviet Union, and 
there was no need for such a transfer. 

Their assessments also tallied with the 
appraisal of Aleksandr Katushev, Soviet deputy 
procurator general, who was deputed to 
Stepanakert to assess the disturbances in 
Nagorno-Karabakh. Supporting Gorbachev's 
appeal for peace, all these emissaries singled 
out the conipUcated constitutional crisis that 


might arise out of the given situation. It was, 
however, decided that a special commission of 
the Supreme Soviet be set up to go into the 
problem of Nagorno-Karabakh and uke appro¬ 
priate decisions. 

THE CONSTITUTIONAL CRISIS 

The constitutional provision, according to 
Article 78 of the 1977 Soviet constitution, 
implies that the “territory of a union republic 
cannot be changed without its consent. 
Boundaries between union republics may be 
changed by mutual agreement of the concerned 
republics which should be approved by the 
Union of Soviet Socialist Republics”. In this 
situation, the dissenting attitude of Azerbaijan 
for secession of Nagorno-Karabakh and its 
transfer to Armenia has created a consitutional 
deadlock. 

The constitutional crisis is further deepened 
by Article 79 of the Soviet constitution which 
says. "The union republic determines its terri¬ 
torial, regional, district and local divisions and 
resolves other questions of administrative- 
territorial structure”. 

The melodramatic situation developed 
briskly when the Nagorno-Karabakh region 
violated the constitutional provision enshrined 
in Article 79. On February 20, 1988, Soviet 
peoples’ dejsuties of Nagorno-Karabakh took 
a decision in an extra-ordinary session to make 
an application to the Armenian parliament for 
accepting its secession from Azerbaijan and 
merger with Armenia. This was done without 
asking the authorities in Baku and thus 
violating the provisions of constitution. 

Studying the situation over a period of four 
long months, the 7th session of the Armenian 
Supreme Soviet met in Yerevan on 15 June, 
1988, and on the basis of the February 
application of Nagorno-Karabakh, consented 
for Its merger with Armenia. It also asked the 
USSR Supreme Soviet to consider the question. 
Thus, the constitutional provision was violated 
when Azerbaijan was not consulted about 
Nagorno-Karabakh and the USSR Supreme 
Soviet was directly asked to consider the matter. 
This ruptured the Azerbaijani ego. 

On June 23, 1988, the Kremlin clarified its 
uncompromising position. The Kremlin 
spokesman, Alexandr Yakovlyev, told a 
gathering of journalists that “the USSR 
Supreme Soviet, which has been addressed by 
both the republican assemblies, cannot and 
must not order the transfer without the consent 
of Azerbaijan as under the Soviet constitution 
each republic is sovereign!’ 

The situation turned further complicated in 
the middle of July 1988. Meeting in 
Stepanakert, with 101 of the 150 deputies 
present, the Nagorno-Karabakh Soviet PTOple’s 
deputies took three main decisions: (1) regarding 
secession of Nagorno-Karabakh from 
Azerbaijan, (2) to rename Nagorno-Karabakh 
to Artsakh Armenian autonomous region and 
(3) a call to the strikers to end the strikes. This 
happened on July 12, 1988. The same evening, 
the presidium of Azerbaijan Supreme Soviet 
opened its session in Baku and ‘ -sroclaimed the 
decision of the session of Nagorno-Karabakh's 
Soviet of People's Deputies null and void and 


revoked it on the strength of Article 87 of the 
USSR constitution..!' 

A few days later it was taken up to the 
presidium of the USSR. The presidium is the 
standing body of the Soviet parliament to 
exercise full state authority between its biannual 
sessions. Former president Andrei Gromyko 
was then its chairman, on July 18, the 
presidium met, heard many divergent view 
points, listened to the adamant stand in favour 
of secession propounded by Genrikh Pogosyan, 
first secretary of Nagorno-Karabakh, and 
finally resolved that no transfer of territory 
would take place. 

SOME General conclusions 

The incidents in and around Nagorno- 
Karabakh during the past six months attest to 
the existence of deep discord among some 
Soviet nationalities. Some general conclusions 
could be arrived at on the basis of all that had 
happened in the Caucasian republics 

Firstly, there is ample evidence to prove thai 
while the nationalities problem in the USSR has 
been politically solved, ethnically it still awaits 
a solution. There exisl.s a yawning gap between 
the leninist theory of socialist internationalism 
and the Soviet practice of it What concerns 
fostering of harmony among Soviet nationa¬ 
lities through the internationalist pattern of 
education has been badly neglected Many 
Kremlin utterances are evidence of this. 

Secondly, the Kremlin leadership has shown 
enough patience, perseverance, prudence and 
plurality of opinion in carrying forward the 
deadlock to a solution, if at all it could be called 
a solution. It has encouraged shuttle diplomacy, 
persuasion of the concerned parlies, negoti¬ 
ation with them and various other convincing 
democratic methods. 

Thirdly, no brutality, cruelty or incredible 
coercion has been used this time to solve the 
issue. Other than making persistent efforts to 
woo the demonstrators into agreeing to the 
official position by making various promises 
and economic concessions, the Kremlin has not 
done any noteworthy job to settle the Nagorno- 
Karabakh issue permanently 01 to the liking of 
Armenians for whom the issue is of direct and 
prime concern. 

Fourthly, in the framework of what has been 
resolved by the Supreme Soviet committee on 
Nagorno-Karabakh headed then by Andrei 
Gromyko, recurrence of such future distur¬ 
bances cannot be ruled out. Rather it is 
assumed that the issue is not resolved; it is kept 
in abeyance under pretext of constitutional 
impermissibility. 

Finally, the totality and magnitude of 
Armenian and Azerbaijani disturbances put the 
Kremlin in a fix and thrust upon the leadership 
a critical challenge to which it has demonstrated 
no tangible wisdom. If Kaliningrad, hundreds 
of miles away from the Russian federation 
could be under control of the RSFSR, it would 
have been well within the limits of Supreme 
Soviet’s power to put Nagorno-Karabakh 
similarly under the administrative control of 
Armenia. An effort could certainly have been 
made to persuade Azerbaijan to accept the 
reality of the challenge, manifest wisdom to call 
a spade a spade and not oppose the transfer ' 
of Nagorno-Karabakh to Armeinia. 
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I 

IN mairntream economic thinking, till 
recently, the industrialisation and economic 
growth of the western economies has been 
seen as an historical example or model of 
the kind of economic transformation, that 
the developing countries, struggling with 
problems of unemployment, malnutrition, 
poverty and the likeshouldlookforward to.' 
Many views and theories have been put for¬ 
ward by economic historians and. other 
social scientists such as Ralph Tawney, Max 
Weber, Karl Polanyi, Phyllis Deane and 
Maurice Dobb to name only a few.* Others 
who have contributed to an understanding 
of this process are Leo Huberman, Simon 
Kuznets, F. F Denison, etc." The book 
under review is, in a real sense, a worthy se¬ 
quel of Karl Polanyi’s The Great Transfor¬ 
mation which studied the political and 
economic origins of our times. Surprisingly, 
the authors have not referred to this work. 
This book once again looks at the market 
system from a broad perspective in the hope 
that it will lead to an understanding that will 
help policy formulation in future. 

This book is the result of a long and 
fruitful research collaboration between an 
eminent and respected economist, Nathan 
Rosenberg, and a legal scholar, L E Bird¬ 
zell, Jr. They ask themselves why, over such 
a long period, the ‘western economies’ (the 
US, the UK, Canada, lapan, etc) managed 
to grow so spectacularly and why they ex¬ 
perienced such growth for the first time in 
recorded economic history. They note fur¬ 
ther the gradual, incremental nature of this 
growth. This book is a major multi-disci¬ 
plinary effort to understand the history and 
causes of western economic growth. It is a 
major contribution to this subject, and pro¬ 
vides an important and novel interpretation 
of this unique growth phenomenon. 

The richness of the west, according to 
Rosenberg and Birdzell, is in the excellent 
social services that gradually became 
available to the bulk of the population. “The 
move from poverty to wealth is, in a social 
sense, an advance in material well-being... 
an unusually high proportion of people were 
becoming better fed, healthier, and more 
secure... (it) is a move towards literacy, 
education, and variety of exjwrience... a 
move tow^s greater possibilities of privacy 
and individual choice... there are changes 
in what people consume, in the work they 
perform, and in their overall manner of 
living... Our focus has been on a widely 
shared value—the value of advancing the 
material welfare of human beings, as 


measured by the means available to the great 
majority of individuals to choose and shape 
the quality of the lives they lead” Further, 
they write that “a better understanding of 
how economic growth came about in the 
west should be helpful to those westerners 
who are concerned with public policy .. 

Though western growth was a gradual 
process, the west has created a powerful 
system for economic growth— “of a sort 
that could keep generating growth and even 
substantive advances in mateiial welfare for 
decades after the spirit had burnt out of it”. 
Arguing that earlier explanations of western 
economic growth in terms of the effects of 
science and invention, natural resource 
abundance, psychology, colonialism and 
imperialism, exploitative social relations, 
luck, etc, were partial in themselves, 
Rosenberg and Birdzell place much greater 
emphasis on non-economic factors such as: 
an economic sphere free from political and 
religious controls; the role of government; 
the organisation of economic activity; and 
the role of innovation, as factors conducive 
to the secular growth of the west. In 
Schumpeterian tradition, the authors write 
that “the immediate source of western 
growth were innovations in trade, technology 
and organisations, tn combination with 
accumulation of more and more capital, 
labour and applied natural resources, though 
these conventional factors of production 
were often a response to innovation”. 

Earlier, Karl Polanyi (in his erudite and 
scholarly book. The Great Than^ormation) 
in discussing the evolution from mercantile 
to industrial capitalism, had documented, 
from anthropological evidence, the gradual 
dominance of the market system, in the 
sense that social relations gradually became 
embedded in, and subordinate to, economic 
relations, e g, the conversion of labour 
power to a commodity. Rosenberg and 
Birdzell, on the other hand, insist that social 
and non-economic relations have remained 
distinct from economic ones, and that they 
played a key role in supporting the evolution 
of the market system in a way that facilitated 
growth. Milton Friedman, in his Capitalism 
and Freedom, had stressed the need for a 
‘free’ political system to complement a free 
market.'' Rosenberg and Birdzell would ap¬ 
pear to agree, but their argument is ba.sed 
on a deeper and sounder, study of history. 
F A Hayek warned of trends in the mid¬ 
thirties that were a Road to Serfdom.' Once 
again, Rosenberg and Birdzell would appear 
to agree, but their argument encompasses 
also more recent trends, such as the changes 
in China after Mao. 


This learned book consists of 10 chapters 
including an introduction and a chapter on 
policy implications; it runs through the 
period from the middle ages upto the pre¬ 
sent. The next section discusses the authors' 
views and contributions, and the final 
section contains our comments, 

II 

The starting point of the argument is the 
second chapter, and it discusses the charac¬ 
teristics of western society during the 14th 
and 15th centuries. I4th century society was 
characterised by an overwhelmingly agricul¬ 
tural cconomv v. uh 80-90 per cent of the 
total population engaged in agriculture; 
combined political and economic authority; 
the division of labour, and the determination 
of terms of exchange by custom, usage and 
law rather than by negotiation between 
traders. Farming methods were extra-ordi- , 
narily conservative and only when money 
agriculture displaced serfdom agriculture, 
was tt possible, in Holland in 16th century 
and in England and France in 17th century, 
to introduce change in agricultural methods 
which led to increases in food supply, 
population and urbanisation. 

The authors say, “In weaving the political, 
economic religious and social threads of 
community life into the pattern of a .single 
fabric under the leadership of a father figure, 
the middle ages reiterated the most ancient 
forms of community organisation” (p 43). 
The existence of urban centres dependent on 
the countryside for food and other raw 
materials led to development in trade by way 
of exchange of money. Society was not free 
from risk, uncertainly and insecurity existed 
in the market and in investment because of 
inherited rigid economic roles prized by 
custom and laws such as those of the old 
testament. There was a conflict between the 
lords and the town merchants over financial, 
political and administrative matters. The 
merchants wanted the control of taxation 
and trade to be in their own hands. But 
economic organisation independent of 
political control was conceptually as alien 
to the towns of the middle ages as to the 
manors. So far as the status of technology 
during the middle ages is concerned, the 
authors argue that, though there occurred 
a discontinuity of technology due to the 
barbarian invasions, the Roman technology, 
as a result of contacts between the west and 
the east European Roman empire continued 
to be available to the west and there were 
technological advances in the manufacturing 
of certain items like iron, gla.ss, textiles, etc, 
in the Roman empire which were mainly 
made by artisan invention. 

In fact, what the west’s feudal society had 
within itself, the authors argue, was the 
capacity for development into a successor 
society with accelerated technological 
change at a rate (especially after the 13th 
century when feudalism began to lose its 
grip on western life to towns with the institu¬ 
tions developing outside the feudal system) 
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.which left other societies far behind 
including the west’s own feudal antecedents. 
The politically autonomous city states 
became the centres of trade dominated by 
merchant families to whom trading rights 
and monopolies were the natural rewards of 
t political power. Nothing very similar to those 
n|>. states can be found in the great civilisation 
'I Of Asia or the Muslim world. The feudal 
V' society, which owned its decline to changes 
in the methods of warfare, decay of the 
I ' barter economy, and natural disasters of the 
I4th century, had yielded to a new economic 
!' ‘ onfer characterised by money trade and 
; negotiated prices by the end of ISth century. 

The third chapter consists of an analysis 
of the growth of trade in the west from the 
ISth century to the middle of the ISth 
i' century, that is, up to just before the 
' emergence of the factory system of produc¬ 
tion when the west had started colonising 
other countries and was on the road to 
technological, economic and political 
dominance. The growth of trade, both quan¬ 
titative as well as qualitative, which brought 
greater specialisation, as the authors believe, 
was the result of (a) the expansion of 
Europcf’s overseas trade, (b) a vacuum of 
political authority which was advantageous 
to the merchant class, (c) growth in the 
population of the west which more than 
doubled during 1600-1800, (d) urbanisation 
and industrial specialisation which require 
and create an extensive network of market 
relations, (e) improvements in transporta¬ 
tion. mainly maritime transport, and 
(f) growth in science and technology, though 
it is still an unresolved question whether 
technology causes market growth oi vice 
versa. 

Though free market trade was prevalent, 
the sovereigns did what they could, to exploit 
the import and export trade by making its 
various branches the exclusive privileges of 
the state or private monopolies in order lo 
maximise the revenue of the state. As far as 
the inter-regional trade was concerned, 
economically, if not politically, the oppor¬ 
tunities for muTually beneficial trade were 
extensive because of climatic and custom 
specificities of various regions in Europe. 
The need for trade was both political and 
economic because European agriculture was 
based on wheat which was a major con¬ 
sumption item in the form of bread in 
Europe. Thus, the price of bread was a 
political issue of utmost importance. The 
growth of trade was accompanied by raiding 
and free-booting and smuggling had ac¬ 
quired social acceptability in Britain and its 
American colonies. It was widely practised. 
Wearing, drinking and eating smuggled 
goods was common. The u.sc of the phra.se 
'robber barons’ is an aspect of the legitimisa- 
tion of such activities. 

The role of the institutional set-up in the 
growth of commerce forms the subject 
~. ihattcr of Chapter 4. The important instiiu- 
K tional changes, which reduced tne risk of 
|F trade—both political and commercial, 
I included the legal enforcement of contracts 
and property rights, bills of exchange and 
banking, insurance against transport and 
market risk, systematic taxation, economic 
a.s.sociation without kinship, douMe-entry 


book-keeping, the religious and moral 
system, the mercantile partnership of the 
political leadership and the divided Euro¬ 
pean political structure. The reasons for the 
adoption of double-entry book-keeping were 
that, the authors argue, it provided a check 
on clerical accuracy and an actualisation of 
the profit-seeking firm as a truly auto¬ 
nomous unit. Also the growing use of credit 
led to the adoption of this system because 
it was necessary to find an objective and 
quantitative method for evaluating the 
financial status and prospects of firms. 
Organisations’ loyalties, away from kinship, 
were created because (a) it was necessary 
among those merchants who shared the 
dangers of military life or life at sea and 
(b) the relatively small size of the group of 
merchants of the English and Dutch towns 
and cities made it feasible. 

The next chapter focuses on the develop¬ 
ment of western industry during the period 
of the first industrial revolution (1750-1880). 
The authors do not agree with the common 
belief that the factory system was the source 
of growth in the west, because, they argue 
(hat (1) development of commerce and 
commercial institutions preceded the 
development of modern industrial institu¬ 
tions and (2) the factory was never the domi¬ 
nant employer in the west. They attribute 
most of the changes in western industry and 
transportation to organisational and techno¬ 
logical developments in the form of increas¬ 
ed use of steam and water power in factory 
production and in land and water transpor¬ 
tation, though they were accompanied by in¬ 
creasing population and steadily rising 
agricultural productivity which led to the 
displacement of agricultural workers. In 
fact, the authors argue, the new factories and 
towns were a large pan of the solution to 
the displaced agricultural population, 
though contemporary observers considered 
them as disturbing and disruptive of the old 
social order and values and a source of 
misery. 

The remaining part of the chapter is 
devoted to a discussion on the growth of cer¬ 
tain industries (iron and steel, textile and 
ceramics), the effects of the factory system 
on workers and the financing of factories 
during 1750-1880. Though, initially, the fall¬ 
ing costs of transportation and mercantile 
initiatives in market building placed industry 
under pressure to produce more and thus led 
to a price-rise, later, in the 19th century, 
industry, through increased manufacture, led 
to the expansion of trade and transportation. 
The funding of factories was facilitated by 
the English country banks, which, by the 
usual effects of deposit banking, created the 
money supply necessary for the factories as 
working capital. The authors argue that the 
factory system affected the working class by 
displacing cottage workers, especially in the 
textile industry, and by the payment of low 
wages (in the beginning with longer working 
hours under oppressive conditions) but they 
contend that even then, it did not make mat¬ 
ters any worse for the workers with respect 
to what they could expect, and that later on 
it led to major advances n the welfare of 
the working class as a whole. (That they do 
not consider the impact of Manchester tex¬ 


tiles on Indian handlooms is another matter. 
This, we feel, is a major gap in the authors’ 
otherwise careful research.) 

The sixth chapter focuses on the origin 
and development of the corporate form of 
enterprise organisation, through a period of 
widespread adoption of laws for incorpora¬ 
tion by registration, up to the development 
of stock markets in the 1890s with special 
reference to the UK and the US in compari¬ 
son to France and Germany. The corporate 
form of enterprise, which evolved through 
guilds, regulated companies, chartered 
trading companies and franchised com¬ 
panies, and was preceded by joint stock 
companies in the beginning of 18th century 
in England, had, according to the authors, 
two advantages over other forms of enter¬ 
prise organisation; one, through the spread 
of commercial risk by way of market shares 
for different enterprises and second, through 
the control of the organisation by the selling 
of shares when dissatisfied with the entren¬ 
ched management hierarchy. The integration 
of mass production and mass distribution 
and the developed infrastructure led to 
changes in the corporation laws by the end 
of 19th century. The authors conclude that 
the development oi corporations in France 
and Germany during the 19th century was 
the result of the same economic forces which 
encouraged England and the US to adopt 
general incorporation laws. But the incor¬ 
poration of co-operatives and non-profit 
enterprises is a recent phenomenon and the 
authors feel that it should be attributed to 
the changing economic, social and political 
forces, other than legal restrictions on the 
variety of permissible modes of organisation. 

The growth of corporate organisation in 
trade and indu.stry and the impact of securi¬ 
ties markets on economic organisation 
during the period of the second industrial 
revolution (1880-1914) are examined in 
Chapter 7. TWo predominant beliefs in the 
industrial economy of America led to the 
formation of trusts by the end of the 17th 
century: one, the suppression of competition 
through consolidating competing enterprises 
was profitable and second, large enterprises 
were more efficient than the smaller ones, 
as a rule. It was the formation of trusts 
which led to the creation of markets in in¬ 
dustrial stocks and the formation of publicly 
held corporation.s. By 1914, most of the US 
industrial corporations were publicly held 
and were supporting regular trading in their 
stock. These changes in the size of the cor¬ 
porations were accompanied by changes in 
technology and changes in marketing. The 
organisation of labour was one of the 
obstacles in the way of large corporation for¬ 
mation, but was avoided by way of capital 
intensive methods of production and the 
minimisation of the use of labour. Stock ex¬ 
changes became popular in the US after the 
civil war. England was somewhat ahead of 
the US in this respect. Corporate securities 
were preferred to enterprises because it was 
(I) an insurance against long-term invest¬ 
ment risk, (2) it brought agency risks under 
better control, and (3) it made feasible the 
decentralisation of investment decision¬ 
making. 

The link between science and wealth 
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through industria) technology forms the sub¬ 
ject matter of Chapter 8. While commen¬ 
ting on the role of chemistry, physics and 
natural science in industrial technology 
separately, the authors argue that the role 
of technology in western economic growth 
could be explained in two ways; (1) western 
basic science created explanations of nature 
which had unprecedented potentialities for 
practical application and (2) the west bridg¬ 
ed the gap between science and the economic 
sphere and translated scientific explanation 
into economic growth, through a system of 
innovations first at the firm level and then 
at the level of the economy as a whole. An 
excellent example is the introduction of the 
assembly line method of production by 
Henry Ford. This system included industrial 
research laboratories on the one hand and 
the consumer purchase and use of a product 
or service embodying that knowledge on the 
other. An eminently readable account by an 
important participant in this process is the 
autobiography of Alfred P Sloan, Jr, My 
Years with General Motors. (Here again, the 
impact of this western technology on the 
south IS an a.spect the authors have not 
examined.) 

Chapter 9 deals with the question of 
diversity of the enterprise, its size, the role 
of mergers and the importance of small scale 
enterprises. The west had employed enter¬ 
prise organisations of all types and sizes 
depending on the nature of the economic 
mission. The diversity of enterpri.se. accor¬ 
ding to the authors, is a matter of tailoring 
organisations to different kinds of economic 
acitivity, especially innovations, and under 
competitive conditions, economies of scale, 
specialisation and flow-process management 
led to the differentiation among firms. The 
size of the enterprise, the authors believe, is 
determined by (a) price competition, 
(b) degree of success in innovation, (c) pro¬ 
duction and (d) mergers. As far as the rela¬ 
tionship between the size of an enterprise 
and the development of technology is con¬ 
cerned, there is a reciprocal causal relation¬ 
ship between technology and large enter¬ 
prise, i c, they contribute relatively more to 
technological developments, though the .size 
of the R and D expenditure depends on the 
potentialities of technology and there is a 
positive relation between perceived potential 
and R and D expenditure by large as well 
as small firms. The small enterprises are not 
only labour-intensive and useful for experi¬ 
ments with innovation, but they also do help 
in replacing jobs lost in declining enterprises 
and in removing bureaucratic rigidities, thus 
helping change and growth. (A study of 
small enterprises in the Indian economy, 
though is likely to lead to very different 
conclusions.) 

The last chapter is devoted mainly to the 
comparison of modes of organisation in 
capitalist and socialist countries and the im¬ 
plications or lessons of the western growth 
path for third world countries. While com¬ 
menting on the relation between political 
and economic spheres and the contribution 
of the political sector to economic welfare, 
the authors caution that the excessive belief 
in the political capacity to enhance economic 
welfare may lead to more political havoc 


than economic: and that is why, perhaps, 
western European socialists are redefining 
socialism to reduce their personal involve¬ 
ment in administering production and distri¬ 
bution. The authors argue that adverse 
political response to organisational innova¬ 
tion is inherent in democratic polities since, 
initially, innovation benefits only a few a 
great deal and it may threaten a large 
number of people committed to the status 
quo. Also, since these innovations are, by 
definition, changes in the distribution of 
authority and responsibility within the 
organisation, they may have to face effec¬ 
tive opposition unless they add to the autho¬ 
rity and responsibility of those already in 
control. The 20th century organisational 
changes, according to the authors, has led 
to separation between decision-making and 
operation and co-operatives have emerged 
as a way out between capitalist and socialist 
organisations. However, the comparison bet¬ 
ween capitalist and socialist modes of 
organisation, according to the authors, is 
problematic because (a) the theory or model 
or a real economy is always its surface 
ideology, (b) the meaning and context of 
‘profit’ and ‘manager* is different in the two 
systems, (c) there are differences in produc¬ 
tivity and goals, and (d) whereas the western 
world has always followed the experimental 
approach to the organisation of economic 
activity, the Soviets have always ignored it 
(or, should we add. till the era of perest¬ 
roika). 

As far as the third world countries arc 
concerned, the authors do not believe that 
it IS possible for them to imitate the west’s 
historical path to economic growth because 

(1) the starting conditions (social, political 
and economic) are entirely different in those 
countries from what they were in the west, 

(2) unlike the west, in most of today’s third 
world countries, political and economic 
power is consolidated and there is no easy 
way to undo that merger, (3) as against the 
innovation-led growth of the west, these 
countries are following a resource-based 
growth path, and (4) they lack a competent 
merchant, entrepreneurial and capitalist 
class unlike the west. Discussing the possi¬ 
bilities of resource extraction for develop¬ 
ment from the agricultural sector, the 
authors warn that if the third world coun¬ 
tries with a large agricultural labour surplus 
adopt this process of resource mobilisation 
from agriculture through taxation and forced 
sales, they may face the problem of weaken¬ 
ing of their agricultural sector itself without 
advancing overall economic growth; the logic 
being, according to the authors, that agri¬ 
culture was no: a factor in the growth of the 
west. The authors even caution about ex¬ 
cessive planning because its pitfalls were 
clear from the progressive abandonment of 
it in China. The authors conclude that the 
future of developing countries is much more 
problematic than it seemed before the end 
of colonial rule, since, they say, it has been 
realised now that neither the capitalist nor 
.;he socialist countries have mastered their 
ixtonomic problems. This should be a lesson 
for the third world. 

The conclusion about the third world 
countries seems to be both too general and 


partial. The authors make a self-contra- 
dictory generalisation when they warn the ■. 
developing countries against the exploiution ; 
of agriculture for development because it ; 
was not the case in the west, while agreeing .' 
that the social, economic and political con¬ 
ditions in these countries are different from 
what they were in the west. Also, the authors 
ignore the fact that Japan, which is one of 
the countries they refer to in detail in this 
book, had mobilised resources from agricul¬ 
ture, though that type of excessive taxation 
and exploitation is not desirable. In many 
of the developing countries after the advent 
of the green revolution, certainly a section 
of the farmers has become prosperous and 
there is almost complete consensus among 
development economists of these countries 
that agriculture has reasonable surplus 
potential which can be mobilised for 
development, though there are practical 
limitations to this process. 

A word about what the book does not 
cover may be in order. The authors discuss 
a tesource-based strategy for the third world, 
but they do not consider the resource deple¬ 
tion and pollution control aspects of such 
a strategy. Recent work (by Pernngs) has 
shown that the market solution will neces¬ 
sarily lead to environmental degradation in 
an economy-environment system.* Further, 
the book emphasised the positive role of 
science, technology and innovations in 
western growth and seems to imply that they 
have such a role in the third world. Yet, the 
book seems to be naive about both the 
nature of the relationship between science, 
technology and innovation and third world 
society and about its socio-economic impli¬ 
cations—this seems to follow from the . 
absence of any class analysis.^ Such work 
has been undertaken in the south, and if an 
understanding of the underlying processes 
is to be complete, as the authors wish, it will 
be necessary to look at all of this experience 
together. 

Ill 

What then are our reactions to this 
eminently readable book? It is difficult for 
any reader not to be swayed by the range of 
vision, the depth of scholarship, the vast 
scope of the inquiry, the number of major 
issues addressed—and the gradual, incre¬ 
mental nature of the argument advanced: 
what specific features led the west to an 
open, inquiring, democratic, innovative and 
entrepreneurial style which then led to what 
is called the free market system, and. 
through it, to economic growth on a scale 
unimagined before. Further, this growth 
benefited all classes, but not equally. And 
further, no other system has performed in 
a manner that is even closely comparable. 
Also, this exceptional performance of the 
west is historical; it cannot be replicated as 
conditions have changed. 

Rosenberg and Birdzell are reluctant to use 
the word ‘capitalism’ and only do so as a 
concession to convention. The term “mixed 
economy would be more apt... but (it) , 
assumes that an age of purer capitalism 
recurred earlier... reluctantly we shall... 
use the term capitalism. .. not as dertning 
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|«n ideology... but as a convenient term for 
Sany of the changing sets of economic institu- 
Ktions that arose in western European coun- 
f'Jtries during the west’s centuries of economic 
'growth". This encompasses mercantilism, 
I'.early competitive capitalism of Adam Smith 
and Ricardo, when power shifted from 
landlords to industnalist.s, then the era of 
;|imperialism and later monopoly capitalism. 
IfDuring this evolution, the nature of the links 
^between the west and what we may call the 
^ south have been changing. The growth of 
I the west, from an undeveloped world several 
centuries ago, has been accompnied by the 
‘‘underdevelopment of the south. It can be 
1 argued that an escape from underdevclop- 
^ment by the south necessitates an escape 
^ from capitalism in the sense used by 
' Rosenberg and Birdzcll. This insight from 
history is absent in this book, perhaps 
because the west is consistently seen in isola¬ 
tion from the rest of the world 

This book is meant to help in understan¬ 
ding this unique western growth process, 
“most of ail to those who feel some respon¬ 
sibility for passing along to the next genera¬ 
tion an opportunity to better their own con¬ 
ditions at least as much as has the current 
generation" These insights point to the 
dangers of central planning. “There is a 
danger that in thus trying to belter our own 
society, we may pursue policies that will 
reduce the capacity of future generations to 
achieve still higher standards of material 
well-being, within a social and political 
framework more humane and compa.ssionate 
than our owni' By implication, the ‘correct’ 
policies arc those that will promote factors 
that will create and sustain free markets. But 
even in the west, such markets have been 
replaced by the corporations/conglomerates 
of monopoly capital; a historical reality the 
authors have ignored. 

The book thus ends as an apologia for a 
capitalist system. It would recommend 
policies that the World Bank recommends; 
Market solutions, and where they do not 
exist, the creation of market institutions, lb 
this extent, this policy recommendation is 
ahisiorical for icasons that are well known. 
In this, unlike the juslification provided by 
General Equilibrium Theory, which is cold 
and formal, Rosenberg and Bird/ell draw 
upon economic history, fhey rclei tocarhei 
explanations as partial, and thus imply that 
theii ow'ii is completed. But, as readers, we 
ask; has noi the work on colonialism and 
imperialism, on the tiiangular trade, on the 
international division of labour, on depen¬ 
dence and the I'rocess of underdevelopment, 
on technology import and R and D policy... 
has not this work any ‘partial’ insight to 
offer to a student of economic history? Why 
is it that learned scholars like Rosenberg and 
Birdzell neithei acknowledge such work, nor 
confront it?** 

Why is it that the marxist work they refer 
to, is presented, not on its own terms, but 
as a caricature that the authors then proceed 
to knock down? For example, exploitation in 
marxist theory has a specific unambiguous 
meaning, not what they refer to and dismiss 
on pages 14, 15 and 16. Marxists do not 
argue that workers are always paid low 
wages, nor do they argue that payment of 


higher wages implies the absence of exploita¬ 
tion. Rather, they discuss the extraction of 
surplus value, whether absolute or relative, 
and argue that the rate of exploitation can 
be higher at high wage rates. Marxists are 
the First to recognise the extra-ordinary abili¬ 
ty of capitalism to produce wealth; it is hard 
to find a more flattering description of 
capitalism than that in The Communist 
Manifesto. Why is it then that these eminent 
authors interpret the changes introduced in 
post-Mao China (and presumably also, glas- 
nost and perestroika in the USSR) as a 
retreat from marxist socialism and a belated 
step towards capitalism? Why is it that the 
need to show that socialism does not work- 
even when this conclusion does not follow 
from the research they have undertaken—is 
such a major concern of the authors? Is is 
not possible for them to visualise marxists, 
who have an acute sense of history, as lear¬ 
ning from the lessons of history capitalist 
and post capitali.st, in attempting to build 
a better, more scientific form of .socialist 
society from these efforts? 

Could it be that such an interpretation 
would lead to an understanding that is less 
partial and moic historical, than their own? 
Could It be that in pursuing such a vision, 
the capitalism they praise may appear to be 
a transient historical system that could be 
developed upon, as it itself developed out 
of feudalism? Could it be that such a study 
would go counter to the hidden values, and 
undoubtedly unconscious motivation, to 
provide one more, justification lor 
capitalism and we.stern dominance? How is 
it possible for scholars who have undertaken 
such erudite historical studies to be unaware 
of the possibility that a policy which acts as 
a tonic in one era can be toxic in another? 

We do not know. Scholars like Rosenberg 
and Birdzell deserve respect. Their work is 
painstaking and carefully documented. It is 
undoubtedly academically honest. Yet it 
would appeal to be one more partial study; 
partial in more than one sense of the term. 
In spite of that it deserves a careful and 
critical reading. The reader who recognises 
that It IS partial loo, will find much benefit 
in it. Olheis may uncritically accept the 
disguised ideological message. 
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Hegemony by Consent Alone? 

Nasir Tyabji 

The Making of Induatrial Relations: The Ahmedabad Textile Industry 
1918-1939 by Sujata Patel, Oxford University Press, New Delhi, 1987; 
pp viii + 164, Rs 110. 


AS the title of her book suggests, Sujata 
Patel is interested in the process by which 
relations in the Ahmedabad textile industry 
between workers and capitalist.s (‘industrial 
relations') evolved. The starting point she has 
chosen is the formation of the Textile Labour 
Association (TLA) in 1920; the period closes 
with the acceptance by the Ahmedabad 
Millowners Association (AMA) of the Con¬ 
gress Ministry’s Industrial Disputes and 
Relations Bill, making arbitration com¬ 
pulsory HI the textile industry. In between 
she charts the fortunes of the TLA, its ability 
to keep the tanks of the textile workers 
within Its told, and evaluates its ability to 
protect and advances the workers’ interests 
Patel -states in hei introduction that the 
answers to thice questions provide a link bet¬ 
ween the different sections of her book: the 
context and (actors that made mobilisation 
of the workers on the basis of Gandhian 
ideology possible, the reasons why capitalists 
accepted this ideology; and the specific 
nature of the conllicts in the textile industry 
between millowners and workers, and the 
implications o( tho strile on the process of 
institutionalisation of the industrial relations 
machinery 

ACC I flANCl. f)| CiANIllllAN ll)l OLOC.V 

I he theoretical framework that Patel uses 
to examine the first question—that of 
acceptance of Gandhian ideology by the 
woikers—involves the Marxi-St concept of 
hegemony, defined by her as the “process 
by which ideology and power is utilised by 
one class through the means of consent and 
coercion to maintain its domination’’. She 
elaborates on this by pointing out that one 
way of doing this is for capitalist ideologues 
to incorporate some elements of working 
class ideology within adarger framework, 
thereby giving workers the impression that 
this amounts to a complete acceptance of 
their ideology. In the case of the TLA, Patel 
argues that Gandhi’s ideology was the 
instrument of hegemonic control and the 
nationalist movement the common larger 
framework. The element that she identifies 
within the Gandhian ideology which was 
taken from the workers’ spontaneously 
developed consciousness was the right to 
strike. It was this assertion, and Gandhi’s 
support to some of the early workers’ strug¬ 
gles that gave an anti-capital veneer to 
Gandhi’s views on the appropriate conduct 
of industrial relations. 

Gandhi recognised, however, that the right 
to strike was potentially dangerous and, 
whatever be the specific ways in which he 
evolved his own position (in terms of the 
concepts of justice, honour, dignity and self 


respect) he effectively destroyed the potential 
lor class based mobilisation that concious- 
ness of this right might have given the 
woikers )-oi he postulated the necessity of 
external advisors, familiar with the prin¬ 
ciples of truth, justice and non-violence, who 
would help workers in forming unions, 
restrain them from strikes and similar 
‘violent’ means of struggle, while at the same 
time pressurising millowners to accept the 
workers’ demands, suitably mediated 

Patel’s material shows that for those 
millowners who cared to see it, Gandhi’s 
framework provided a means by which the 
textile workers could be mobilised to further 
the interests of the industry, both in the 
normal process of adjustment to economic 
change, and also during heightened periods 
of struggle between the nationalist move¬ 
ment and imperialism. This became ap 
parent during the civil disobedience move¬ 
ment when workers belonging to the TLA 
worked actively to ensure the boycott of 
foreign cloth and to administer the Congress 
scheme ot certifying mills as ‘Indian’. 

It is not surprising (hat, let alone the 
C oinmunist Party, workers of the Congress 
Socialist Party (CSP) also characterised the 
TLA as collaborationist. Communist 
workers had e.stablished the Mill Majdoor 
Mandal in mid-1933. Its membership in¬ 
creased very rapidly from 100 in December 
1933 to 1,265 in July 1934. it was banned 
in December 1934. In July 1935, six months 
after it was banned, the Majdoor Mandal 
was able to organise two strikes, one of 
which was successful in leading to the 
dismissal of a corrupt jobber; in the other 
case the TLA intervened and reached a set¬ 
tlement The government’s Labour Gaictte, 
attributed this to the ability ot the TLA to 
convince the workers of the ’futility of 
strikes’. They ignored thus the contribution 
that they had made in fostering this convic¬ 
tion by banning the Majdoor Mandal. 

For the TLA, the CSP led Mill Kamdar 
Union (MKU) was a greater threat, for here 
the colonial government’s pationagc in 
destroying all rivals could not be expected. 
Tiie CSP members were part of the Congress 
and many of them had been very active in 
the civil disobedience movement. They in¬ 
cluded within theit ranks two acknowledged 
representatives of the scheduled castes, one 
of whom had actually represented the TLA 
earlier in the municipality. Gandhi, when 
asked by the Tl.A’s leadership to control the 
CSP, was non-comrnittal. Vallabbhai Patel, 
with a more direct interest in Gujarat, 
shrewdly suggested that Nehru be ap¬ 
proached. Nehru, in spite of his knowledge 
of the ineffectiveness of the TLA, acknow¬ 


ledged by the TLA itself, asked the workers 
not to support,ihe MKU. The strategy of the 
Congress was to use the threat of the MKU 
to persuade the millowners to accept the 
TLA and the system of arbitration embodied 
in the Bombay Industrial Disputes and Rela¬ 
tions Act of 1938. Although the dominant 
section in the AMA initially resisted imple¬ 
mentation of the act, by 1939 the improved 
prospects of war-led demand for textiles had 
led to a change in their stand towards the 
arguments of the pro-Congress section of the 
millowners. In that year, the act was accepted 
by them and came into force in Ahmedabad. 

ABSENCE OF Class anaivsis 

Although Patel explicitly says that she is 
using the Marxist concept of hegemony, the 
problems with her analysis arise from an 
absence of class analysis of the very rich 
material she has at hand. The attitude 
towards the left and indeed, towards any at¬ 
tempt at worker mobilisation outside the 
fold of the TLA, is described in terms of the 
1 LA, if not millowner or government 
ideology. Thus the 1917 spinners’ strike is 
described as ‘wild cat’, the weavers are 
uncritically held responsible for the near 
breakdown of arbitration proceedings in 
1920 when pnma faae the intransigent 
millowners would have had every reason to 
instigate this breakdown. ‘Unchannelised’ 
militancy by woikers is felt to have prevented 
the growth of trust and confidence’ in the 
trade union movement by the millowners, 
and thus prevented the union from retaining 
a strong bargaining position in the early 
years, and so on. The tendency to concen¬ 
trate on the records available in the govern¬ 
ment and TLA archives has exacerbated this 
trend for it has meant that attempts by the 
left trade union movement at mobilisation 
are sketchily covered. 

The second problem is more serious in 
terms of hei book's immediate concerns. 
While she recognises that hegemony implies 
both consent by, and coeicion of, the subor¬ 
dinate class, there is no sy.stematic discus¬ 
sion ot the coercion aspect. Some material 
is there m the book on the role of the job¬ 
bers, the banning of the Communist-led Mill 
Majdoor Mandal, and so on, but it remains 
scattered in footnotes or in statements which 
arc not followed up. 

In fact as the book has lots of interesting 
information which is worth developing, this 
rcviewei has found it irresitible to suggest 
some areas which came to mind. 

Dll I FRENC rx WITHIN IHE BOURGEOISIE 

A large part of Patel’s book concerns the 
conflict between those sections of the 
Ahmedabad millowners who did see the ad¬ 
vantage of Gandhian intervention in in¬ 
dustrial relations (Ambalal Sarabhai and 
Kasturbhai Laibhai) and those, led by 
Mangaldas Parekh, who did not. Patel 
believes that ihe.se differences arose because 
of the westernised ways of the Sarabhais. 
Ansuya Sarabhai, sister of Ambalal 
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Sarabhai had been a social worker in the 
working class areas of Ahmedabad. She had 
apparently been influenced by Fabian 
ideology in Europe, and it was to her that 
the mill weavers had turned for help in for¬ 
ming a union in 1920. Ambalal Sarabhai, 
while no advocate of strikes, accepted the 
social-democratic conception of a union 
which would organise the workers so as to 
discipline them, in return for reasonable 
wages, housing and health facilities. While 
Mangaldas Parekh had no coherent 
ideology, he and a substantial number of the 
AMA members had no use at all for con¬ 
cessions of (he kind advocated by Sarabhai. 

Although in a footnote on page 49, Patel 
has identified the mills which supported a 
proposal to negotiate with the TLA in 1920, 
no attempt has been made by her to locate 
the position of these mills in the context of 
the textile industry as a whole. That this has 
significance is illustrated by the dramatic 
change in the attitude of the AMA as a 
whole in the short period between February 
1918 and March 1920. While in 1918, with 
the unique instance of the breakdown in the 
consensus system of selecting the AMA 
president, Sarabhai had defeated Mangaldas 
Parekh by 133 votes, by 1920 the general 
body of the AMA was not willing to go 
along with Sarabhai on his proposal for ar¬ 
bitration to resolve an impending strike. 
Patel does not follow up on this interesting 
piece of information. However it seems 
reasonable to suggest that while in 1918, the 
prospects of the industry were such as to per¬ 
suade the millowners that the conciliatory 
approach which Sarabhai embodied was 
fersible, they no longer felt so in 1920, with 
the post-war depression looming ahead. 

While it is probably true that Sarabhai’s 
approach was that of a ‘westernised’ person 
innuenced by reformist social democratic 
ideas, and Parekh’s represented the more 
general semi-feudal ideology prevalent 
amongst Indian capitalists (he “believed in 
and lived the li fe of a Vaishnavite bania and 
was highly respected in the local community 
as a millowner, a patron and a caste leader”), 
it seems a pity that Patel has not dug deeper 
here. To this reviewer, there would seem to 
be two approaches that millowners could 
employ to tide over the economic crises af¬ 
fecting the textile industry at various point 
of time. The first would be to gain greater 
space for manoeuvre by an expanded 
market, at the expense of imports of foreign 
cloth and yarn. The requirements of such a 
strategy would reinforce arguments in favour 
in identification with the national movement 
in general, and specincally with measures to 
mobilise the people, including workers, for 
the national movement. It is significant in 
this context that Patel, basing herself on 
Tariff Board reports, points out that 
Ahmedabaefs textile industry faced competi¬ 
tion principally from England, in contrast 
to that of ^mbay for whom Japan was the 
principal competitor. It would be entirely 
logical in such a situation for specific sec¬ 
tions of the* millowners to identify entirely 
¥ 

BO 


with the national movement, specifically 
whh the TLA and its aims. For in such cases, 
in return for small concessions in the sphere 
of housing and health facilities, the 
millowner could count on a sympathetic 
response from the TLA and the Congress, 
in projecting sectional demands vis-a-vis the 
colonial government. The TLA would also 
be expected to be understanding at times of 
crisis affecting the particular mill. 

However, not all mills even in Ahmedabad 
would be similarly placed. Those for whom 
greater economic space vis-a-vis foreign tex¬ 
tile interests would not greatly benefit, would 
prefer to resolve crises directly at the expense 
of the workers. Mills, covering a narrow seg¬ 
ment of the processes in the industry would 
be perpetually subject to squeeze by com¬ 
petition from other Indian mills. Support to 
mobilisation efforts on the textile workers 
against colonial concessions to foreign im¬ 
ports would have little appeal to such 
millowners. It is significant that on two 
occasions the most intransigent of the mills 
appeared to have been ginning concerns. 

Particularly relevant to the conditions in 
Ahmedabad today is a consideration of the 
TLA’s tactics given the communal composi¬ 
tion of the workforce in the different pro¬ 
cesses in the textile industry. According to 
the Royal Commission on Labour in 1930, 
the traditional scheduled caste weavers from 
the rural areas were recruited to the spinning 
departmeiil while sections of the peasantry 
and the urban handweavers, Muslims, were 
recruited as weavers. While it appears that 
it was the weavers who initially approached 
Ansuya Sarabhai for help in forming the 


union, the HA base wu amongst the spin¬ 
ners. Fuel’s dau provides a possible answer. 
Weavers were recruited to the mills by job¬ 
bers/supervisors who were also empoiwered 
to judge the quality of the product and im¬ 
pose fines on behalf of the millowners. It 
is somewhat ironic to find in the list of 
strikes in the industry that while up to 1926, 
there were frequently strikes in the industry 
on the issue of harassmeni by jobbers, from 
1926 there are equally frequent strikes 
because of jobbers being dismissed. When 
the intrigued reader returns to the text, it is 
found that the TLA, precisely from 1926, 
began to attempt unionisation of the job¬ 
bers in the ever-so commendable hope that 
“with unionisation, the jobbers would ac¬ 
tively help labour representatives in minimis¬ 
ing exploitation, and not only desist from 
harassing workers but also influence other 
jobbers to do the same”. There is no men¬ 
tion of the weaver’s views on the matter. 
However, it is not difficult to see that with 
such tactics, and with workers from different 
communities largely concentrated in specific 
work processes, that communal identity 
would not have been dissolved, but may even 
have been strengthened. 

Patel has been one of the most active in 
the academic community in analysing the 
communal disturbances in Gujarat. With the 
access to information that she possesses, it 
would be of great help to all those concerned 
with communalism if she were to follow up 
on the work in this book and her later 
researches on the problem of contract 
workers. An attempt to locate the dismal 
situation in Gujarat today to the politics of 
earlier periods is most necessary. 
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_ SPECIAL ARTICLES 

Cultural Context of Communalism in India 

Rajni Kothari 

While all kinds of short-term explanations have been put forward for the growing crisis of corfidence among 
the various minority communities as well as among the Hindus—from the role of party politicians to foreign 
irifluences to the growth of fundamentalism—and whilg each of these has some relevance, there is need to go 
behind these and look at some longer-term tendencies. For. while it is clear that we are passing through a serious 
phase of cultural conflict, a phase in which the assumption that we have had of preserving a pluralistic civilisation 
through a democratic political process is under shadow, the situation does raise a large number of pertinent ques¬ 
tions of both religio-cultural and socio-political kinds. 


WE need to come to grips with the growing 
crisis of confidence in the Indian state 
among various minorities, as well as among 
all but the privileged strata of the so-called 
‘majority’ community known as the Hindus. 
Even the privileged strata—namely the 
‘twice-born’ upper castes—seem to feel in¬ 
secure in the face of what they feel to be the 
growing demands of the minorities as well 
as the already achieved upward mobility by 
some sections of the minorities. While all 
kinds of short-term explanations have been 
put forward (from the role of party politi¬ 
cians to foreign influences to the growth of 
‘fundamentalism’) and while there is some 
relevance of each of these, there is need to 
go behind these and look at some longer 
term tendencies. For, while it is clear that 
we arc passing through a fairly serious phase 
of cultural conflict, a phase in which the 
assumption that we have had of preserving 
a pluralistic civilisation through a demo¬ 
cratic political process is under shadow, it 
does raise a very large number of rather per¬ 
tinent questions of both religio-cultural and 
socio-political kinds. 

Before examining these questions, there is 
need to state some rather obvious points 
about India as a cultural syndrome, a 
cultural symbiosis of a kind. We need to 
remember that the essential identity of India 
is cultural, not political or economic. It is 
one civilisation that has withstood various 
vicissitudes and still endured, largely because 
of its basic identity being cultural. It never 
had a political centre except very recently. 
To that extent it is very unlike countries 
China and Japan. 

India’s fundamental integrative ethos and 
its self-identity have been drawn from a 
social reality that is composed of great diver¬ 
sity and plurality, running across which there 
were certain major cultural streams, and a 
cultural elite that shaped and interpreted 
these streams. In the old days we used to call 
it a ‘Brahmanic elite’. It has since widened 
no doubt but it is still quite a puzzle to out¬ 
siders how a society like this could survive 
and retain its identity without having a cen¬ 
tralising mechanism that most societies have 
had in their development. It is, therefotev 
important to remember that until recently, 
up to the growth of the national movement 


and the founding of the Indian republic, 
what held us together was this basic identity 
of being a civilisation tied together by a set 
of values, by a set of cultural norms and by 
an interpreting elite, first within the broad 
stream of Hinduism which itself had an ex¬ 
tremely plural framework and then through 
a multi-cultuial, multi-ethnic and ultimately 
multi-national society which we are now, 

Now upon this sort of a pluralist unity has 
come, over the last 150 years, the cultural 
influence of the modern period essentially 
from the modern west, though much of it 
was also shaped by a particular elite that 
emerged here in response to the impacts of 
the west, so that ultimately what came 
through was some kind of synthesis. None¬ 
theless, it is important to identify these in¬ 
fluences because it seems to me that we need 
to sort out some real tensions that have 
emerged between an essential Indian identity 
and its cultural ethos and the identities 
generated by the modern period with which, 
I think, Indian society has not yet quite 
made its full equation. This is important 
because it is a society that has had its own 
modes of survival and perseverance and may 
indeed have some real contribution to make 
to the larger world which is itself in the 
throes of a serious crisis of survival. 

Ideology of nation-state 

First among the external influences is, of 
course, the whole ideology of a nation-state. 
It is the idea that societies round the world 
have to be organised around the notion of 
a state which would provide a centralised 
structure of power and authority, bolstered 
by a series of institutions. This is an idea that 
was not there in India. There have been 
periods when major empires have come up 
and they have tried to unify the country but 
by and large in its full formation it is really 
a modern conception. The idea that societies 
have to be organised around the authority 
of a centralised state, incorporated and 
legitimised by a set of institutions, is one to 
which India has tried to respond and is still 
trying to respond. There was a time when 
I would have said this was the most creative 
thing that had happened to India but we 
now know that, while it has undoubtedly 


brought about a certain measure of power 
and a new sense of purpose, it has also 
meant that it has overriden and undermined 
the many diverse identities of which India 
was composed and that it has a highly cen¬ 
tralising and homogenising ethos about it 
This is not because we were told to do follow 
a certain path by anybody else but because 
in our own thinking we have put so much 
stress on iiutalling a strong central authority, 
on nationalism as a binding ideology, on the 
conception of building a powerful Indian 
state and on developing a capacity to be able 
to deal with both our neighbours and the 
world at large. 

A second impact through which t]ie coun¬ 
try has passed is the whole notion of a 
modernising elite that undertakes ‘develop¬ 
ment’ with particular emphasis on economic 
development, but also on moving the whole 
society from tradition to modernity, rejecting 
the old and moving to the new, in its overall 
impact far more homogenising than respect¬ 
ful of diversities, straitjacketing rather than 
pluralising integrating into a world market 
of which India should become a part, seek¬ 
ing to ‘deliver* the people from various tradi¬ 
tional roots and making them available for 
modernising influences. The whole doctrine 
of development may sound recent but bdrind 
it lies a whole philosophical background of 
the modern west. 

Thirdly, there is the tremendous impor¬ 
tance of technology, both as a mode of 
organising the material basis of life and as 
a mode of deciding the terms of conflict bet¬ 
ween opposing tendencies. It is important 
to remember that th^ two advantages that 
the west had in dealing with India were 
technological superiority and a particular 
superiority in armaments. So both tech¬ 
nology in terms of shaping the material basis 
of life and technology in terms of militarisa¬ 
tion have posed challenges to this society 
which was organised around a multiplicity 
of centres in a variety of ways where there 
was a lot of conflict no doubt but there was 
no straitjacketing of a technological-kind, 
not becoming part of a gloM military order. 
It is a technology which is' more hard than 
soft and even where it is ‘soft’ it. is more 
technocratic than humanistic. Ihchniques 
had always been there—all societies have had 
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techniques—but the modern consideration 
of technology as an entire system of rela- 
|i. tionships is fundamentally one which 
^ replaces cultural and political perspectives 
. by technocratic perspectives. It is not just 
^ technology in terms of importing some 
j ; artifacts and machines and hardware; but also 
if; ~ a mind set and a set of mental attitudes. 
|;.j Fourthly, there is the whole communica- 
|if lion revolution in which again there are cer- 
' tain elites and there are certain centres that 
defuse communications package and decide 
what will be communicated, and through 
, which mass media. This has come to play 
1 an enormous role in which minds and social 
norms are sought to be influenced through 
1 all kinds of channels of which the latest, of 
; , course, is advertising and in which manipu¬ 
lation rather than spontaneous expression 
tends.to be the norm. 

Now, if we take all this together, the 
f ' nation-state framework, the consequent 
stress on centralisation, the whole frame¬ 
work of development and modernisation 
':' and its stress on creating a homogeneous 
society rather than enabling various diver¬ 
sities to prosper, the impact of technology 
including arms technology and the impact 
' of mass communications and an informa- 
tion technology, we can see that there is a 
' fundamental dichotomy and dissonance bet¬ 
ween the old and the new, a dichotomy that 
India is trying very hard to overcome and 
' synthesise. 

; There are also certain common tendencies 
; between the western world view and Indian 
thinking, (to which 1 will come to a little 
I later), that are essential to the framework of 
' democracy that we have adopted but just 
now I am talking of the larger cultural in- 
: fluences that India has been receiving over 
: the last few centuries and which have 
: quickened of late, l^et me .say right away that 
this particular interaction between modern 
culture and Indian culture was an interac¬ 
tion in which both sides took part. There was 
an Indian aspect to it and there was an alien 
I aspect to it. 

We were told that when we became an in¬ 
dependent nation-state, the main core of it 
was a steel frame bureaucracy, but it was also 
I true that an important cqre of it was the 
Indian National Congress. The Indian Na- 
1 tional Congress was indigenous, the steel 
frame bureaucracy was alien. It is true that 
as we entered the money economy a kind of 
class formation began to take place, here as 
in the west, but we also had, and we still 
have, a very strong social structure of caste. 
So there is caste as well as class. Or take the 
fields of business organisation and manage- 
' ment. Again there has been a traditional 
perspective on business and there is the 
modern management perspective. They are 
very different but they co-exist. Similarly, 

“ there is the humanistic learning which is very 
much part of the Indian core and there is 
the ‘scientific’ training which is part of what 
* has been imported. Same with the ethnic 
reality—living with a great deal of ethnic 


plurality on the one hand and modern 
secularism which tends to organise things 
along One major stream of the authority of 
the state and these really have worked 
together for a long time and given rise to 
a new kind of Indian identity, a kind of 
Indian modernity with an Indian cultural 
ethos. However, in recent decades all this 
co-existence seems to be giving way to 
something that displays greater dualism and 
produces more confrontation than synthesis. 

Synthesis and pluralism are being replaced 
by dichotomous understanding on the one 
hand and emphasis on choosing the modern, 
the latest, the scientific and the secular on 
the other. It is in that peculiar contour in 
which wc are caught right now in this coun¬ 
try. We would like very much to take our 
course as an Indian course while absorbing 
the best that comes to us and yet wc arc also 
caught in a global perspective as well as in 
a national perspective in which the more 
modern influences that I was stressing are 
beginning to overtake the Indian identity. 

Meanwhile, accompanying these various 
influences we have also been experiencing 
another kind of cultural impact, through a 
set of ideas and a set of values. The core of 
the set of ideas and norms, it seems to me, 
is what can be called a competitive ethos. 
An ethos in which individuals, groups and 
nations are engaged in a competitive strug¬ 
gle. Even the concept of freedom in the 
western worldview is sought to be thought 
in competitive and atomising terms. This is 
alien to Indian thinking. Even the concep¬ 
tion of equality is based on this ethos. 
Equality is not the same thing as justice. 
There is a seeking for justice in all social 
orders but seeking it through the conception 
of equality has emphasised continually the 
competitive part of the modern worldview 
and this has influenced all thinking in the 
modern world and has obviously made its 
in-roads into India. In the process the idea 
of community has been undermined or is 
being undermined, these/Me’‘of community 
is being undermined. As against this the 
sense of individual identity, the rights of the 
individual, the need for the individual to 
take recourse to anything in order to achieve 
what he wants, tends to be given much 
greater importance. This is central to the 
whole modernising ethos in which we have 
been caught. So we are caught in a kind of 
pincer, on the one hand the. nation-state 
ideology and the stress on modern techno¬ 
logy, on the other hand the competitive ethos 
based on the values of positivism, together 
undermining the basic .sense of community 
and of plural identities which have informed 
Indian civilisation for so long. 

It is precisely against this cultural 
backdrop and the contemporary growth of 
dualism and dichotomous orientations that 
the whole set of challenges that we have call¬ 
ed ‘communalism’ need to be understood. 
We always had community conflicts arising 
out of trying to live with a vast series of 
groups and identities, all of them minorities 


(including groups within the so-called ma¬ 
jority community) but we somehow manag¬ 
ed to live with them for a very long time. 
What is new is a considerable escalation of 
not just strain and tension and violence but 
of a deep sense of alienation and distrust 
between communities and vis-a-vis the state. 
This is new. And 1 think the real change that 
has taken place in this respect is in the rela¬ 
tionship between the Hindus and the non- 
Hindus, between the Hindus and what are 
otherwise called the minorities. It is a 
relationship that was working relatively 
smoothly because of the overall Indian tradi¬ 
tion of absorbing different cultures, different 
religions, different traditions and making 
them part of a plural ethos. What also 
helped a great deal in this respect was the 
whole democratic process given the nice fit 
between the democratic idea and the Indian 
tradition of living with differences, living 
with very great diversity. Democracy was a 
very good instrument for continuation of 
this tradition in a world that was changing 
very fast. It was through the democratic pro¬ 
cess that the Hindu society came ;o terms 
with the modern world, while continuing to 
live with a number of other religions and 
linguistic regional and ethnic identitie.s. On 
the whole it was a matter of considerable 
pride for us—though of considerable sur¬ 
prise for outsiders—that a society as diverse 
as this could hang together and could move 
in a democratic way instead of falling apart. 

And yet one must recognise that of late, 
for the last 15 years at least, there has been 
a set of problems wliich have today brought 
us on a point of crisis in respect of this very 
relationship between the Hindu ‘majority’ 
and the various minorities. By minorities I 
do not only mean Muslims and Sikhs and 
Christians but also the great diversity of 
tribals and large parts of Hindu society 
itself, viz, its various peripheries such as the 
Dalits and various other socially depressed 
and ‘backward’ castes and communities. 
They are all minorities. In fact one way to 
which about India is of a people and a land 
made up of a series of minorities. For Hindu 
society itself is internally highly structured 
and diverse and pluralistic. There are castes 
and sub-castes and clans and all manner of 
groupings and sub-groupings. You go in any 
region and you will immediately be told that 
there is this caste and that caste, this group¬ 
ing and that grouping, this ethnic identity 
and that ethnic identity—it is all really a set 
of minorities. It is thus wrong to think of 
Hindus as a ‘majority’ except that it is being 
thought like that of late and that is what is 
causing the problems. 

Now it seems to me that, though 1 am a 
firm believer in the democratic process based 
on parties and elections, it seems to be that 
it is the narrowing of the calculus of politics 
by reducing it to electoral calculations that 
has produced the kinds of tensions in which 
we have of late moved. We have moved from 
considering politics as a coalition of diverse 
interests—the Muslims, the tribals, the other 
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religious minorities, the Dalits as well as cer¬ 
tain poorer sections of the Hindus, produc¬ 
ing a kind of ‘winning coalition’ because it 
gives to you a very populous basis—to a 
perception that the key to winning an elec¬ 
tion is to mobilise the Hindu heartland in 
which a ‘majority’ of the people arc located. 
To have identified the ruling patty with the 
aspirations of this ‘majortty’ which for some 
peculiar reason, while it is a majority, feels 
insecure with the democratic process was the 
height of political expediency and short¬ 
sightedness that will prove very costly m the 
long run (including most of all to the Con¬ 
gress). It is this that we are living through 
right now. People have talked of a Hindu 
backlash, but what has taken place in the 
process is that this particular ‘majority’ has 
taken to thinking of itself at once in religious 
and political terms. It is Iclt and this has 
been going on for quite some lime—that 
here we are a very laigc majority and yet the 
state and the policy process have only 
benefited the minorities. All minorities at 
that, not only Sikhs and Christians and 
Muslims, but also the tribals and the Dalits. 
They have everything—icservalions, ar¬ 
maments, special economic deals—and can 
even flout the law of the land when it comes 
tQ regulating their personal lives. Only we 
have nothing. Precisely because we have been 
very tolerant that we have been taken foi a 
ride and it is about lime that we assert 
ourselves and we'come out ol this internal 
division that has plagued us, unify ouiselves 
and meet the challenge of the minorities. 
This kind ol jingoism has worked iis way 
into the Hindu mind following the happen¬ 
ings in Punjab, Kashmii and the like, the 
caste riots m Gujarat and Bihar and, of 
course, the controversy over Ram .lan- 
mabhoomi and Babri Masjid in th’c north 
and that is what we are still in and 1 don’t 
think we have recovered from it. 

• We have gone through this whole process 
of electoral manipulation which was used 
and exploited by the Congress Parly. In the 
event of course, it gmatly benefited because 
It could wipe out a number of oppositior 
groups which had some kind of a communal 
leaning and it came out as a parly with the 
most communal appeal,' jiarticularly in the 
Hindu heartland. But it can be no more than 
a short term gain. Because when you think 
of the overall spread of the Congress Party, 
wherever there has been a good regional for¬ 
mation, wherever there has been a strong 
regional party, that is where the Congress 
has not made it. Everywhere, where there is 
a strong regional current with its own 
cultural identity, it has failed. And this is 
going to grow, not decline. It already in¬ 
cludes the whole of the south, Punjab, 
Kashmir, West Bengal and Tfipura, large 
parts of the north-east and now Haryana— 
where too a strong regionalist wave has been 

I noticeable. Nor can the Congress survive in 

P the Hindu belt any longer before the sweep 
of the BJP on the one hand and the lower 
class parties on the other. 'Vet the Congress 


is fast ceasing to be the centre party because, 
in its promotion of communalism and ethnic 
identities it has brought to an end its earlier 
coalitional and umbrella image. 

Now the second aspect of this reduction 
of a plural society to a majority-minority 
calculus is that most of the minorities are 
unable to deal with this situation with any 
confidence, partly because they are small, 
partly because they are very defensive, partly 
because they have always tried to work with 
the Congress Party which has always been 
thought of as being the protector of their 
interests. But more than all this there is also 
a lundamenial philosophical problem. It is 
that ihfir own dominant tradition, whether 
of Islam or of Christianity, has been one in 
which there is a centre, a well defined core. 
Ii IS very unlike the original Hindu frame¬ 
work although the moderniseis of Hinduism 
wain that Hinduism also should take on 
some ol the characteristics of European 
Chiistiamty or ol Islam, i e, have a more 
umlied ethos, a centralising church and an 
authoritative book, which was never there 
among the Htiidus. Hinduism had no centre. 
They ate wanting to provide a centre today. 
They are wanting to copy moie or less the 
same religions they want to fight against. I 
have deliberately used the word western 
Chiistiamty because I do not think eastern 
Chnstsamty is anywhere like that nor is 
Indian Islam which too is highly plural 
within and far less monolithic than in some 
other parts of the world. What the Hindus 
aic liyiiig to do is to project certain ideal 
type images of these communities and then 
insist that the Hindus should become like 
them so that they have a much more centra¬ 
lised, unified, strong and hard core about 
themselves rather than the present very 
divided, weak and ‘effeminate’ way of doing 
things. Hindus, the modernisers feel, are a 
very effeminate culture and they want to 
make it a macho ctilturc. This is unfortunate 
but It IS beginning to take place. It is a very 
great distortion of Hindu identity and of 
Hindu culture because central to the whole 
Hindu conception is a pluralist internal 
structure and .so is its philosophical and 
metaphysical predisposition. My purpose in 
life and my relationship with the divine is 
my own but 1 have obligations and duties 
and rights which 1 have to lespect just as I 
have to respect them in others. For it is not 
just me and my caste but there are other 
casters, other groups, other identities, other 
raditions which all have a right to survive 
and survive in dignity. 

Such a broad, sensitive and eclectic posi¬ 
tion is now giving place to a wholly un- 
Hindu chauvinist reaction that is taking to 
farm of a Hindu backlash. Underlying it or 
reinforcing it arc two dominant themes both 
of which are fast overtaking the Hindu iden¬ 
tity. One is that the nation is in danger, that 
national unity is in danger. The ruling 
groups have been successful in infusing this 
thinking and the anxiety that it in turn 
generates among nearly all sections of the 


people that something awful is happening 
to this country, that we are falling apart and 
we are fallings apart essentially becau.se of 
the politics of minorities on ihe one hand, 
and of course, the outside influences on the 
other hand, the much talked of ‘foreign 
hand’. 

Now it is not quite incidental that the 
‘foreign hand’ that is thought of is often in 
a way associated with some group inter¬ 
nally—Paki.stan with Muslims, western 
countries with the Christians, Sikhs being 
helped by both the Paki.stanis and westerners 
out to ‘destabili.se’ the country. So that what 
we need to do is to develop a strong slate, 
a state that will acquire a hegemonical posi¬ 
tion with its neighbours, which will emerge 
us among the most industrialised and power¬ 
ful nations of the world. If you want to do 
that then you can’t go on in this very soft 
way towards all kinds of minorities and 
tribal atid other groups. You have to build 
a hard core. Gradually, wtthout always 
.saying so, this becomes the notion of a 
strong Hindu state. It may not be completely 
like an Islamic state but it should still be one 
that 1 .S dominated by Hindus and in which 
the whole pluralist notion gives place to a 
more monistic perspective of a stale. This 
is of course a highly distorted notion of na¬ 
tionalism, not the creative nationalism of the 
movement led by the Indian National Con¬ 
gress. Rather ft is a kind of nationalism that 
we find in a lot of other third world coun¬ 
tries that have been taken were by ihithori- 
tarian, militant or fundamentalist ideology. 
But it is a poweifiil ideology, an ideology 
that is slowly overtaking the middle classes, 
specially the upper middle class in a big way, 
which then leads to and accentuates com¬ 
munal attitudes towards the minorities. Thus 
we may be entering a very dangerous period 
for once the Hindu gets the sense of becom¬ 
ing macho, and in the process legitimising 
violence in a big way, violence as a way of 
subjugating the minorities or of controlling 
them, there could be no return to a stable 
polity. There is a growing feeling that the 
Sikhs have always very influential and have 
occupied positions of privilege, always mak¬ 
ing the Hindu neighbour feel inferior before 
him, .so that the only way of dealing with 
them IS to firmly and violently put them 
down. And the same with the Muslims. Once 
that kind of thinking takes over, 1 don’t think 
this society is equipped to deal with what 
will follow. It will involve a governing ethos 
in which the technology of violence and 
militarism become the main instruments of 
state-craft rather than the democratic 
political process ba.scd on bargaining, ac¬ 
commodations and coalition-making involv¬ 
ing diverse interests which has been the 
essence of the Indian approach to politics 
and society. 

The other side of this kind of thinking of 
building a strong nation-state at the cost of 
everything else, is that the poor become its 
victims. You cannot build a strong and hard 
state of this conception and at the same time 
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be generous to the poor. It is not possible 
Given the resource situation, given the class 
character of the country, given the fact that 
the kind of development and modcrni-sation 
and state-building that is invol-ed in the con¬ 
ception of a hard state will necessarily divide 
the rich and the poor more and more, and 
even the pretence of helping the poor will 
be given up. This is already beginning to take 
place. We are told that if you want ‘progress’ 
and modernisation, you have to pay the price 
for it and if in the proce.s.s this 30 or 40 per 
cent of the people become destitute and 
become more and more prone to various in¬ 
capacities that cannot be helped. Maybe 
when we become a very powerful and strong 
country and get enough of an economic 
base, may be we will be able to take care of 
them, but if in the meanwhile they suffer and 
even die, that is too bad, it is something one 
has to live with. 

Now this is a kind of mind set which was 
unthinkable even 10 or 15 years ago, but to¬ 
day it is beginning to take shape. It is not 
very unlike the thinking in some powerful 
circles in the west that yes, wc must try to 
help this third world, these poor countries, 
but really they are increasingly becoming an 
embarrassment. If they were not there, how 
easy it would be to manage the world. 
Something similar is taking place within 
societies. In military science there is a doc¬ 
trine called ‘triage’ according to which when 
you are on the battle-front those who are 
more maimed or sick should be left behind. 
Those that can be put back on feet very fast 
should be taken along and of course the 
other third who are able to move should 
move on. It is this idea of 1/3 (hence the 
term ‘triage’) that must suffer as a result of 
your wanting to move on. Similarly here, too, 
you have to move on and if you want to 
move on and if the sick and the poor and 
the weak are left behind, it is unfortunate 
but inevitable This thinking is slowly emerg¬ 
ing here too and it is not an accident that 
slogans like socialism, removal of poverty 
and so on are not even referred to any more 
even as a window dressing. Wc are moving 
into a hard-headed view of politics. Some 
call it a ‘pragmatic’ view of politics, accor¬ 
ding to which we will move into the 21st cen¬ 
tury with a pragmatic vision, not the soft 
ideologies like socialism and democracy and 
removal of poverty. 

It is important to bear in mind that the 
two aspects that I have been discussing, the 
more cultural aspect governing the relation¬ 
ship between the minorities and the majority 
and the more economic aspect governing the 
relationship between the rich and the poor, 
are related. Common to both is this whole 
drive of building a strong state, in which 
notions like state vs the people, strong vs 
weak, educated vs uneducated are emerging 
in which the poor, and the backward and the 
illiterate become dispensable. If in the pro¬ 
cess you have to a.ssert your might against 
the ininorities, in order to get a certain clout, 
if you have to use violence, that is also per¬ 
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missible. Therefore the whole conception of 
Indian nationalism that is emerging (which 
as I said is contrary to Indian thinking and 
contrary to the norms that were laid out in 
the independence movement and in the con¬ 
stitution) is one in which we will really 
become part of the modern world order 
dominated by the west and drawing into it 
some other powerful countries. 

I have not so far dealt with another and 
very important aspect and that is the rela¬ 
tionship between humans and nature. 
Because another price we are paying for this 
kind of progress is our natural environment. 
Central to Indian thinking through the cen¬ 
turies was a very close symbiosis between 
humans and nature in which the human were 
seen as very much part of nature and that 
I think is something that we arc beginning 
to give up. Therefore the tragedies of the 
kind that we have had in Bhopal and other 
places. But I am not referring simply to that 
tragedy but something more basic and it is 
that when we have this view of the poor, this 
kind of a manipulative and egoistic view of 
other species, which again goes very much 
contrary to the original Hindu conception 
of its identity, what will be the cultural con¬ 
sequences of such a perspective? 

First, of course, is the threat to the com¬ 
posite culture that India has always been— 
its community lifestyle, the whole Indian 
identity which was the basis of a very decen¬ 
tralised notion of living together, working 
together, having respect for each other’s 
diversity, not having a sense of anything 
being alien. It is that which is under threat. 
Then I have already mentioned the threat to 
the natural environment, an environment 
that has sustained our diverse peoples. The 
reason 1 am bringing up the environment 
issue is that it is very central to the whole 
socio-economic problem. As we increasingly 
moderni.se, we are encroaching upon the 
resource base of the poor. We are cutting 
down our forests, we are denuding our soils, 
bringing down our water resources, in the 
process taking away the normal recourse to 
resources that the poor had, taking away 
their common lands, and reducing them to 
penury. We are forcing the tribals and others 
to migrate into the metropolitan areas where 
they settle in squatter settlements and slums 
from where too we then remove and send 
them off to resettlement colonies, all of 
which contributes to the kind of communal 
problems that we have. It is_a very close rela¬ 
tionship. A major study done by Earthscan 
recently shows that in many parts of the 
world neglect of fundamental ecological 
issues and the growth of desertification and 
deforestation have led to migratory patterns 
which then produce communal and ethnic 
clashes. Among the countries and societies 
they have mentioned is India. The point is 
that all these factors are very related and 
unless one attends to the basics of Indian 
thinking—on the relationship between 
groups, between man and nature, between 
different occupations which may be poor or 


rich but always thought of togeth^—unless 
one can keep all this in mind, it will be dif¬ 
ficult to handle any of the problems that I 
have been trying to deal with in this paper. 

Finally, of course, there is the threat to the 
Indian personality. I think the Indian per- 
sonaltiy is a very fine balance between the 
aggressive component of human endeavour' 
and the more feminine, soft and cultured 
conception which tends to integrate various 
dimensions rather than push along one 
dimension. That I think is again going to 
be very difficult, coming as it does under 
very difficult stresses as a result of the kind 
of nationalism that I laid out before you. 
There are two other forces with serious 
cultural implications. One is from below if 
you like and that is a very tremendous in¬ 
crease in crime, in criminalisation of politics, 
in criminalisation of the productive forces. 
The second is more from above and that is 
this whole conception that there is too much 
politics and what we need is to hand over 
our problems and the state apparatus to 
managers and technocrats. If we can simply 
do that we will solve problems very easily. 
We need to depoliticise the people, are told. 
All this tale of organising the poor and all 
that is no good. What we really need is to 
hand over things to people who are good 
managers, who can sort out our problems 
without becoming ideological or passionate 
about them. Even problems like Punjab and 
so forth. The politicians have messed it all 
up. Let’s put an end to politics. Now in a 
very peculiar way, although it looks very dif¬ 
ferent, there is a direct relationship between 
criminali.sation and this kind of things, 
where you use thugs if you have to use them, 
or use the armed police if you have to use it. 

Now some of these may not look to be 
cultural issues but they have very serious 
cultural consequences. The use of lumpen 
elements for fixipg things, the use of para¬ 
military forces for fixing agitators and ex¬ 
tremists and ultimately the army if it 
becomes necessary, on the one hand, and on 
the other hand this notion of handing over 
the state to people who may wear safari 
clothes but whose thinking also is hard- 
headed, pragmatic, no-nonsense—all this 
has very serious cultural consequences. 

Now maybe I have painted too pessimistic 
a picture. Let me, therefore, move straight 
to what 1 consider to be important counter 
tendencies on which one will have to build. 
There is a very strong democratic spirit in 
this society. It is a spirit that is seen not so 
much in elections, party politics and so on, 
but at the grassroots. Whether you ate work¬ 
ing in tribal areas, or among the rural poor 
or among the agricultural labourers or 
among the Dalits, and in a variety of set¬ 
tings among the women, there is a great deal 
of churning going on there, a great deal of 
organising going on there. Largely a result 
of the operation of the formal democratic 
process, there has been a great deal of 
awakening among the people, a great deal 
of sense that they'can take their future in 
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their hands and for that they need to 
organise, they need to politically organise 
themselves. Many of the atrocities on the 
scheduled castes and thc'landless generally 
are, one finds, a result of this awakening. It 
is because they are getting stirred up and 
because they are challenging the hegemony 
of the upper castes and upper classes that 
the latter are finding it necessary to hit back 
and to repress and to kill and to rape and 
to maim. But what is central is the demo¬ 
cratic spirit that is taken very seriously by 
the ordinary people and by those who work 
with them. 

1\vo processes are at work. One is the 
awakening of the ordinary people themselves 
and the other is the rise of the new breed 
of activists that are politically oriented, 
though not working through the parties. It 
is something like what began to happen 
during the national movement, when Gandhi 
asked the middle class youth to go out there 
in the villages and do things. Today I think 
something like 50,000 such youth, perhap.s 
many more, arc active in this new genre of 
politics and they are all over the place. We 
will not see them in elections because they 
do not participate in elections but anybody 
visiting the districts and lower down and 
going in and seeing what is happening can¬ 
not miss them. They are imbibed by the 
democratic spirit. They range all the way 
from Gandhian, sarvodaya kind of people, 
to Marxist-Ijeninists, with a series of in¬ 
termediate positioned people some of whom 
used to be at one time Naxalites, and believ¬ 
ed in the violent way of killing landlords and 
so on, but who have now taken to this 
broader political process. Then there are the 
old .socialists, the youth that was inspired by 
Jay Prakash Narayan, the Chhatra Yuva 
Sangharsha Vahini, various other such 
groups, a very large number of them. 

Part of this grassroots process is also 
taking place in terms of organising the 
minorities and defending their rights. There 
are a large number of Christian groups that 
are active, a large number of Jesuits, 
operating from various institutions and 
cadre-based organisations. There are others 
too who have developed a sense of care and 
compassion as well as solidarity with the 
minorities and other deprived groups. In all 
this there is a great deal of spirit, of building 
an authentic, indigenous India, made a peo¬ 
ple with their own traditions, their techno¬ 
logical know-hows which are very rich and 
which we are trying to undermine and their 
powerful ethnic spirit. In all this a large role 
IS assigned to voluntarism that India has 
always had, of people looking after them¬ 
selves, of organising things by themselves 
rather than looking to the stale or looking 
to a capitalist. 

Coming back to the grassroots, there is 
a great deal of effort under way and this is 
taking on new dimensions. I personally think 
that both the secular-communal problem 
and the poor-rich problem that I mentioned 
earlier which are two faces of the costs that 


we are paying for the kind of nationalism 
we are giving ourselves will be fought bv 
these forces which believe in pluralism, 
which'believe in the authenticity of ethnic 
identities, which believe in decentralisation, 
in regional autonomy, in federalism and so 
on. 

Secondly, there is the productive process. 
No matter what happens, the peasant will 
keep going m this country. If he had not kept 
going, we would have been in a much greater 
soup and I do not think that the credit goes 
to new technologies or to the green revolu¬ 
tion. There is something very basic in the 
Indian pea.sant and the Indian peasant will 
keep going and has always kept going no 
matter what st ruggles and conflicts he has 
,to face. Empires have come up and gone 
down but the Indian peasant with his 
resilience and hard work has survived 

What we have then is a struggle between 
two opposite tendencies or states of tenden¬ 
cies, a very serious struggle in which the 
macro tendencies that I have painted, ot 
building a strong state by an elite that is ap¬ 
propriating nearly all resources of the coun¬ 
try, or massive increase in poverty, destitu¬ 
tion and disease on the one hand and, on 
the other hand the various counter tenden¬ 
cies that 1 have mentioned. So these arg two 
sides of the Indian cultural syndrome and 
1 for one am hopeful that in the long run 
the democratic process and the grassroots 
movements will give rise to a different 
democratic process than the narrow electoral 
political process that we normally identified 
democracy with. But in the meanwhile, it is 
going to be a serious struggle and 1 am not 


very sanguine about the immediate future 
despite the tremendous change that has 
taken place on the electoral front. 

The immediate future, I do not see, will 
solve the problem of Punjab. There may not 
be a Khalistan but I do not see how we car 
prevent that kind of a thinking from grow¬ 
ing in the immediate future, given the utter 
neglect of the issue by the powers that be. 
i do not see how we can handle the Kashmir 
problem. On the whole, I think, whether we 
like it or not, there is a tremendous aliena¬ 
tion of that state from the centre. There is 
also a slowly growing alienation of south 
Indian states and the tremendous growth of 
regional identity, which of itself 1 am not 
against. In fact the only antidote to the 
things that I have mentioned is the growth 
of regional identity and the role of various 
regional parties and, of course, the role of 
major non-party voluntary organisations 
working along with the regional formations. 
There is an emerging clash between centralis¬ 
ing and decentralising tendencies, between 
democracy and authoritarian tendencies, 
between those keen on modernising along 
the western style and building a strong state 
and those keen on keeping the voluntary 
ethos going, keeping the decentralising pro¬ 
cess going. These are the kinds of conflicts 
in which we have been placed. Indian culture 
and civilisation has enough of resources 
within It to come out of these conflicts, 
perhaps not unscathed, but still intact. But 
it will need to struggle for it as the tenden¬ 
cies that are pitched against it—both global 
and local—arc too powerful to feel compla¬ 
cent about. 
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Research Centre of Canada, a year long international comparative study of 
household enetgy consumption patterns is being undertaken. Other projects 
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compatibles. 
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The Norm and the Tilt 

First Report of the Finance Commission 

8 Guhan 

This paper evaluates the Ninth Finance Commisston’s award for 1989-90 in the plan framework, i e, in terms 
of the contribution of its transfers to plan financing in the 14 major states. The commission’s scheme is shown 
to he regressive because of a priori entitlement-based tax-sharing exacerbated by the commission’s specific grants 
which are tilted toward middle- and high-income surplus slates. The paper argues that the commission’s approach 
to its main award for 1990-95 and tts target of phasing out revenue deficits at all levels by 1994-95 are bound 
to adversely affect equity, welfare and growth. It then outlines the elements of an integrated normative approach 
to non-plan and plan financing in the states’ revenue account. 


I 

THE First Report of the Ninth Finance 
Commission is interesting and important for 
a number of reasons. First, the mandate of 
the commission is wide. Its terms of refer¬ 
ence, unlike tho.se of the Filth, Sixth, 
Seventh and Eighth Commissions, call upon 
the commission to frame its scheme of 
transfers to the states not only with reference 
to their non-plan revenue account but also 
with reference to the plan revenue position 
on the basis of a normative approach to the 
assessment of receipts and expenditures. 
Second, the commission has been asked lo 
“keep in view the objective of not only 
balancing the receipts and expendilure.s on 
revenue account of both the states and the 
centre, but also generating surpluses for 
capital investment". Third, the commission 
has been requested-to give two reports, 
namely, for 1989-90 and for 1990-95. This 
makes it possible, while evaluating its First 
Report for 1989-90, to assess the implica¬ 
tions of the commission’s general approach, 
as evident in this report, for what it might 
recommend for 19%-95. 

in the introductory chapter to the report, 
the commis.sion has prided itself on having 
approached its task in a spirit of ‘glasnost’ 
(para 1.10). This pat on the back, although 
self-inflicted, is well deserved. We must con¬ 
gratulate the commission on the series of 
consultations it has had with state govern¬ 
ments and academics and the efforts it has 
taken to clarify its approach from time to 
time. Also, we must appreciate the fact that 
the report itself is quite explicit in setting out 
the procedures adopted and the data base 
relied upon. 

The second chapter of the report views re¬ 
cent trends in centre-state finances, sets out 
the commission’s approach to the 'tasks 
ahead’ in the medium-term, and proceeds 
to specifically detail its modus operandi for 
1989-90 and for 1990-95. The review of 
trends clearly hiings out the large and widen¬ 
ing revenue deficits in the centre-state system 
in recent years and its reflection in the 
growth of public debt. After pointing out 
that “the fiscal scenario in the country has 
gradually worsened to an alarming extent" 
and that “in the tight of this continuing 
deterioration of the fiscal situation... 


eliminating the revenue deficits as early as 
possible is an absolute fiscal imperative", the 
commission proceeds to set before itself the 
specific task of “phasing out the revenue 
deficits during the next six years so that by 
the end ot the fiscal year 1994-95, the cen¬ 
tre and the states would be balancing their 
revenue accounts”. The commission realises 
that this will be “by no means an easy task” 
but believes that it is not “unachievable” 
given a high degree of fiscal discipline and 
political will on the part of the centre and 
the .states. On its part, the commission has 
announced its decision to move away from 
the “gap filling approach", and to adopt in¬ 
stead a ’‘normative” approach. While the 
normative approach has been followed to a 
limited extent for 1989-90, it is proposed to 
be adopted in a more comprehensive form 
for 1990-95 along lines which have been 
spelled out at the conclusion of Chapter II. 

Chapters III and IV contain respectively 
the commission’s assessments of the revenue 
receipts and expenditures of the states and 
the centre for 1989-90. Subsequent chapters 
deal with the devolution of taxes and duties, 
financing of relief expenditure, grants for 
upgradation of standards of administration 
and for special problems, and grants-in-aid 
for covering revenue gaps and for the plan 
revenue component. The final chapter sum¬ 
marises the recommendations and draws 
some implications for the more comprehen¬ 
sive normative approach which is to be 
followed for 1990-95. 

We shall in the next section summarise the 
commission’s approach to the reassessment 
of revenue receipts and expenditures of the 
14 major states' and its scheme for the 
horizontal distribution of revenue transfers 
among them. In the subsequent section we 
shall evaluate the scheme. The final section 
will discuss the implications (and pitfalls) 
that lie ahead as the commission proceeds 
with its main task relating to the award 
period of 1990-95. Throughout we propose 
to confine ourselves to the horizontal shar¬ 
ing of transfers among the major states. Ac¬ 
cordingly, we will not, on the present occa¬ 
sion, deal with the commission’s assessment 
of the centre’s revenue receipts and expen¬ 
ditures or the quantum or principles related 
to vertical transfers or with other issues 
covered in the report. 


Reassessment of States’ 
Forecasts 

In summary, the revenue receipts and 
expenditures of the states for 1989-90 have 
been reas.sessed by the commission on the 
following basis: 

(i) Tlix Revenues: Taxable‘capacity’for the 
14 major states has been estimated using the 
regression approach. The tax capacity varia¬ 
bles chosen arc per capita SDP, the propor¬ 
tion of non-primary sectoral SDP to total 
SDP, and the Lorenz ratios of consumer ex¬ 
penditure distribution. To reduce random 
inter-state variations in estimating tax 
capacity, the major states have been grouped 
into three categories—high income, middle 
income, and low income—ba.sed oq average 
per capita income levels in 1982-83 to 
1984-85. Estimates of taxable capacity thus 
arrived at for 1984-85 have been projected 
for 1989-90 allowing for growth at 1984-85 
tax rates and estimated additional tax 
mobilisation between 1985-86 and 1989-90. 
These are the ‘normative’ estimates of tax 
revenues or. as the commission explains, the 
“amount of revenue a state can raise if it uses 
its capacity to an ‘average’ extent”. 

The normative estimates have thereafter 
been moderated with reference to the trend 
estimates of tax revenues in 1989-90. For 
states in which the normative estimates are 
higher than the corresponding trend esti¬ 
mates, indicating undertaxation, the mode¬ 
rated normative estimate (MNE) has been 
arrived at by adding SO per cent of the short¬ 
fall to the trend estimate subject to a maxi¬ 
mum of IS per cent over the latter so that 
too great a burden is not imposed on under- 
taxed states in one year. On the other hand, 
in cases where the trehd estimates are higher 
than the normative estimates, indicating over 
taxation, the M NE has been fbted at the nor¬ 
mative estimate plus SO per cent of the dif¬ 
ference between it and the trend estimate^ the 
balance being treated as a “reward for better 
tax performance” on the part of such over¬ 
taxed states. For Gujarat and Thmil Nadu, 
the normative estimates make partial (but 
not full) allowance for the loss on account 
of prohibition. The states’ forecasts of 
revenues have been thus adjusted in a 
moderated normative manner substituting 
the MNE in all cases for the trend estimates 
of tax revenues. 
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(ii) Non-Tax Revenues: The major sources 
of non-tax revenues are interest receipts and 
dividends, forest receipts, mineral royalties, 
irrigation charges, receipts from departmen¬ 
tal undertakings, and returns from state elec¬ 
tricity boards and state road transport 
undertakings. In the case of forest and 
mineral revenues the commission has pro¬ 
jected past trends. For all other major non¬ 
tax receipts, it has adopted the same norms 
as the Eighth Commission. 

(iii) Non-Plan Revenue Expenditures: The 
Eighth Commission had projected different 
items of non-plan expenditures of states by 
applying reasonable rates of growth. The 
Ninth Commission has followed these norms 
with adjustments for base-year figures and 
salary and price increases and allowing for 
specific expenditures such as those on elec¬ 
tions, pensions, and interest payments. The 
Eighth Commission’s norms for maintenance 
expenditures have also been continued wnh 
some adjustments. 

The Ninth Commission has hciwever 
departed from the beaten track in one im¬ 
portant respect. This relates to social security 
and wellaie oullays wheic ihc expenditure 
on increased coverage ol existing schemes or 
on new schemes introduced since the Eighth 
Commission’s Report (1984) have not been 
taken into account. States’ outlays on tood 
subsidies over and above central subsidies 
have also been disallowed. 

(iv) Plan Revenue Component: The revenue 
component of the plan for each state has 
been estimated, in consiiltaiion with the 
planning commission, for 1988-89 and these 
figures have been increased by 10 per cent 
to arrive at estimates for 1989-90. 

In sum. It will be clear from the lorego- 
ing that the major deiiarluies, with relerence 
to the Eighth Commission’s norms, have 
been in the matter ot tax revenues of siates 
on the receipts side and in respect of sub¬ 
sidies and social wcltarc expenditures on the 
expenditure side The plan revenue compo¬ 
nent IS a simple jd hoc inciease of 10 per 
cent over 1988-89. All olhei parameters have 
been dealt with on the basis of the Eighth 
Commission’s norms (non-tax revenues) or 
received forecasts (interest payments) oi by 
way of projecting past trends (other non¬ 
plan expenditures). 

SCHhMF FOR Rt VENDl: TRANSMRS 

We may now turn to the commission’s 
scheme for revenue transfers to states. These 
consist of (i) tax shares in income lax and 
union excise duties, (ii) sharing ol additional 
duties of excise, (in) the grant in lieu of the 
tax on railway passenger fares, (ivj financing 
of relief expenditures, (v) grants for upgrada- 
tion and special problems, (vi) deficit grants, 
and (vii) grants for the plan revenue 
component. 

On the two shareable taxes, the vertical 
sharing between the centre and the states as 
decided upon by the Eighth Commission has 
been maintained, viz, 85 per cent in income 
tax and 45 per cent in union excise duties 


with 5 per cent in the latter being reserved 
for deficit slates. As regards horizontal shar¬ 
ing, following the Eighth Commission, 10 
per cent of income tax is to be shared on 
the basis of collection and the rest on the 
same basis as for 40 per cent of union ex- 
ci.se duties which is widely shared. There is 
however a change in the formula in respect 
of the income tax and excise duties compo- 
ti; nts which are shared on a uniform basis. 
The one adopted by the Eighth Commission 
was 25 per cent on population shares, 25 per 
cent on the inverse of per .capita SDP 
criterion and 50 per cent on the per capita 
distance criterion. The Ninth Commission 
has retained the weights for the first and last 
of these but has reduced the weighiage for 
the inverse of per capita SDP to 12'/2 per 
cent and has used the poverty percentage 
crit'-rion to allocate the 12'/: per cent so 
released. The latter is the proportion of the 
poor in the state to the total number of the 
poor in India according to the estimates for 
198.')-84 made by the Planning Commission. 

The sharing of additional excise duties in 
heu of sales tax lollows the Eighth Commis¬ 
sion’s formula, viz, equal weights to SDP 
and population. Its terms of reference re¬ 
quired the commission to examine the feasi¬ 
bility ot merging additional exci.se duties 
with basic duties. The commission has defer¬ 
red this issue to its Second Report. The 
quantum of the grant in heu of the railway 
passenger fare tax has been retained at the 
current level and is to be distributed accor¬ 
ding to the Eighth Commission’s formula.’ 
Margin money grants tor the relief ol 
droughts and floods have been reviewed up¬ 
dating the provisions made by the Eighth 
Commission. 

The grants lor upgradation of standards 
and toi special problems fall into the follow¬ 
ing categories. 

(i) (iranis foi completing the physical pro¬ 
grammes (allowing tor cost increases) en¬ 
visaged by the Eighth Commission, i e, the 


spill-over into 1989-90 of the items covered 
in the previous award period of 1984-89. 
(li) Grants to meet special problems of a 
non-plan character which comprise, law and 
order problems in Punjab, Haryana, 
Himachal Pradesh and West Bengal (Rs 135 
crore); rehabilitation of Sri Lanka refugees 
in Tamil Nadu (Rs 25 crore); and imporve- 
ments to infrastructure in the newly formed 
states of Arunachal Pradesh, Goa, Mizoram, 
Nagaland and Sikkim (Rs 47 crore). 

(iii) Grants for developmental purposes 
which are logically in the nature of ad hoc 
plan grants. These consist of grants of Rs 50 
crore each for slum improvement for 
Maharashtra (Bombay) and West Bengal 
(Calcutta); grants amounting to Rs 200 crore 
for the construction of school buildings in 
10 educationally backward states; and a 
gram of Rs 10 crore for the development of 
the Dal Lake in Jammu and Kashmir. 

(iv) Indirect assistance has been extended 
to certain states by providing for a morato¬ 
rium on interest and principal payments due 
in 1989-90. This relates to payments due on 
drought relief loans from eight states and on 
the special loans extended to Punjab in re¬ 
cent years. The interest relief which is 
equivalent to an indirect grant amounts to 
Rs 35 crore in the case of the drought relief 
loans and Rs 201.75 crore for Punjab. 

(v) The commission has also recommended 
the conversion of loans to Madhya Pradesh 
for the Bhopal gas leak tragedy into a long¬ 
term interest-free loan adjustable against 
compensation to be obtained from Union 
Carbide. It has not however quantified the 
impact of this on the revenue account. 

Revenue gap grants have been recom¬ 
mended to two of the major states, viz, 
Orrisa (Rs 57.14 crore) and Rajasthan 
(Rs .38.82 crore) which, on the commission’s 
‘normative’ computations, are expected to 
be left with revenue deficits after the devolu¬ 
tion of taxes and duties. 

Plan revenue grants have been arrived at 


Tabu 1- Estimails or thi Pkl-Transfer RtvLNUi Ai count Position in 1989-90 


■State 

Commission’s 
Estimaies 
Based on 
MNE for Tax 
Revenues 

Estimates 
Based on 
Trend Tax 
Revenues 

Estimates 
Based on 
Normative 
Tax Revenues 

Our 

Reckoning 

Basis for 
Our 

Reckoning 

1 Andhra Pradesh 

592.32 

-486.35 

- 698 30 

■ 486.35 

Trend 

2 Bihar 

-411.05 

- 554.53 

247.02 

411.05 

MNE 

3 Uujaial 

13.72 

-9..30 

133.54* 

133.54* 

Normative 

4 Haryana 

128.83 

181.26 

76.39 

181.26 

Ttend 

s Karnataka 

302.11 

192 12 

412.09 

412 09 

Normative 

6 Kerala 

-314.57 

-280 13 

349 01 

-280.13 

I rend 

7 Madhya Pradesh 

630.57 

- 463.72 

797 4.3 

463.72 

Trend 

8 Maharashlia 

1304.51 

1284.67 

1.324.34 

1324.34 

Normative 

9 Orissa 

- 566.69 

626.38 

- 472.95 

- 566.69 

MNF- 

10 Punjab 

152.58 

194.18 

110.98 

194 18 

Trend 

II Rajasthan 

-6I3..SO 

-439.59 

-787.41 

439.59 

Trend 

12 Tamil Nadu 

-303.05 

200.96 

-613.07* 

200.96* 

Trend 

13 Uttar Pradesh 

■ 1232.78 

-1198.85 

1266.71 

-1198.85 

Trend 

14 Wc.st Bengal 

- 653.16 

- 884.62 

192.66 

1653.16 

MNE 

Surplus states 

1901.75 



2446.37 


Deficit stales 

- 5317.69 



-4499.54 


All 14 states 

- 3415.94 



- 2053.17 



• After partially allowing for loss on account of prohibition as per basis adopted by commission. 
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by working out the balance of central assis¬ 
tance available to individual states in 1989-90 
gfter adjusting the approved Seventh Plan 
assistance for price increases and breaking 
'i it up into grant and loan components. Out 
; of the grant component, 5 per cent has been 
'j, kept apart for distribution by the Planning 
Commission for ‘special problems’ during 
i''! annual plan discussions. Grant assistance 
relatable to externally-aided projects, 
centrally-sponsored schemes and special area 
I development plans are to be allocated by the 
Planning Commission to the states as per 
4 . their eligibility. 

The transfer scheme can now be sum- 
marised. In the matter of the devolution of 
f taxes and duties, the vertical and horizontal 
sharing determined by the Eighth Commis¬ 
sion has been maintained except for the in¬ 
troduction of the poverty criterion in partial 
replacement of the inverse per capita SDP 
criterion. The domain of specific purpose 
grants has been extended to include grants 
for law and order problems, refugee rehabi¬ 
litation, interest relief and patently plan ex- 
I penditures. Gap-filling in the form of deficit 
grants has been continued except that the 
gap has been arrived at on the basis of the 
partial and moderated ‘normative’ estimates 
adopted by the commission in its reassess¬ 
ment of states’ forecasts. Plan grants are 
essentially received figures from the Seventh 
Plan allocations. 

II 

Basis of Evaiuai ion 

We have so far outlined the ingredients of 
the Ninth Commission’s pudding, the recipe 
according to which they have been used, and 
the procedures followed in its baking. We 
shall in this section evaluate the pudding by 
its taste by looking at ihe final outcome of 
the transfer process in the plan framework, 
i e, at the impact of the commission’s 
transfers on the size and financing pattern 
of the revenue surpluses that can be expected 


to be legitimately available for the plan in 
1989-90 in each of the 14 major states. 

The revenue surpluses available for the 
plan would comprise of the following 
components: 

(i) Pre-transfer surpluses or gap in the 
revenue account. 

(ii) Transfers effected by the Finance Com¬ 
mission through (a) shares in the two 
shareable taxes, viz, income tax and union 
excise duties, (b) additional duties of excise 
in lieu of sales taxes, (c) grants in lieu of the 
railway passenger fare tax, (d) indirect grants 
equivalent to relief on interest payments, 
(e) specific grants for expenditures in the 
nature of plan outlays, (f) revenue gap or 
deficit grants, and (g) plan revenue grants. 

(iii) Grants that the Planning Commission 
might make for special problems, externally- 
aided projects, centrally-sponsored schemes 
and special area development plans. 

We have ignored in this analysis the grants 
,made for non-plan purposes such as margin 
money, administrative upgradation, law and 
order and refugee rehabilitation. This is 
because we have assumed that they will be 
offset by countervailing non-plan expen¬ 
ditures not initially taken into account and 
will not be available for the plan. We shall 
also have to leave out the impact of 
(iii) above from our analysis since the quan¬ 
tum of such grants are yet to be determined. 
Moreover, they fall outside the scheme for¬ 
mulated by the Finance Commission. On 
(i) above, we shall carry out some adjust¬ 
ments to the figures estimated by the com¬ 
mission for the reasons discussed below. 

Pre-Transfer Positions 

As pointed out earlier, the commission 
has estimated the pre-transfer revenue posi¬ 
tions of states on the basis of (a) modified 
normative estimates (MNE) for tax revenues, 
(b) normatively assessed non-tax revenues, 
and (c) non-plan expenditures assessed on 
the basis explained in its report. We shall 


assume that the projections in regard to 
(b) and (c) will be realised. It is (a) above, 
viz, MNE, that needs a closer look. Here 
again, we shall not, for our present purposes, 
discuss the methodology on the basis of 
which the normative estimates for tax 
revenues’ has been arrived at but, taking it 
as given, only concentrate on the procedure 
adopted for modifying them in order to 
arrive at the MNE. 

The 14 major states fall into three 
categories when their trend estimates for tax 
revenues are compared with normative esti¬ 
mates and the MNE (vide Anneiure III. 1 of 
the report). 

(i) In eight states, the trend estimates are 
higher than the normative estimates. These 
are: Haryana, Punjab, Andhra Pradesh, 
Kerala, Ikmil Nadu, Madhya Pradesh, Uttar 
Pradesh, and Rajasthan. In these cases, the 
MNE has been fixed between the trend and 
normative figures. While the commission 
has used the MNE for estimating the pre¬ 
devolution revenue position (vide Annexurc 
XI.I), there is no reason not to expect that 
in actuality the trend estimate.s wih be realis¬ 
ed. In fact, it is the commission’s intention 
that such additional resources should be 
made available as a ‘reward’ for the better 
tax performance of these ‘overtaxed’ states. 
Inasmuch as the reward will become a reality 
only if it is realised, we cannot allow the 
MNE to introduce a slip between the cup 
and the lip. It will therefore be both realistic 
and legitimate to mark up the MNE lo the 
trend estimates in these eight states. 

(ii) In three states, viz. West Bengal, Bihar, 
and Orissa, the normative e.stimates are 
much higher than the trend estimates. These 
are the most seriously ‘undertaxed’ states 
and the commission has reasonably fixed 
their MNE at 115 per cent of the trend in 
the rationale that anything more than a 15 
per cent step-up in the trend in a single year 
would be a harsh and unrealistic expectation. 
We can therefore accept the MNE in these 
three cases. 


Table 2: Hrl-Transfer Positions, Commissions Transfers and PojtTransfer Positions on Revenue Account in 1989-90 

(Rs Crore) 


States 

Pre-Transfer 

IT and 

Additional 

Plan 

Specific 

Indirect 

Revenue 

Total Tfans- 

Post-Ti-ansfer 


Position' 

Excuse 

Excise and 

Grants 

Grants for 

Grants for 

Gap Grants 

fer by Com- 

Position 



Shares 

Rly Gram 


Plan 

Interest 


mission 







Purpose 

Relief 


9 ^ (3) to 

10 =« 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(8) 

(2+9) 

1 Punjab 

194.18 

129.46 

54.76 

10.72 


201.75 


3%.69 

590.87 

2 Maharashtra 

1324.34 

663.53 

196.94 

92.53 

50.00^ 

_ 

— 

1003.00 

2327.34 

3 Haryana 

181.26 

100.39 

36.66 

13.86 

4.88’ 

0.44 

— 

156.23 

337.49 

4 Gujarat 

133.54 

325.83 

96.30 

48.12 


11.88 

— 

482.13 

615.67 

5 West Bengal 

-653.16 

720.85 

131.05 

79.88 

50.00’ 

— 


981.78 

328.62 

6 Karnataka 

412.09 

474.01 

86.30 

63.38 

12.64’ 

0.45 

— 

636.78 

1048.87 

7 Kerala 

-280.13 

343,85 

60.56 

57.68 


0.93 

- 

463.02 

182.89 

8 Andhra Pradesh 

486.35 

723.27 

125.43 

116.10 

20.44’ 

0.44 

— 

985.68 

499.33 

9 Tamil Nadu 

200.96 

726.67 

112.69 

96.51 

— 

— 

— 

935.87 

1136.83 

10 Rajasthan 

-- 439.59 

501.06 

73.62 

89.78 

19.36’ 

20.67 

38.82 

743.31 

303.72 

11 Orissa 

- 566.69 

453.22 

56.33 

70.62 

10.58’ 

— 

57.14 

647.89 

81.20 

12 Madhya Pradesh 

- 463.72 

798.55 

111.01 

115.84 

18.16’ 

— 

— 

1043.56 

579.84 

13 Uttar Pradesh ’ 

‘ -1198.85 

1822.05 

224.70 

234.06 

69.61’ 

0.20 

— 

2350.62 

1151.77 

14 Bihar ., 

411.05 

1238.23 

134.76 

165.48 

41.07’ 

— 

— 

1579.54 

1168.49 

AH 14 states 

-2053.17 

9020.97 

1501.11 

1254.56 

296.74 

236.76 

95.96 

12406.10 

10352.9 


Notes'. 1 Based On our reckoning in Ikble I. 2 For slum improvement. 3 For school buildings. 


88 Economic and Political Weekly January 14, 1989 





(iii) in the three remaining states, viz, 
Maharashtra, Gujarat, Karnataka, the nor¬ 
mative estimates are higher than the trend 
estimates by margins that are less than 15 
per cent but the MNE has been fixed at levels 
between the two. Maharashtra and Gujarat 
are high income states and Karnataka is in 
the upper bracket of middle income states. 
When a 13 per cent effort is being expected 
from West Bengal (middle income), Orissa 
(low income), and Bihar (even lower in¬ 
come), it is indefensible that Maharashtra, 
Gujarat and Karnataka should be cushioned 
from making the effort to achieve increases 
of I per cent, 8 per cent and 12 per cent 
respectively to reach up to the norm. There 
is thus no rationale at all for not expecting 
these three states to achieve the norm and 
to allow them a concession only because they 
have not done so, It will therefore be 
legitimate to mark up their tax revenues to 
the normative level. 

To summarise, the variations between our 
reckonittg and the commission’s projections 
arise in the following ways: (a) in the ca.se of 
the eight states (Andhra Pradesh, Haryana, 
Kerala, Madhya Pradesh, Punjab, Rajasthan, 
Tkmil Nadu, and Uttar Pradesh) in which 
the trend estimates for tax revenues are 
higher than the MNE projected by the com¬ 
mission, wc have realistically adopted the 
former: (b) in the case of the three most 
seriously undertaxed slates (Bihar, Orissa, 
and West Bengal) we have followed the MNE 
figures of the commission which target a IS 
per cent increase over the trend estimates for 
tax revenues; and (c) in the ca.se of the other 
three undertaxed states (Gujarat. Karnataka, 
and Maharashtra) in which the order of the 
incremental tax effort to reach the normative 
estimate is less than IS per cent of the trend 
estimate, we have reasonably adopted the 
normative estimate instead of the commis¬ 
sion’s MNE. 

Table 1 sets out the pre-transfer position 
of the 14 major states on our reckoning of 
the likely or legitimate position and com¬ 
pares it with the commission’s projections. 
This table will show that the commission has 
projected an aggregate pre-transfer surplus 
of Rs 1,901.75 crore in five states (Gujarat, 
Haryana, Karnataka, Maharashtra, and 
Punjab) and an aggregate pre-transfer deficit 
of Rs 5,317.69 crore in the other nine states. 
On our reckoning, six states (viz, the five in 
the commission’s projections and Ihmil 
Nadu) are likely to enjoy a pre-transfer ag¬ 
gregate surplus of Rs 2,446.37 crore and the 
aggregate deficit of the remaining eight 
states is likely to be Rs 4,499.54 crore. For 
all 14 major states, the commission had pro¬ 
jected an overall pre-transfer deficit of 
Rs 3,415.94 crore compared to which our 
reckoning yields an overall deficit of 
Rs 2,053.17 crore. 

Post-Transfer Positions 

Tkble 2 begins with the pre-transfer posi¬ 
tion of the states, gives in each case the 
various categories of transfers made by the 


commission, and then the resultant post¬ 
transfer revenue position for each of the 14 
major states. For all major states, the com¬ 
mission has effected through various chan¬ 
nels an aggregate vertical transfer of 
Rs 12,406.10 crore in 1989-90 which, 
superimposed on the pre-transfer aggregate 
deficit of Rs 2,053.17 crore, will result in a 
post-transfer surplus of Rs 10,352.93 crore 
available for plan financing. The composi¬ 
tion of the vertical transfer is as shown in 
Table A. 

The breakdown (Thblc A) will indicate 
that 84.8 per cent of the vertical transfer has 
been routed through the devolution of taxes 
and duties and the railway grant. Plan grants 
based on the Gadgil formula account for 
only 10.1 per cent of total transfers. 
Ad hoc specific grants, direct and indirect, 
add up to 5.2 per cent of the total. 

In order to make inter se comparisons bet¬ 
ween the states, we have translated in Tiible 3 
the information in Thble 2 according to the 
per capita pre-transfer position, per capita 
transfers, and per capita post-transfer 
resources available for the plan. 1981 popula¬ 
tion figures have been used in working out 
the per capita figures in order to reflect the 
current reality. The states have been arranged 
in the descending order of their per capita 
SDP, i e, from the richest to the poorest, on 
the same basis as used by the commission, 
viz, with reference to 1982-85 per capita SDP 
averages (vide Annexure V 4). Thble 3 brings 
out the very wide range in the pre-transfer 
positions of the major states ranging from 
a per capita deficit of Rs 214.66 in Orissa 
to a per capita surplus of Rs 210.88 in 
Maharashtra. The commission’s per capita 
transfers vary over a much narrower band: 
from Rs 121.11 for Haryana to Rs 245.38 for 
Orissa. In the final resultant post-transfer 
positioQ, there is however once again a wide 
range from a per capita surplus of Rs 30.76 
in Orissa to a per capita surplus of Rs 370.59 
in Maharashtra. The Spearman’s rank cor¬ 
relation coefficient between .per capita in¬ 
come and per capita pre-transfer position 
(both in descending order) is 0.58 in^cating, 
as might be expected, that the richer states 
are in a stronger initial position. The coef¬ 
ficient between pet capita income and the 
commission’s transfers is - 0.58 indicating 
that the transfers have been re-distributive. 
However, because of the strongly inegali¬ 
tarian initial position, the final outcome is 
only marginally less regressive than the 
initial one as will be evident from the fact 
that the coefficient between per capita in¬ 


come and the per capita post-transfer posi¬ 
tion IS 0.50. This is also vividly brought out 
by the fact that the post-transfer per capita 
resources availability for the plan in 
Maharashtra (Rs 370.59) is 12 times as much 
as for Orissa (Rs 30.76) despite all the eflorts 
of commission. 

Own Con iribliiion ano Pi an 
Support Transfers 

Since the resources finally available to 
each state is a function of its 'own contribu¬ 
tion’ and the Finance Commission’s trans¬ 
fers, it is necessary to sort out these two com¬ 
ponents. For this purpose, we will have to 
be clear about the types of resources which 
can be construed as the ‘own contribution’ 
of the state consistent with the framework 
of the normative approach adopted by the 
commission. This is discussed below. 

(i) There are, as we have seen, live states 
(Punjab, Maharashtra, Haryana. Gujarat, 
and Karnataka) in which the pre-transfer 
position is a revenue surplus. These surpluses 
amount in full to the own contribution to 
the plan of the respective states. In addition, 
additional excise duties in lieu of sales taxes 

I Tabik.T: Prl iRANSfiiR Position, 
COMMISSION'S T RANSF FRS AND POST TR ANSEER 

Position in Revenue AttouNT eor 1989-90* 


(In Rs Per Capua) 


States Pre- 

Transfei 
Position 

1 2 

Commi¬ 

ssion's 

Transfers 

3 

Post- 
Transfer 
Position 
4-(2 + .3) 

1 Punjab 

115 58 

236.13 

351.71 

2 Maha- 




rashtra 

210 88 

159 71 

370.59 

3 Haryana 

140.51 

121.11 

261.62 

4 Gujarat 

39.16 

141.39 

180.55 

5 West 




Bengal 

119.63 

179.81 

60.18 

6 Karnataka 

111.07 

171.64 

282.71 

7 Kerala 

109.85 

181.58 

71 73 

8 Andhra 




Pradesh 

90.74 

183.90 

93.16 

9 Ikmil Nadu 

41.52 

193.36 

2.34.88 

10 Rajasthan - 

128.16 

216 7) 

88.55 

11 Orissa 

214.66 

245.38 

30.76 

12 Madhya 




Pradesh 

88.84 

199.92 

111.08 

13 Uttar 




Pradesh 

108.10 

211.96 

103.86 

14 Bihar 

58.81 

225.97 

167 16 

All 14 states - 

32.11 

193.99 

161.88 


Note: * Corresponding amounts in Table 2 
divided by 1981 population. 


Tabie a 



Rs Crore 

Per Cent 

(i) Shares in income tax and union excise 

9,020.97 

72.7 

(ii) Additional duties of excise and railway grant 

1,501.11 

12.1 

(iii) Plan grants 

1,254.56 

10.1 

(iv) Specific grants for plan purposes 

296.74 

2.4 

(v) Indirect grants by way of inurest relief 

236.76 

1.9 

(vi) Revenue-gap grants 

95.96 

0.8 

‘Tbtal 

12,406.10 

100.0 
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and the railway grant, being tax-rentals 
assigned revenues, are also conceptually u, 
the nature of ‘own revenues’. In the case of 
these five states, the transfers of the Finance 
Commission, other than additional excise 
duties and the railway grant, constitute in 
their entirety support for the plan. We shall 
call this component ‘plan support transfers’, 
(ii) The remaining nine states start with an 
initial pre-transfer deficit. This deficit con¬ 
sists of two elements. First, the normative 
gap as assessed by the commission. Second, 
superimposed upon it, the element of ‘over’ 
or ‘under’ taxation on the part of the state 
which, along with the initial gap, results in 
the trend or MNE we have adopted for ar¬ 
riving at the likely actual initial gap or 
surplus. Viewed in this manner, the nine 
states fail into two sub-groups. 

(a) Six states (Kerala, Andhra Pradesh, 
Thmil Nadu, Rajasthan, Madhya Pradesh, 
and Uttar Pradesh) are ‘overtaxed’ to vary¬ 
ing degrees with the result that tneir likely 
initial non-plan revenue gap (or surplus in 
the case of Tamil Nadu) is smaller than the 
normative gap. The difference between the 
two, being the state’s extra tax effort, should 
be taken as its ‘own contribution' to the plan 
along with additional excise duties and the 
railway grant. Correspondingly, the commis¬ 
sion’s transfers, other than additional excise 
duties and the railway grant, will fall into 
two parts, the first is that part of the transfer 
which goes to meet the normative gap. We 
call this the “normative non-plan revenue 
gap tfansfer”. The balance, being what will 
be left for the plan, is the “plan support 
transfer” for these six states. 

(b) The remaining three states (West Bengal, 
Orissa, Bihar) are undertaxed. Becau.se of 
this, their likely initial gap, based on the 


commission’s MNE, will be larger than the 
initial gap on a normative basis and the ’own 
contribution’ to the plan will be negative. 
This will he ameliorated to some extent by 
additional excise duties and the railway 
grant. As in the case of the previous six 
states, the commission’s transfers, other than 
additional excise duties and the railway 
grant, can be split into two: the “normative 
non-plan revenue gap transfer” equivalent 
to the normative gap and the “plan support 
transfer”. 

Ikbie 4 separates out the own contribution 
and the commission’s plan support transfers 
on this basis. It will show that out of 
Rs 10,352.93 crore which is the final surplus 
available for plan financing in all the 14 
major states, Rs 4,818.14 crore or 46.5 per 
cent is attributable to the own contribution 
of the states while the balance of Rs 5,534.79 
crore or 53.5 per cent results from the plan 
support transfers of the commission. Of the 
latter, plan grants derived from the Gadgil 
formula account for only Rs 1,254.56 crore 
(vide Table 2) or 22.7 per cent. In other 
words, it is important to note that as much 
as 77.3 per cent of resources of states’ plans 
(excluding centrally sponsored schemes) are 
provided in effect by the Finance Commis¬ 
sion’s transfers. This underlines the predomi¬ 
nant role that statutory devolution by the 
Finance Commission plays in plan financ¬ 
ing, an aspect that generally tends to be 
overlooked. 

Thblc 4 also indicates the proportion of 
own contribution to plan financing in each 
of the major states. As is to be expected, the 
contribution is negative in the case of West 
Bengal (- 1(X).3 per cent), Orissa (-46.1 per 
cent) and Bihar (- 7.2 per cent). Among the 
other states, it is highest in the case of 


Ritjasthan where it is 138.6 per cent because 
in this case commission’s transfers fall short 
of the amount required to cover the nor¬ 
mative non-plan revenue gap with the result 
that plan transfers are actually negative. This 
is a major anomaly of the commission’s so- 
called normative approach. Apart from 

Table 5; Own Contribution, Commission’s 
Plan Support Transfers and Surpluses 
Available for Plan in Revenue Account, 


1989-90* fpupees) 


States 

1 

Own Con¬ 
tribution 
for Plan 

2 

Commi¬ 

ssion’s 

Plan 

Support 

TVansfer 

3 

Surplus 
Available 
for Plan 

4=(2-f3) 

1 Punjab 

2 Maha- 

148.18 

203.53 

351.71 

rashtra 

242.24 

128.35 

370.59 

3 Haryana 

168.93 

92.69 

261.62 

4 Gujarat 

5 West 

67.40 

113.15 

180.55 

Bengal 

- 60.34 

120.52 

60.18 

6 Karnataka 

134.34 

148.37 

282.71 

7 Kerala 

8 Andhra 

50.76 

20.97 

71.73 

Pradesh 

62.94 

30.22 

93.16 

9 Tamil Nadu 191.47 

43.41 

234.88 

10 Rajasthan 

122.87 

- 34,32 

88.55 

11 Orissa 

12 Madhya 

-14.17 

44.93 

30.76 

Pradesh 

13 Uttar 

85.20 

25.88 

111.08 

Pradesh 

26.38 

77.48 

103.86 

14 Bihar 

-11.96 

179.12 

167.16 

All 14 states 

75.33 

86.55 

161.88 


Note: * Corresponding amounts in Thble 4 
divided by 1981 population. 


Table 4: Own Contribuiionof Siails.Co.mmi.ssion-sPlan Support Tkansfer.s. and Surplus Avaii ablpfor Plan in Revenue Account, 1989-90 

(Rs Crore) 


States 

(1) 

Conimi- 
ssion'.s 
E.slimatc 
of Norma¬ 
tive Non- 
Plan Gap' 

(2) 

Our Rec¬ 
koning of 
l.ikely or 
l.egitimalc 
Non-Plan 
Gap' 

(.’) 

Own Con- Additional 
tribulion Excise and 
for Plan Rly Grant 
trom Total 

Surplus or 

Over or 

Under 

Taxation 

(4) (5) 

Total 

Own Con¬ 
tribution 
for Plan 

(6) = (4+5) 

Transfer 
to Meet 
Normative 
Non-Plan 
Cap 

(7) 

Plan 

Support 

Transfer 

(8) 

Total 
Transfer 
Excluding 
Additional 
Excise and 
Rly Grant 

(9) 

Surplus 
Available 
for Plan 

(10)=(6+8) 

Proportion 
of Own 
Contri¬ 
bution to 
Plan 

Financing 

(11)- 

(6)-(10) in 
Per Cent 

1 Punjab 

110.98 

194 18 

194.18^ 

54.76 

248.94 


341.93 

341.93 

590.87 

42.13 

2 Maharashtra 

1324.34 

1324..34 

1324 34- 

196 94 

1521.28 

— 

806.06 

806.06 

2327.34 

65.37 

3 Haryana 

76.39 

181,26 

181.262 

36.66 

217.92 

— 

119.57 

119.57 

337.49 

64.57 

4 Gujarai 

133.54 

1.33.54 

133.542 

96.30 

229.84 

— 

385.83 

385.83 

615.67 

37.33 

5 We,SI Bengal 

-192.66 

-653.16 

460.502 

131.05 

- 329.45 

192.66 

658.07 

850.73 

328.62 

-100.25 

6 Karnataka 

412.09 

412.09 

412.092 

86.30 

498.39 

_ 

550.48 

550.48 

1048.87 

47.52 

7 Kerala 

- 349.01 

-280.13 

68.882 

60.56 

129.44 

349,01 

53.45 

402.46 

182.89 

70.77 

8 Andhra Pradesh 

-698..30 

- 486.35 

211.95' 

125.43 

337.38 

698.30 

161.95 

860.25 

499.33 

67.57 

9 Thmil Nadu 

-613.07 

200.96 

814.03' 

112.69 

926.72 

613.07 

210.11 

823.18 

1136.83 

81.52 

10 Rajasthan 

-787.41 

-439.59 

347.82' 

73.62 

421.44 

787.41 

-117.72 

669.69 

303.72 

138.76 

11 Orissa 

-472,95 

-566.69 

- 93 . 74 ' 

56.33 

- 37.41 

472.95 

118.61 

591.56 

81.20 

-46.07 

12 Madhya Pradesh 

- 797.43 

-463.72 

333.71' 

111.01 

444.72 

797.43 

135.12 

932.55 

579.84 

76.70 

13 Uttar Pradesh 

-1266.71 

-1198.85 

67.86' 

224.70 

292.56 

1266.71 

859.21 

2125.92 

1151.77 

25.40 

14 Bihar 

-192.66 

-411.05 

-218.39’ 

134.76 

-83.63 

192.66 

1252.12 

1444.78 

1168.49 

-7.16 

All 14 states 

-3312.86 

-2053.17 

3317.03 

1501.11 

4818.14 

5370.20 

5534.79 

10904.99 

10352.93 

46,54 


' , ' ., »r — ■ ' ' " 

Notes: 1 See Table 1. 2 Same as Column 3. 3 Column (3)-Column (2). 
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Rajasthan, it is some of the middle income 
and low income states such as Tamil Nadu 
(81.5 per cent) Madhya Pradesh (76.7 per 
cent). Kerala (70.8 per cent) and Andhra 
Pradesh (67.6 per cent) that show relatively 
high proportions of own contribution, 
higher than those of high-income states such 
as Punjab (42.1 ner cent), Maharashtra (65.4 
per cent) Haryana (64,6 per cent), Gujarat 
(37.J per cent) or an upper middle-income 
state like Karnataka (47.5 per cent). Among 
the low-income states with a positive con¬ 
tribution, the proportion is lowest in the case 
of Uttar Pradesh (25.4 per cent). These 
figures will show that from the point of view 
of the end-result of plan financing the com¬ 
mission’s transfers are anomalous and 
regressive. 

Inter-state differences can be probed fur¬ 
ther from Table 5 which summarises lable 4 
in per capita terms It will show that plan 
support iranslers langc from Rs - 34.32 for 
Rajasthan to Rs 203.53 for Punjab. Apart 
from Bihai (Rs. 179 12), the states which 
receive transfers highei than the all 14 ma¬ 
jor states average of Rs 86.55 are in the high- 
income or upper middle-ineomc categoiies. 
vi/, I’uniab (Rs 203 S,3), Maharashtra 
(Rs 128 35), llaiyana (Rs 92.69), Gujarat 
(Rs 113 15), Wesi Heiigal (Rs 120 52) and 
Karnataka (Rs 148.37) I he regressive nature 
ol the plan supjrort iranslers is also brought 
out by (he tael that the rank eoriclalion 
coefficient between per capita incomes 
(descending order) and pci capita j'lan sup¬ 
port tiansfers (descending oidei) is 0.41 
which contrasts with - 0.58 for the corres¬ 
ponding correlation registered by the com¬ 
mission’s overall transfers In other words, 
although the overall transfers of the com¬ 
mission arc nominally proftressive, thev arc 
normauvety regressive if allowance is made 
for the normative non-plan revenue gaps of 
the states and account is taken thereaftci of 
the commission’s resource assistance for the 
plan. It is not surpiismg therefore that 
taking own comributions and plan support 
transfers together, the sui pluses available for 
plan financing are even more regressive As 
we have already noted, they vary from 
Rs 30,76 in Orissa to Rs 370.59 in 
Maharashtra and the rank correlation coef¬ 
ficient between per capita incomes and per 
capita resources available for the plan is 0.50. 

The effective transfers from the commis¬ 
sion’s .scheme for plan financing get tilted 
towards the richer states, apart from bcin.g 
haphazard, because it has not followed 
through its normative assesments of tax 
revenues with transfers tor filling the nor¬ 
mative non-plan revenue gaps and, there 
after, with transfers aimed at producing nor¬ 
mative resources for the plan. On the basis 
of moderated normative and partially nor¬ 
mative assessments of revenues and of non¬ 
plan revenue expenditures, the commission 
has proceeded, like its predecessors, with 
business- a$-usual by using devolution for¬ 
mula for the shareable taxes which are exo¬ 
genous to the normative approach in the 
sense that the criteria on which they are 


based—such as income tax contribution, 
population, per capita income and poverty - 
bear no necessary relation to the normative 
gaps of states. As a result, plan support 
transfers and final post-devolution surpluses 
available for plan financing are unrelated to 
any normative criteria and have turned out 
to be regressive. 

EtrtcT OF Spkimc Grants 

Added to this, the commi.ssion has con¬ 
founded confusion because of the regressive 
procedures and ad hoc grants that feature 
in its schemes of transfers. The list is long: 

(i) An underestimation of the pre-transfer 
surpluses and gaps arising from the adop¬ 
tion of MNE instead of the trend estimates 
for eight states and the MNE instead of the 
normative estimates for Maharashtra, 
Gujarat, and Karnataka. This has clouded 
the (rue position. 

(ii) The 10 per cent allocation foi contribu¬ 
tion in income tax-sharing favours Maha¬ 
rashtra, Gujarat and marginally Punjab, 
particularly Maharashtra, vis a-vis all othei 
major states when compared witti the shai- 
ing patterns for the balance of 90 per cent 
of income tax and 40 per cent ot union ex¬ 
cise duties. This is brought out m Table 6 
which compares the tax-sharing pattern in 
income tax and that in 40 per ceni of excise 
duties. Maharashtra’s share m income tax is 
10.110 per cent while it is only 5.635 per cent 
in union excise. The corresponding figures 
for Gujarat are 4.232 per cent (income tax) 
and 3.109 per cent (excise). This is because 
Maharashtra and Gujarat together account 
for as much as 60.7 per cent of the states’ 
total ‘contribution’ to income tax receipts in 
India (vide Annexure V.2). It is noteworthy 
that as many as 11 major states have a lesser 
income tax entitlement as compared to their 
entitlements in union excise duties. 

(iii) Similarly, as Table 7 will bring out, the 
partial replacement of the inverse per capita 
SDP criterion with the poverty percentage 
criterion has significantly benefited Maha¬ 
rashtra. TVo other states also appreciably 
benefited are West Bengal and Madhya 
Pradesh but West Bengal is in any case a 
deficit state and Madhya Pradesh, among 
low-income states, has even otherwise a good 
revenue base. On the other hand, Bihar and 
Uttar Pradesh, two populous low-income 
states, and Kerala, a middle-income deficit 
state are important losers. The commission’s 
decision in this particular instance to deviate 
from the Eighth Commission’s formula 
seems to have been inspired by a misplaced 
desire to demonstrate its originality at best 
or an inclination to tilt towards Maharashtra 
at worst. 

(iv) The inclusion of Rs 50 crore as a special 
problem grant for slum improvement in 
Bombay also favours Maharashtra although 
a similar provision has been made for the 
middle-income but deficit state of West 
Bengal in respect of Calcutta. These grants 
are both illogical (because environmental im¬ 
provements to cities is a plan scheme) and 


invidious (because slums are a problem i<^ 
many major cities besides Bombay anJ 
Calcutta). 

(v) The grams for school buildings benefit,- 
inter aha, two middle-to-high income 
surplus states, vi/, Haryana (Rs 4.88 crore)' 
and Karnataka (Rs 12.64 crore). 

(vi) Punjab and Gujarat, two high-income' 
slates, have been benefited by the indirect: 
interest relief grants. The benefit for Punjab: 
(Rs 201.75 crore) is particularly large. ' 

(vii) The special grants for law and order, 
problems (Rs 85 crore for Punjab and Rs 20 
crore for Haryana) and for refugee rehabh ’ 
litation (Rs 25 crore for Tamil Nadu), - 
although non-plan grants, are transfers to ' 
states which show large post-transfer 
surpluses for the plan. The expenditure '. 
related to them could have very well been 
accommodated within the surpluses of the' 
concerned states. And, by desisting from 
making these grants, the commission could ; 
have achieved a more progressive di.stribution 

TaBI t 6: SllARbS IN iNCOMt T AX AND IN 40 PER 
Ceni of Union E.\(i.sf Dunns for 1989-90* ,J 


(Per Cent) }, 


Stale 

Income Tax Share in 
Share 40 Per Cent 
of Excise 

1 Andhra Pradesh 

7 344 

7.858 

2 Bihar 

12.314 

13.573 

3 Gujarat 

4.232 

3.109 

4 Haryana 

1.048 

1.077 

5 Karnataka 

4.937 

5.092 

6 Kerala 

3.553 

3.707 

7 Madhya Pradesh 

8 000 

8.726 

8 Maharashtra 

10.110 

5.635 

9 Orissa 

4.054 

4.454 

10 Punjab 

1.522 

1.310 

II Rajasthan 

4.773 

5.097 

12 Tamil Nadu 

7.614 

7.785 

13 Uttar Pradesh 

18.326 

19.877 

14 West Bengal 

7.5.39 

7.729 


Note: * Sikkim included. 


Tabie 7; Shares accordino to Inverse Peh 
Capua SDP and Poverty Proportion for 
1989-90* 

(Per Cent} 


State 

Inverse Poverty 

Per Capita Proportion 
SDP 

Criterion 

1 Andhra Pradesh 

7.394 

7.568 

2 Bihar 

14 789 

13.487 

3 Gujarat 

3.169 

3.233 

4 Haryana 

1.056 

0.801 

5 Karnataka 

4 930 

5.078 

6 Kerala 

3.521 

2.638 

7 Madhya Pradesh 

8.451 

9.406 

8 Maharashtra 

5.6.34 

8.561 

9 Orissa 

4.225 

4.358 

10 Punjab 

1.408 

0.900 

11 Rajasthan 

4.930 

4.657 

12 Thmil Nadu 

7.394 

7.388 

13 Uttar Pradesh 

20.775 

19.579 

14 West Bengal 

7.042 

8.306 ' 


Note. * Sikkim included. 
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?!' of post-transfer surpluses available for 
the plan. 

'' Our analysis of the per capita impact of 
,the commission's transfers has been on the 
realistic basis of the 1981 census while 1971 
population estimates have been used in the 
I devolution formula. The commission is not 
I to blame for this .since theii use is part of 
i the central government’s guidelines to it. 
t However, as Table 8 will show, the adoption 
of 1971 population estimates tends to benefit 
’ surplus and /or middle-to-high-income 
i states such as Punjab, Maharashtra, West 
‘ Bengal and, particularly, Tamil Nadu and 
' is to the detriment of populous, low income, 
deficit states such as Madhya Pr.adesh, 
Rajasthan and Uttar Pradesh. 

REGRtssivE Final Outcoml and Its 
' SmjRcts 

' We have drawn attention to the regressive 
final outcome of the commission's .scheme 
of transfers and have identified the incon¬ 
sistencies in its approach and the further acts 
of commission and omission which have 
been responsible for this outcome. Having 
done so, it is necessary to recognise that 
apart from whatever the commission might 
or might not have attempted in its first 
exercise, there are definite constraints in the 
federal fiscal system, as it has evolved in 
India, which have a strong built-in tendency 
towards a regressive horuontal distribution 
of centre-.stale transfers. The data for 
1989-90 illustrate these. In .six states, as we 
found, the normative or trend estimalcs 
(whichever is higher) produce sizeable pre¬ 
transfer surpluses which get augmented fur¬ 
ther by additional excise duties and the 
railway grant. These ‘own contributions’ of 
such states reflect their strong revenue base 
and good fiscal management. It is not possi¬ 
ble or legitimate for any finance commission 
to divert any part of these own contributions 
to the divisible pool for redistribution to the 
deficit states. The most that a finance com¬ 
mission can do in deriving its scheme of 
transfers is to take such own resources into 
account while determining incremental 
resource flows to surplus states. The latitude 
for doing so is however circum.scribed by the 
fact that, on account of historical practices, 
all states, surplus as much as deficit, have 
acquired entrenched expectations from the 
two shareable taxes according lo a priori en¬ 
titlements rather than need-based formulae. 
The entitlement-based formulae may be 
dressed up in criteria which approximate to 
indicators of need (such as population, in¬ 
come and poverty) but their end-result, as 
we have seen, is far from being convergent 
with need-based or normative requirements 
of various states. 

Fundamentally, therefore, it is necessary 
to move out of the ossified tradition of 
entitlement-based tax-sharing and to relate 
the entire transfer scheme, particularly tax¬ 
sharing, to the normative needs of individual 
states. In the otonina framework, this will 
entail the nomKttive Cessment of not only 


non-plan but also plan revenue receipts and 
expenditures for individual states and the 
determination of transfers which, while tak¬ 
ing non-plan and plan needs into account, 
also provide incentives and disincentives for 
state’s own resource mobilisation efforts. In 
contrast, all that the commission has been 
able to do in its First Report is to work out 
normative assessments for tax and non-tax 
revenues. The commission has indicated that 
for 1990-95, it will also attempt to work out 
normative assessments of non-plan revenue 
expenditures. But, there is no recognition in 
the First Report that, as a logical corollary, 
the resultant normative gaps will have to be 
covered and that, thereafter, further transfers 
will be determined so as to produce, along 
with state’s own contributions, normative 
levels of resources for plan revenue expen¬ 
ditures. On the latter, there is a cryptic 
reference in para 2.44 of the report that "the 
.commission would derive, in collaboration 
with the Planning Commission, minimum 
levels of revenue plan expenditure that 
should be provided (part of this could be 
used for equalisation purposes)’’. It is not 
clear how this ’minimum’ would be arrived 
at and what will be involved in ’equalisation’. 
These notions can be meaningfully concep¬ 
tualised only within a basic minimum needs 
approach to the planning process. And, if 
the Finance Commission and Planning 
Commission propose to collaborate in 
arriving at ‘normative’ levels of plan revenue 
expenditures for each state, the states should 
be made explicitly aware of the priorities and 
criteria involved in such an exercise rather 
than being faced with an ad hoc fail ac¬ 
compli in the Finance Commi$.sion’s award 
for 1990-95. 

In sum the commission has failed to ap¬ 
preciate the need to develop a consistent ra¬ 
tionale in respect of all the components that 
enter into an integrated normative approach 
and the full implications of undertaking 
such a task. Besides, even its partial and 
limited adherence to normative non-plan 
revenue assessments has been diluted and 
distorted because of the uniform replace¬ 
ment of trend or normative tax revenue 
estimates with MNE, the regressive income 
tax-sharing formula, the partial replacement 
of inverse per capita SDP with the poverty 
percentage criterion in tax-sharing, and 
specific grams favouring surplus states. 

Ill 

iDhAl AND StCONU BEST APPROACH 

What is to be learned from all this for 
what the commission should or could do in 
the second phase of its work relating to the 
award period of 1990-95? Ideally, its exercise 
should begin with the right extreme of the 
equation, viz, the Final surpluses required for 
plan financing and tailor the plan support 
transfers in such a way that they, along with 
the pre-transfer gap or surplus, additional 
excise duties and the railway grant (i e, ren¬ 
tal and assigned revenues), and normative 
non-plan gap grants to the extent required. 


produce normative final surpluses. These 
surpluses should, apart from needs, reflect 
the state’s own relative tax efforts so as to 
provide incentives (disincentives) for good 
(poor) performance. The principal implica¬ 
tions of following such an integrated nor¬ 
mative approach are two-fold. First, it will 
entail plan revenue expenditures being deriv¬ 
ed from some sort of a basic minimum needs 
approach. Second, entitlement-based for¬ 
mulae for tax-sharing will have to be replac¬ 
ed with a transfer scheme that is related to 
final needs rather than a priori considera¬ 
tions such as contribution population, per 
capita income, and poverty. 

Having said this, we may have to recognise 
at the level of practical policy that it may 
not be possible to altogether abandon 
entitlement-based tax-sharing because of en¬ 
trenched practices and the political compul 
sions to give some share in the shareable 
taxes to all states, rich and poor. In that case, 
the .second-best approach would be to adopt 
as progressive a formula as possible for tax¬ 
sharing and to limit the percentage of the 
vertical transfer going to the surplus states 
by reserving a good proportion of it solely 
for distribution to the others. To a limited 
extent the Eighth Commis.sion had opened 
up this approach. Its formula for tax-sharing 
was reasonably progressive and this formula 
could be modified to make it more pro¬ 
gressive. The Eighth Commission had kept 
apart 5 per cent of union excise duties for 
transfers to deficit states and the proportion 
of such sequestration could be increased 
much more. An approach on these lines to 
tax-sharing will have the effect of limiting 
entitlement-based transfers and release a 
larger element'of the vertical transfer for 
being directed to the deficit states based on 
their developmental needs and revenue 
potential and performance. 

Dangers oe So-Cali.ed Normative 
Approach for 1990-95 

We must also express some serious reser¬ 
vations regarding the approach to the nor¬ 
mative assessment of non-plan revenue 


Table 8: Population Shares, 1971 and 1981* 

(Per Cent) 


State 

1971 

1981 

1 Andhra Pradesh 

7.94 

7.81 

2 Bihar 

10.28 

10.21 

.1 Gujarat 

4.87 

4.97 

4 Haryana 

1.83 

1.88 

5 Karnataka 

5.34 

5,42 

6 Kerala 

3.89 

3 71 

7 Madhya Pradesh 

7.60 

7.62 

8 Maharashtra 

9.20 

9.17 

9 Orissa 

4.00 

3.84 

10 Punjab 

2.47 

2.44 

11 Rajasthan 

4.70 

4.99 

12 Tamil Nadu 

7.52 

7.06 

13 Uttar Pradesh 

16.12 

16.21 

14 West Bengal 

8.08 

7.97 

10.21 


Note: • Sikkim included. 
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expenditures which the commission proposes 
to follow for 1990-95. This, as indicated in 
paragraph 2.43 of its Report, would consist 
in: 

(a) assessing expenditures on ‘administrative 
and general services’ on the basis of the 
justifiable costs of providing an average 
standard of these services in the different 
slates: 

(b) assessing expenditures on ‘social and 
economic services’ on the basis of providing 
physical standards of services already attain¬ 
ed at justifiable costs; and 

;c) taking a view as to which expenditures 
on various welfare programmes and sub- 
>idics are to be, partially or fully, disallowed 
by applying uniform criteria. 

Previous commissions have taken a view 
of ‘justifiable costs’ of salary expenditures 
md of maintenance expenditures for assets 
already created. It would appear that the 
Ninth Commission intends to go far beyond 
this practice and extend itself to standards 
of administrative and general services, non- 
salary costs of social and economic services, 
and into the validity of subsidies and social 
welfare schemes which arc already being im¬ 
plemented. In regard to administrative and 
general services- such as general administ- 
laiion, judicial services and police—it is not 
legitimate, for example, tor a finance com¬ 
mission to take the view that a particular 
slate should not have more districts or 
courts, or more policemen per square 
kilometre or population, than the ‘average’. 
Standards m such services have to be allowed 
to reflect local conditions and the states’ 
priorities. In regard to social and economic 
services, the commission’s approach implies 
a differentiation between welfare schemes 
and subsidies on the one hand and all other 
social and the economic services on the 
other. In the case of the former, standards 
of services already attained are being 
recognised m the normative assessment but 
at justifiable costs. This means that in this 
category of expenditures the commission has 
taken on the task of formulating detailed 
guidelines of ‘justifiable’ costs for non¬ 
salary expenditures as well, such as drugs 
and diet in hospitals, library and laboratory 
provisions for schools, scholarships and 
stipends for poor students and so on. In tak¬ 
ing up this task the commission might be 
over-extending its expertise apart from in¬ 
vading states' juiisdiction. In the large 
category of welfare programmes and sub 
sidles the commission intends to assert itself 
even more by ‘disallowing’ expenditures, par¬ 
tially or wholly, on entire schemes regardless 
of standards already attained. 

The commission has tried to cover itsell 
by arguing (para 12.5) that “this does not 
imply any value judgment that such excess 
expenditure is necessarily undesirable”. It 
recognises that the states have the prero¬ 
gative to incur c'xpenditures as sanctioned 
by their legislatures but is of the view that 
“all of these extra expenditures would have 
to be met out of the own resource effort of 


the government concerned”. Inasmuch as 
these expenditures are already being financ¬ 
ed, this stance implies a retrospective ap¬ 
plication of the commission’s standards and 
prejudices to the extant priorities and prac¬ 
tices of the states. In effect such a counter- 
factual approach would lead to a cut-back 
in social and economic services in general 
and in welfare programmes in particular of 
the poorer states. If the commission is to 
proceed with this draconian approach to 
fiscal adjustment at the cost of welfare, it 
will, in comparison, make the IMF appear 
socialist 

The commission can avoid getting into 
this untenable posture if it were to be less 
pompous about its ‘normative approach’ 
and confine its norms to revenues, salaries, 
and maintenance expenditures leaving it to 
the Planning Conimis.sion to decide on the 
incremental social, economic, and welfare 
expenditures to be allowed to each state in 
the light of the actual standards already at¬ 
tained by them. In other words, developmen¬ 
tal norms should be prospectively promoted, 
rather than retrospectively enforced, with 
reference, as we have earlier argued, to a 
basic minimum needs approach with such 
an approach being explicitly articulated. 

PROHIBiriON 

It IS also untenable for the commission to 
take the view that “the cost of prohibition, 
to the extent not compensated by increase 
in other revenues, in the years to come will 
have to be boi ne by the slates” (para 3.15). 
The Finance Commission, which owes its 
existence to Part XII of the constitution, 
should be aware that, according to Pail 111 
of the .same document, prohibition is a 
Directive Piinciple of state policy. The finan¬ 
cial implications of implementing a direc¬ 
tive principle cannot but be wholly con¬ 
sidered as a normative cost. 

Phasing Out Revenuh DtuciTs Who 
W ll 1 BF HURT’ 

Finally, we would like to draw attention 
to the implications of the commi.ssion’s 
stated objective of phasing out revenue 
deficits at the centre and in each of the states 
by 1994-95 According to the figures furnish¬ 
ed in the Commission’s Report (paras 2.30 
and 12.7), the centre’s revenue deficit in 

1987- 88 was 2.6 per cent of GDP and that 
of the deficit states totailed to 0.7 per cent. 
The budgetary estimates for 1988-89 place 
the centre’s deficit at 2.7 per cent of GDP 
and that of the deficit states at 0.6 per cent; 
and, in the normai course, actual deficits in 

1988- 89 can be expected to be higher. The 
commission’s projections for 1989-90 indi¬ 
cate a drastic reduction of the centre’s deficit 
to 1.9 per cent of GDP and that of the deficit 
states to 0,3 per cent. In GDP terms this is 
a reduction of one-third of the centre’s 
deficit and of one half of that of the deficit 
states in a single year. Before the ink starts 
to flow on the Second Report of the com¬ 
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mission, the central and state budgets for 

1989-90 would have been presented and it 
would be interesting to sec to what extent 
the commission’s anticipations materialise. 
Moreover, according to current information, 
the Planning Commission is reported to be 
in a bullish mood about growth targets for 
the Eighth Plan (1990-95) ranging from 6 per 
cent per annum to anywhere up to 8 per cent. 
These developments lead to two questions. 
First, on the basis of a realistic revised base¬ 
line for 1990-91, which will have to take in¬ 
to account 1988-89 actuals and 1989-90 
budgets, would it make sense for the com¬ 
mission to attempt to phase out revenue 
deficits in the centre and in alt the states 
within five years? Second, and if so, is the 
commission’s arithmetic likely to be consis¬ 
tent with the welfare and growth objectives 
of the Eighth Plan? It is extremely unlikely 
that the answer to either of these questions 
will turn out to be in the affirmative. 

The commission on its part has indicated 
(para 2.21) that its Second Report will con¬ 
tain “detailed recommendations” on the 
“kind of policy changes” needed to achieve 
“the elimination of the revenue deficit” in 
the medium term. We have no doubt that the 
distilled wisdom of the.se detailed recom¬ 
mendations will cover familiar ground: im¬ 
provements to tax revenues, recovery of user 
charges, reduction of subsidies, better 
returns from enterpri,ses, economy and effi¬ 
ciency in expenditures, cutting down non¬ 
plan outlays, zero-base budgeting, and so 
on. Rhetoric on these lines will be accom¬ 
panied by projections of revenue deficits 
which might on paper balance the revenue 
account of the centre and the states by 
1994-95 and the commission will claim that 
the end-result will not be ‘unachievable’ if 
there is sufficient financial discipline and 
political will to implement its detailed 
reconimcndations relating to policy. With 
that the commission’s task will be over but 
its ‘financial discipline’ will operate in an 
asymmetric manner between the centre and 
the states. The former will be free to print 
notes to cover the actual level of its revenue 
deficits from year to year while the states will 
necessarily have to live within the limits im¬ 
posed by the quantum and distribution of 
transfers to them. In other words, while the 
centre will be exposed only to the hortatory 
impact of the commission’s report, the states 
will have to submit to the operational con¬ 
straints of its scheme. 

To say this is not to argue that adjustment 
ot revenues and expenditures towards achiev¬ 
ing equiibrium is not necessary. Our argu¬ 
ment is only that given current levels of the 
revenue deficits in the centre-state system, 
it may not be possible to phase them out at 
all levels within five years without serious 
detriment to welfare and growth and going 
against an ambitious Eighth Plan. The 
period of adjustment may have to be longer. 
What it should be and how the trajectory 
of adjustment should be arrived at within 
this period are issues that can be answered 


95 



• only on the basis of the Eighth Plan. As 
^'^uch, the commission's preconceived 
''deadline of 1994-95 for the elimination of 
);Kvenue deficits at the centre and in the states 
!'is premature. Besides, as already explained, 
.'faw schane of transfers for 1990-95 based 
this objective will, as reality unfolds, af- 
'^fect the states much more than the centre 
;%ecause as far as the centre is concerned the 
I'Vinance Commission's award will only bark 
i|>ut as far as the states are concerned it will 
isite 


1 These 14 slates are Andhra Pradesh, Bihar, 
Gujarat, Haryana, Karnataka, Kerala, 
Madhya Pradesh, Maharashtra, Orissa, 
Punjab, Rajasthan, Ikmil Nadu, Uttar 
Pradesh, and West Bengal. The remaining 
11 states which have been treated as Special 
Category States are Arunachal Pradesh, 
Assam, Himachal Pradesh, Jammu and 


Kashmir, Manipur, Meghalaya, Nagaland, 
Sikkim, 'IVipura, Goa and Mizoram. 

2 Incidentally, the effective presence of Lai 
Thanhawla in the commission is reflected 
by the copious tears that the report (para 
8.16) sheds for its inability to give a share 
in the railway grant for Mizoram which has 
neither railway lines nor an out-agency. 

3 There is also, of course, the well known issue 
of the reliability and robustness of the Plan¬ 
ning Commission’s poverty estimates. 

4 In due course, econometricians will no 
doubt comment on the regression formula. 
Our own sympathies lie with state finance 
secretaries who may be required to explain 
to their chief mimsters and finance ministers 
the esoteric language of Appendix I of the 
report which contains the methodological 
note on its use of pooled cross-section and 
time-senes data to measure relative taxable 
capacities. Imagine, for instancf, having to 
enlighten oneself, and thereafter N T Rama 
Rao in Telugu, of “heleroscedasticity” being 
reduced by "two variants of the Olesjer 


method"! Be that u it may, the commis¬ 
sion could have very well avoided all this 
sado-masochistic mysUfleation by using the 
straightforward tax-income ratio. We ap¬ 
plied the income-group tax-income ratios 
(1982-85 averages) to the 1984-85 SDP for 
each stale and scaled it up for buoyancy 
with the ratio of total trend tax revenues in 
1989-90 to tax revenues in 1984-85. Finer 
tuning was not possible for lack of infor¬ 
mation in the report of additional tax 
estimated in 1985-86 to 1989-90. The norms 
thus obtained, except for four states, were 
within 8 per cent of the commission’s MNE. 
In the case of the three undertaxed states, 
they were within 10 per cent of the nor¬ 
mative estimate and in one outlier state 
(Karnataka) it was 15 per cent mote than 
the MNE. It is welcome that the commis¬ 
sion proposes to use the representative tax 
system method in its Second Report for the 
logic in that approach is likely to be more 
transparent to the audience to which the 
report is (or ought to be) addressed 
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Market and Plan in Soviet Union 

Deb Kumar Bose 

The debate over the role of the market in a planned economy has a history as old as socialism within the Soviet 
Union and even older for the outside world. This paper analyses the issue in the light of contributions made 
by the earlier participants in the debate. The twists and turns in the debate, influenced by the developments tak¬ 
ing place within the Soviet Uriion are relevant to the present restructuring of the Soviet economy. 


THE Soviet Union is going through a pro¬ 
cess of major changes in the structure of her 
economy. The economy is taking a hew 
direction by seeking to graft the market 
system within the structure of planning. The 
foundation of the Soviet economy was laid 
through the achievements under the suc¬ 
cessive flve year plans during the most 
critical periods in her history. The records 
were unparaileled in the history of economic 
development. Despite the devastating 
damages suffered b^ the Soviet Union ill the 
civil war and the two world wars, not only 
the economy was rehabilitated but it 
developed fast enough to surpass all the 
countries in the levels of production of coal, 
oil, steel, cement, fertilisers and a number 
of other industrial products in course of 
time. The method of centralised planning 
followed proved its worth throughout all 
these years. Why then is it considered 
necessary to introduce market forces into the 
system which were discarded long ago? 

it is not however for the first time that 
such questions are being raised. The debate 
over the question has a history as old at of 
socialism within the Soviet Union and even 
older for the outside world. The objective 
of the paper is to analyse the issues in the 
light of contributions made by the earlier 
participants in the debate. IVvists and turns 
in the debate, influenced by the development 
taking place within the Soviet Union, have 
relevance to the present move for restructur¬ 
ing of the economy. 

As early as in 1908, Barone had joihed 
issue with the socialists that an economy 
could be run by a central authority direc¬ 
ting the production and exchange of goods 
without resorting to market rules.' An 
equilibrium was obtained in a market 
economy through interactions of millioni of 
consumers and producers, each acting In¬ 
dependently of each other, giving rise to ap¬ 
propriate prices. If a central authority were 
to substitute for the market process, it had 
to formulate a series of equations which 
would simulate the market economy with 
regard to allocation of resources, distribu¬ 
tion of income, and exchange of goods. In 
the process, Barone maintained, all the 
economic categories of a market economy 
for accumulation of capital, rate of interest, 
competitive prices, etc, will have to be reviv¬ 
ed. Hence it was inconceivable that a cen¬ 
tralised economy could work on socialist 
principles. 

War Communism 

After the assumption of power by the 
Bolsheviks in 1917, the opponents to the 


regime raised white armies to wage a civil 
war across the country, supported by armed 
intervention by foreign powers. The white 
armies occupied a large part of the coun¬ 
try. There was a need for total mobilisation 
of scarce resources in defence of the revolu¬ 
tion. The centralised system of allocation of 
resources conformed to the exigencies of the 
war situation. Resources were allocated by 
directives without resorting to the mecha¬ 
nism of exchange through money. A ‘money¬ 
less economy’, which emerged in the process, 
characterised the [>eriod of war communism 
from 1918 to 1921. 

The bourgeois ciritics of socialism reacted 
with vehemence. “What is happening under 
the rule of Lenin and TVotsky is merely 
destruction and annihilation” exclaimed Von 
Mises.^ Von Mises argued that in a 
capitalist system where means of production 
were privately owned, both the consumer 
and the producer independently calculated 
the price of the product in terms of money 
for themselves. The commodities were ex¬ 
changed through interaction of this kind of 
valuation by the individuals in the society. 
This process ensured, in a competitive 
economy, efficiency in production and 
satisfaction of consumers. This rationality 
is absent in a socialist economy and cannot 
be introduced in a centralised system where 
allocations are made through arbitrary 
valuations without the intermediation of 
money. Since the producer goods were not 
exchanged in a socialist .society there was no 
means of determining its value in money 
terms, even if money were used in exchange 
of consumer goods. Von Mises thought that 
every step that took us away from the private 
ownenhip of the means of production and 
from the use of money also took us away 
from rational economies. 

Marxists, on the other hand, welcomed 
the development under war communism as 
a vindication of their ideal of a true 
communist society. Anarchy of the market, 
ruled by the laws of commodity exchange 
effected through the medium of money, was 
replaced by barter of goods and services. 
Allocation of resources was being made by 
the state in accordance with the objectives 
of national interest. Monetary transactions 
were reduced to a minimum, principally 
because the value of money continually 
declined from the state’s resorting to prin¬ 
ting of currency to defray expenses for 
fighting the civil war and foreign interven¬ 
tion. Preobrazhensky greeted the infla¬ 
tionary printing press as “that machine gun 
which attac'xed the bourgeois regime in its 
rear, namely through its monetary system".’ 


The Bolshevik leaders like Lenin, TVotsky, 
Bukharin and others approved of the system. 
A resolution of the Eighth Congress of the 
Party in March 1919 spoke of “widening the 
sphere of moneyless settlements” in order 
to “pave the way for the abolition of 
money”. ‘ 

The period of war communism however 
did not last long. In a few years time stresses 
appeared in the system. With the economy 
in disarray due to protracted civil war, pro¬ 
duction in the industries suffered. The 
dwindling supply of manufactured goods 
discouraged the peasantry from offering 
sufficient foodgrains in exchange for pro¬ 
ducts of the industrial workers. The govern¬ 
ment resorted to forcible collection of grains 
from the countryside by organising raids on 
rich peasant households (kulaks) under the 
leadership of the poor peasants and 
agricultural labourers. The kulaks reacted by 
slaughter of livestock and contraction of 
area for cultivation. Their discontent pro¬ 
vided a ready base for the support of the 
white armies engaged in the civil war against 
the Bolsheviks. 

New Economic Policy 

Lenin was quick to note the danger arising 
from the widening cleavage between the 
industrial proletariat and the peasantry. He 
observed the growing alienation of the 
workers who were turning hostile because of 
the arbitrary directives about the targets of 
production by the central authorities who 
failed to supply requisite fuel and raw 
materials for production. Sensing the time 
for change, Lenin urged the scrapping of the 
policy for requisitioning of products which 
had a major role in war communism and 
outlined an alternative policy which came 
to be termed as New Economic Policy (NEP) 
in the Ibnth Congress of the Communist 
Party in March 1921. The NEP covered the 
years from 1921 to late twenties.’ 

It will be instructive to pursue the develop¬ 
ment under NEP in some detail since it is 
now taken to be the principal frame of 
reference in discussions on economic 
restructuring. 

The principal objective of the NEP was 
the restoration of commercial transactions 
in the economy. Compulsory requisitioning 
of the peasants surplus was replaced by an 
agricultural tax in kind.‘ At a later stage 
this further gave way to tax in money with 
the reintroduction of the monetary system. 
The agricultural tax permitted the peasantry 
to trade in the part of their surplus produce 
remaining with them after the tax. It opened, 
as a consequence, the way for revival of a 
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market in agricultural produce and hence in 
exchanges between agricultural and 
industrial products. Circulation of money 
followed as a natural sequel. 

The course taken by the industrial enter¬ 
prises was somewhat different.^ The in¬ 
dustrial policy under war communism 
accelerated the process of nationalisation 
which had already embraced the large and 
medium industries. It was later extended to 
small industrial enterprises as well. Produc¬ 
tion and exchange of products were all 
directed by the central authority set up for 
the purpose. The centralised system of 
supply of materials and foodstuffs to 
industrial units were discontinued under 
NEP as a logical consequence of the revival 
of a free peasant economy. Industrial enter¬ 
prises were now obliged to make their own 
arrangement for purchase of raw materials 
and sale of their products in the open 
market. The new policy was implemented by 
stages. Heavy industry, including fuel and 
metals and other industries meeting the 
requirement of centralised construction 
projects, “ the products of which can only 
be used by the state and cannot be placed 
in the open market, or else undertakings 
delivering the greater part of their produc¬ 
tion to the state”, continued to be under the 
administrative control of the centralised state 
organs. The rest of the enterprises, mainly 
catering to ordinary consumers, were to 
function with complete financial and 
commercial independence. All state enter- 
prise.s, whether administered centrally or 
not, were required to be matiaged on a com¬ 
mercial basis. 

The NEP allowed denationalisation of 
small enterprises, mostly workshops rather 
than factories, and restored them to their 
erstwhile owners; but their share in total 
industrial production remained insignificant. 
It was in trade, particularly in retail trade, 
that private enterprise nourished under 
NEP. 

NEP was characterised as a retreat from 
the advance achieved under war communism 
by a section of the communi.sts identified 
as left communists. Preobrazhenski was 
among them. He drew attention to the 
danger of development of the kulak-farmer 
type ot economy under NEP. In a thesis sub¬ 
mitted to the Central Committee in 1922, 
Preobrazhenski referred to the stratum of 
peasantry, which has “preserved the 
economic stability throughout the civil war 
and strengthened itself in the period of the 
most acute dependence of thC town on the 
country”, was establishing its predominance.* 

Not unexpectedly, foreign bourgeoi.s 
circles hailed the introduction of NEP as a 
recognition of failure of socialism and made 
predictions about restoration of capitalism 
in Soviet Union. Russian emigre, Miliukov, 
spoke in 1922 of NEP as the "beginning of 
the end”. Prokopovitch declared that there 
was "little hope for the rc-establishment of 
the Russian national and state economy” ’ 

Not that Lenin was unaware of the 


problem. While addressing the Congress of 
the Party in 1921, he admitted of the 
possibility of the kulaks strengthening their 
position. He said; 

We must not shut our eyes to the fact that 
the replacement of requisitioning by the tax 
means that the kulak element under this 
system will grow far more than hitherto. It 
will grow in places where it could not grow 
before. 

Nevertheless, he considered NEP as 
unavoidable in the context of the growing 
difficulties under war communism. “War 
communism was thrust upon us by war and 
ruin”, said I^nin, “it was not, nor could it 
be, a policy that corresponded to the 
economic tasks of the proletariat. It was a 
temporary measure.”" As for NEP, he con¬ 
sidered it to be a transitional system where 
there was an intermingling of capitalist and 
socialist elements. A correct economic policy 
was to be pursued by the state to restrain the 
growth of the capitalist elements and develop 
the socialist forces. It was guranaieed by the 
leading role of the working class and the 
commanding heights in the economy con¬ 
trolled by the Soviet state. 

The apprehension of a revival of capita¬ 
lism in the Soviet Union was not unfounded. 
The successful! small farmers gradually 
swelled the ranks of the rich peasants, the 
kulaks, and adopted strategies for securing 
control over more lands and cornered slocks 
of grams to raise their price in the market. 
The poorer section of the peasantry con¬ 
tinued to produce small volumes of grains 
for lack of adequate resources. It was con¬ 
sidered necessary to counter the forces of the 
kulaks through reorganisation of the small 
farms into co-operatives which could make 
use of agricultural machines and tractors 
and scientific methods of intensive 
agriculture. Collective farming by the co¬ 
operatives yielded eventually a large 
marketable surplus which helped break the 
hold of the kulaks on the gram trade and 
supplied the expanding industry and an ex¬ 
panding population. 

Simultaneously with the development in 
agriculture the Soviet state consolidated the 
organisation ot the industrial units under it 
through the central economic authority, 
Vesenkha, established after the revolution. 
Management of so many industrial units by 
the state soon brought home the need for 
working out a long-term perspective for their 
development. It was in this context that the 
idea of a nation-wide five-year plan took 
concrete shape. First Five-Year Plan was 
approved at the Sixteenth Party Conference 
in April 1929, although it was already being 
implemented from October 1928.'^ 

SociAUsi Planning 

Introduction of the five-year plans under¬ 
mined the role of markets in the economy. 
Planning for the economic activities of the 
whole nation, and that too for as long a 
period as five years conceived against the 
persepetive for an even longer period, was 


utterly novel for the world at that time. It 
earned the Bolsheviks the epithet of the 
dreamers. The five-year plans, drawn up by 
the planning authority, Gosplan, actually 
chalked out the levels of production to be 
attained by the different sectors of the 
economy at the aggregative level. At lower 
levels these were further detailed out into 
items of production by individual produc¬ 
tion units. Economic authorities at different 
levels set out targets of production quotas 
for distribution of important inputs, prices 
of which were also determined by agencies 
exogenous to the production units. The 
scope of market forces, demand and supply, 
to influence prices was considerably reduced. 

The system could be enforced with greater 
rigidity in the industrial sector than in 
agriculture. The farms in the agricultural 
sector were brought under the slate control 
through collectivisation or co-operativi- 
sation. Exchanges in agricultural products 
were channelised largely through the 
marketing agencies organised by the state. 

The method of planning by direct alloca¬ 
tion of resources rather than depending on 
the indicators of a market economy for the 
development of an economy generated great 
interest among the economists around the 
world. Sceptics in the capitalist world, 
however predicted the downfall of the 
socialist system because of its abandoning 
the capitalist market system which alone 
could ensure etficiency in the production 
system. 

Von Hayek argued that if a central 
authority desired to allocate the resources 
to production units in an optimal manner 
it had to collect information about all com¬ 
modities which would be bought at different 
combination of prices and analyse them ap¬ 
propriately before taking decisions as re¬ 
quired.” I. C Robbins thought that the cen¬ 
tral authority would require to solve millions 
of equations for demand and supply of as 
many commodities to reach an optimal solu¬ 
tion.” Apparently this was not practicable 
and hence the central planning mechanism 
of the marxian type could not but be 
arbitrary and inefficient. 

Marxists in Soviet Union, following 
Lenin, met the arguments by claiming that 
it was free competition in the market that 
led to anarchy in production and emergence 
of monopoly in a capitalist society. Only 
under socialism, where the means of produc¬ 
tion were owned by the slate, it was possi¬ 
ble to allocate the resources centrally in a 
rational manner with the objectives deter¬ 
mined at the national level. Bukharin and 
Preobrazhenski, while conceding that 
market would retain a limited role under 
socialism held that it would disappear, along 
with money, altogether under the next stage 
marked by communism.'* Bukharin further 
argued that once the capitalist system of pro¬ 
duction lost its equilibrium through revolu¬ 
tionary action, a new equilibrium would be 
attained under planned economy. In a 
developed communist society there would be 
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no spontaneous working of the market and 
the law of surplus value would cease to 
operate. In the transitional stage, however, 
sectors of economy would exist where the 
law of value continued to operate.''’ 

An entirely different approach was 
adopted by Lange and Taylor to counter the 
arguments of the bourgeois critics.’’ Their 
rebuttal remains an important landmark in 
the literature on the economics of planning 
and the market. The thurst of the argument 
developed by Lange was that it was perfectly 
feasible to reconcile the market system 
within a planned economy on rational prin¬ 
ciples. Contrary to the views held by Hayek 
and Robbins, a centralised system need not 
determine quantities and prices of the dif¬ 
ferent products arbitrarily. He described a 
procedure in which a central planning 
authority adjusted the quantity and the price 
of a product by equating the demand for it 
in the market and its supply through pro¬ 
duction. The procedure was based on an idea 
expounded by Taylor in 1929.'“ 

In this procedure, the central planning 
authority is required to allocate a given 
volume of resources between the different 
units of production in a way that the overall 
, objective of the plan, say, maximisation of 
net returns over costs to the society subject 
to the limitation of resources, is achieved. 
The central authority initially sets a price, 
which IS actually an accounting or shadow 
price, corresponding to the budget at Its 
disposal and the production units work out 
their scales of production where the 
marginal cost equals the marginal return at 
the given price. If the price is appropriately 
chosen, the demand for resources by the in¬ 
dividual production units will just add up 
to the total volume available with the centre. 
If however the shadow price chosen by the 
central authority is too high, the producing 
units will be obliged to restrict their outlays 
to a lower level in order to satisfy the 
marginality conditions. Consequently the 
demand for the resources will fall short of 
its availability. In the opposite case there will 
be an excess demand over the supply of 
resources. In this manner an equilibrium 
price which equates demand and supply can 
be reached through a number of trial and 
error exercises, as in a competitive economy. 

In technical terms, it could be seen as a 
problem in constrained optimisation, where 
the given resources available with the cen¬ 
tre were to be allocated between the different 
production units such that the aggregate 
returns from their (Operation would be maxi¬ 
mum. A rigorous solution to this type of 
problem was worked out by L V Kantorovich 
later in 1939 in the Soviet Union who in¬ 
novated the technique of mathematical pro¬ 
gramming for maximisation’ of returns or 
minimisation of costs in industrial ac¬ 
tivities.” Similar results were obtained in¬ 
dependently by G B Dantzig in the United 
States which became more widely known as 
linear programming (LP) method in the 
west.^® Kantorovich and Dantzig showed 
that an optimal solution for a firm maximis¬ 


ing returns (or maximising output) with a 
given volume of resources determined both 
the levels of activities and the accounting 
prie'es for the resources utilised simul¬ 
taneously. Thai is, the LP solution, while 
determining the optimal level of activities for 
a firm maximising returns with a given 
volume of resources, also yielded a set of ac¬ 
counting prices (dual prices) for the 
resources utilised in production. The duality 
theorem in LP stated that if the firm, instead 
of maximising returns, tried to minimise the 
cost of production with the dual prices, the 
same solution as earlier would be obtained. 

The approach of LP was followed by 
Hungarian economists Kornai and Liptak 
10 develop a model for two-level planning 
where a central authority allocated resources 
to regional authorities who were required to 
make the best use of them through LP 
method independently such that the overall 
objective of the central authority for maxi¬ 
misation was achieved. The method in the 
model envisages a two-way exchange of in¬ 
formation about the prices the cetrally 
allocated resources would be fetching in the 
different regions when optimising program¬ 
mes are worked out by the regional autho¬ 
rities. The centre would be reallocating the 
resources between the regions on receipt of 
.such information so that it is possible to 
finally reach the most efficient solution. The 
exercise on the two-way exchange has to be 
repeated a number of times until the final 
solution is obtained. The mathematical con¬ 
ditions for the existence of such a solution 
and the method of its solution have been 
discus.sed by Kornai and Liptak.^' It will be 
evident from the discussion above that there 
is a firm theoretical foundation for a decen¬ 
tralised procedure in planning where centre 
only allocates the resources and the regional 
authority, or constituent units in general, 
determine their levels of activities freely for 
themselves with the given resources. 

It may be seen that Lange was concerned 
with the same problem for decentralisation 
of planning. In Lange’s scheme, the centre 
announced the prices to be adopted by the 
units and sought to maximise profits with 
the resources available at the given prices. 
The duality theorem in LP however showed 
that the same solution could be obtained if 
the centre had allocated the same volumes 
of resources to the units. 

Confounding the doubts expressed by ex¬ 
perts however the Soviet economy achieved 
high rates of growth in all the sectors 
through the successive five year plans which 
were based upon centralised guidance and 
a minimal dependence on market forms. The 
way a peasant economy was transformed 
into an industrialised economy over barely 
a few decades, compressing in time what re¬ 
quired much longer for other economies, 
was truly remarkable. The success was attri¬ 
buted firstly to the changed environment in 
the society where the workers were motivated 
and directly involved in executing the plann¬ 
ed projects and secondly, the methodology 
of planning adopted in the period eminently 


suited the need for close control over the 
scarce resources which had to be carefully 
allocated to yield the best results. The plan¬ 
ning process in the Sosiet Union stood the 
severest tests during two periods in history. 
The first was in the thirties, when the Grea' 
Depression affected the economies in the rest 
of the world. The economic achievements 
of the Soviet economy during the same 
period stood out in sharp relief. The second 
period related to the massive reconstruction 
of her economy after the devastations of the 
Nazi aggression. On both the occasions the 
available resources were grossly inadequate 
to meet the demands for reconstruction of 
the economy. Supply of goods fell far short 
of demand. Careful utili.sation of the scarce 
resources was the prime need. The approach 
of central planning was the most effective 
means to answer the need. Its success was 
registered in ihc phenomenal growth of in¬ 
dustries in the Soviet Union. By 1950 the 
country, overcoming the ravages of war, 
emerged as the second-most industrialised 
nation in the world. 

Dfmanijs of the New Situation 

In the meantime number of changes were 
taking place in the economic scene of the 
Soviet Union With the rise in the level of 
production m different sectors of the 
economy peoples’ income maintained a 
steady increase. As peoples’ income grew the 
pattern of demand for goods and services 
also kept changing. In times of difficulties, 
when the supply was limited and when the 
level of personal income was relatively low, 
people had little scope to choose from 
among the commodities available for pur¬ 
chase. Long queues formed to pick up the 
goods which consisted mostly of basic 
necessities. Once the production system at¬ 
tained a level of output where the supply of 
essential consumer goods was large enough 
to meet the demand for them, a buyers’ 
market came into existence. It now became 
possible for the buyers to discriminate bet¬ 
ween the variety of goods available and their 
quality. 

A new situation has arisen in the con¬ 
sumer durables market. Servicing of con¬ 
sumer durables like car, refrigerator, televi¬ 
sion, etc, has been failing to keep up with 
rising requirements for it. As in other 
developed economies, the Soviet economy 
has also reached a stage where consumer 
durables and expenditure on services assume 
a significant proportion of the total expen¬ 
diture of individuals. Consumer durables are 
produced on mass scale in factories and afe 
distributed all over the country among 
households. These used to be serviced by the 
staff belonging to state level organisations. 
The quality of their servicing left much to 
be desired. The result was that an informal 
sector developed in the economy where skill¬ 
ed workers attended to such jobs in their 
respective localities. The practice has been 
far too widespread to be ignored by the state. 
It has now bMn recognised by the authority 
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as a legitimate activity on the part'of the 
workers who can attend to such work out¬ 
side their hours of duty in their workplace. 
Workers can form a team for such purpose 
as well. Similar opportunities have been 
opened for a number of professional services. 

The system of production by directives 
that worked effectively in times of national 
crisis had already been losing its efficiency. 
In the latter part of 1970s there were un¬ 
mistakable signs of stowing down in the 
growth of the economy. The incrcu.se in the 
overall index for development measured in 
terms of labour inputs declined from 21 per 
cent during the Ninth Plan (1971-7.S) to 1,^ 
per cent in the Tenth Plan period (1976-80) 
and reached 10 per cent in the Eleventh Plan 
(1981-85). Output of coal, malleable iron rind 
manganese ore remained static from 1978 to 
1985. Agricultural production also suffered 
a serious .setback.‘’ 

Thc Soviet piodiiction system was not 
however capable of responding to tin- 
demands of the new situation. Accustomed 
to produce according to central directives on 
specifications of products and their levels of 
production, an enterprise was not free to 
adjust the output of various products accor¬ 
ding to changes in their demand in the 
market. Given the importance attached to 
the achievement of laigeled pioduciion, 
managers of the enteipuses weie less con¬ 
cerned with the quality of the products. Tin- 
result was that many firms found themselves 
holding on to stocks of unsold goods. Whi'e 
prices remained I'ixcd, wages wcie pci milled 
to ri.se leading to excess demand foi a laigc 
number of goods preferred by the consumers 
at the same time. Its outcome was an inci¬ 
pient growth of a dual economy where such 
goods found their way through the 
backdoor. The planning authority failed to 
remedy the situation. The prices centrally 
determined by it often bore little relation to 
the conditions of demand and supply. 

The tendency among the Soviet policy¬ 
makers to rate the powers of the planning 
mechanism so strong that it could overiidc 
the economic laws of the market altogether 
was criticised even by Stalin as fai back 
as 1951.^’ Discussing the economic laws 
under socialism, Stalin acknowledged 
that as long as commodity production 
and commodity circulation continued, 
the law of value would also operate 
through their purchase and sale under the 
socialist system. A planned economy did not 
imply that prices of the products could be 
determined arbitrarily. Failure to appreciate 
the role of the law of value on the part of 
the planners was responsible for unreal pric¬ 
ing being formulated in the sphere of pro¬ 
duction which was reflected in the unsold 
stock or .shortage of goods. Judging by the 
results, however, one would hardly notice any 
remarkable effect of these comments on the 
practices of the planners in Soviet Union. 

The performance of the agricultural sector 
suffered further by comparison with other 
sectors. While acreage under crops increased 
by leaps and bounds, virgin areas in difficult 


regions of Siberia and Central Asia being 
brought to cultivation by determined efforts, 
the productivity gain per acre was uneven 
over the years Agriculture continued to be 
susceptible to severe changes in climate. It 
may be observed that large tracks of land 
in Soveit Union suffers fiom deficiency of 
physical nature. Most of the fertile black 
areas in the south of the USSR have low 
average rainfall. Frost has been another 
handicap. Areas where frost-free period is 
favourable for agriculture, account for barely 
15 per cent of the cultivable land. 

After the end of the NEP period, collec¬ 
tive and state farms came to dominate the 
economy. The stale invested a large amount 
of funds 10 equip the farms with mechanised 
equipment and supply of chemical inputs. 
C-onsiderable achievement was made in 
agriculture during the plan period before 
and after the world war. Nevertheless, fluc¬ 
tuations in the level ol production remain¬ 
ed a source ol worry for the country. Various 
changes in the management system in 
agriculture have been introduced from time 
lo time to impiove yield from agriculture. 
Recent changes are yet another move to 
retrieve the situation. Conditions in 
agriculture deteriorated particularly from 
late 1950s, when the level of production 
icm.uned stagnant around 100 million ton¬ 
nes. The situation seemed lo improve in the 
1960s when the figuie reached 1.14 million 
tonnes in 1965 The growth rate for 
agriculture howevet remained low at the level 
of 2 lo .1 per cent per annum *■* Fluctua¬ 
tions were mote violent in the 1970s. The 
long-leini growth rale appears to have 
declined even tuilhcr. 

CHANGbS IN MANAGbMbNT Ob THE 
Economy 

It became imperative in view of the con¬ 
ditions in the economy, to consider major 
changes in the system of management of the 
economy. A closer analysis of the perfor¬ 
mance of the economy revealed that higher 
levels of output achieved was mainly by the 
extensive use of labour in production. The 
contribution of labour productivity to total 
pioduction, which depended on 
technological progress, remained smalt. 
Further, it was observed that the production 
system was using up inputs and raw 
materials at a faster rate than the rise in pro¬ 
duction. It was necessary to emphasise 
improvement in labour productivity and 
make more productive use of the inputs tc 
raise production. This called for greater 
incentives to the workers and planned invest 
mciii for the modernisation of the plants. 

The series of measures initiated under 
perestroika in the Soviet Union aims .at 
unleashing the initiative of the individuals 
in the performance of their work. The 
objective is sought to be achieved by vesting 
greater authority on the manufacturing units 
who are required to determine their level of 
production to earn maximum profit by 
responding to market signals instead of 


directives from planning authorities. The 
central planning authority lays down overall 
policy for prices and wages. Since prices can 
move over a defined range, profits can be 
increased only by minimising costs of pro¬ 
duction through adoption of improved 
technology for production and use of a 
minimum of inputs. 

A major departure in the new policy, 
however, is the shift in emphasis from state- 
owned enterprises to co-operative enterprises 
in small and medium .sector in industry, 
agriculture and service occupations where 
resources are to be mobilised by the members 
of the co-operatives and the financial institu¬ 
tions. Mobilisation of investment funds by 
issue of shares among the employees is also 
proposed for large firms. The objective is to 
generate additional savings and increase 
involvement of workers in the management 
of (irms 

The reforms proposed for the agricultural 
sector arc more far-reaching The state will 
no longer be directing the targets and plan 
for production by the collective farms, but 
entering into contracts with them for 
delivery ol agreed volume of the products 
at given prices. The farms will be tree to .sell 
the remaining part of then products m open 
market at prices suited to them. The state 
will enter into contracts with co-operatives 
Ol gioups of workers, even famihe.s, on the 
same line. Another significant change is the 
recognition of the rights of the collective 
farms to rent out buildings and equipment 
to members undei contractual agreement 
with the fauns. 

The management of production unit.s, it 
may be seen, have to work within the 
framework of the plan, determined at the 
national level. The central planning 
authority continues to work out the balance 
relations at the aggregative level and 
prescribes allocation of resources between 
the sectors and their respective growth rates 
in order to achieve the objectives set at the 
national level. Now that the system of direc¬ 
tives to reach the desired targets of produc¬ 
tion is abolished, the role of central policy 
regarding prices, wages, money supply and 
taxes will be assuming a greater importance. 

Few can deny that the Soviet Union 
needed a major change in the direction of 
her economy. It is but natural that the new 
system of management will give rise to many 
questions. It is acknowledged that current 
reforms in the Soviet Union have close 
similarity with those in the NEP period. The 
leadership in the Soviet Union have made 
frequent reference to lenin’s writings on 
NEP. One cannot, however, ignore the 
disturbing features which emerged during 
the period. Such possibilities cannot be ruled 
out altogether. Revival of petty-bourgeois 
tendencies may take place in one form or 
another. A surge for consumerism may tend 
to disturb the allocation desired in the plan. 
Dual existence of both the administered 
price and the open market price for 
agricultural products could affect the 
distribution system in times of stress and 
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provide grourids for eonflict between the 
interests of agriculture and industry. 

These problems are real. However, despite 
the similarities with NEP period there are 
major differences. NFP was adopted in a 
period when the Bolsheviks had not con¬ 
solidated their power Notwithstanding the 
hostile environment in which the new born 
state had to function it could overcome the 
emerging forces of capitalism and establish 
the economy on a firm foundation. Measures 
for restructuring are being adopted in an 
entirely different condition today. 

Some of the measures aim to preventing 
operations in the production units from 
degenerating into capitalistic exploitation 
Means of production are not allowed to be 
owned individually. Profits earned through 
hiring of wage labour have to be shared first 
between the state and the production unit. 
The share belonging to the unit will be 
further divided into incentives for workers 
and fund foi modernisation and e.xpansion 
The market system envisaged under the 
reforms has to operate within the framework 
ot a planned economy. The state is also in 
a stronger position now to intervene and 
enforce regulatory measures as and when 
necessary. 

There will yet be issues remaining open 
to debate. One may refer to the move for 
giving over assets like land on long-term 
lease to co-operatives and collective farms. 
The lease of land would certainly ensure 
involvement of farmers in the production 
process and help increase production. At the 
same time, however, it will provide them with 
additional strength to mount pressure on the 
central authority on matters of policy regar¬ 
ding agriculture. 

Allocation of resources between the pro¬ 
duction units are to be based on a few in¬ 
dices of peilormance including the pro¬ 
fitability of the film. Since the profitability 
index would be influenced largely by the 
market forces of demand, the question re¬ 
mains how would any conflict between the 
pattern of demand tor goods and services 
emerging in the market and that considered 
socially desirable be resolved. For, a free play 
of consumer demand is likely to generate 
pressure for producing goods which may 
divert resources away from priority areas. 
One would perhaps need to depend more on 
motivation of the population to respond to 
such situations than on mere manipulation 
of the price mechanism. 

Again, it is admitted that there will be a 
difference in wage levels of workers between 
firms as also within firms under the new 
system. It will require ingenuity on the part 
of the planning authority to keep the dif¬ 
ferences with a tolerable limit. 

These and further issues will continue to 
be raised in the course of the move for 
restructuring the Soviet economy. Complexi¬ 
ties of the problems demand careful con¬ 
sideration of their implications for a socialist 
system. A redeeming feature in the present 
situation is that questions like these will be 


debated with wide participation of popula¬ 
tion both within ad outside the Soviet 

Union. 
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tial areas for collaboration between governments and grassroots agencies in strengthening the poor. In conclu¬ 
sion, the limits to such collaboration are highlighted. 


THE developing world is known for its 
.widely varying institutional strategies for 
eradicating poverty. Some countries have 
depended largely on the market as the prime 
mover to promote growth and alleviate 
poverty. Others, less certain about the 
market’s ability to achieve growth with 
equity, have relied heavily on public sectoi 
interventions and public hierarchies. In 
recent years, there has been a resurgence of 
interest, among several donors and develop¬ 
ing countries, in grassroots organisations as 
an important instrument for strengthening 
the poor. Community groups, non-govern¬ 
mental organisations (NGOs), and co¬ 
operatives, fall within the .spectrum of such 
grassroots agencies. Community organisa¬ 
tions often emerge from local initiatives and 
in many countries such groups are a part of 
the social tradition. NGOs, on the other 
hand, generally tend to be external inter- 
venors who may create and support such 
community groups, among other things. 
Co-operatives may originate locally or 
through governmental or NGO support. 
These grassroots organisations are generally 
known for supporting collective action 
through the participation of local people. 
Needless to say, the champions of the 
grassroots institutional alternative distrust 
the market place and central governments 
to effectively respond to the challenge of 
poverty alleviation. 

This paper begins with a brief analysis of 
the institutional comparative advantages of 
governments and grassroots organisations in 
strengthening the poor. It then examines the 
concept of the ‘participation’ of bene¬ 
ficiaries which is proposed in the develop¬ 
ment literature as an important aid to the 
task of poverty alleviation. This is followed 
by a discussion of the rationale and poten¬ 
tial areas for collaboration between govern¬ 
ments and grassroots agencies in strengthen¬ 
ing the poor. In conclusion, the limits to 
such collaboration are highlighted. 

I 

Institutional Alternatives 

Strengthening the poor requires not only 
resources, but also the capacity to adapt pro¬ 
grammes to diverse and uncertain conditions 
together with a strong tradition of perfor¬ 
mance orientation (i e, accountability) that 


is reinforced by the demand pull of the poor 
themselves. Neither governments nor grass¬ 
roots organisations possess this set of at¬ 
tributes in its entirety. If the investment of 
resources was a sufficient condition to 
achieve poverty alleviation, governments 
would have won convincingly in this game. 
The limits to government action, however, 
lie in the difficulties of governments in 
responding and adapting to the needs of the 
poor, in weak public accountability for 
results, and in the aversion of both bureau¬ 
crats and politicians in general towards the 
mobilisation of demand at the local level. 
Even under democratically elected regimes, 
the poor’s access to public services and 
programmes tends to be limited by govern¬ 
ments’ reliance on standardised services that 
are not calibrated to the particular needs of 
the poor, and by the latter’s inability to 
demand change and hold the bureaucracy 
accountable, thanks to their weak political 
and organisational power. When essential 
goods and services are in short supply, the 
chances are that the elites will have dis¬ 
proportionate access to them. Under such 
conditions, the bureaucracy will be less in¬ 
clined to inform and educate the poor or 
improve the delivery of services to them. 

It docs not follow, however, that grassroots 
initiatives will provide an effective alternative 
to the problems just cited. Grassroots 
organisations are indeed likely to enhance 
the political power of the poor. Their 
interventions may also nudge the bureau¬ 
cracy to be more responsive to the needs of 
the poor. But grassroots action may have 
limited access to funds, or for providing 
needed technology, research and other 
overheads economically. Moreover, the 
benefits which flow from grassroots action 
may be pre-empted by elites though there is 
a similar risk with government programmes 
too. Thus the governmental and grassroots 
initiatives can and should shore each 
other up. 

Grassroots organisations are typically 
initiated by leaders who are committed to 
a cau.se but are not necessarily interested in 
replicating their endeavours nationally. 
The task of national replication thus falls 
on governments. For example, it is govern¬ 
ments and other large-scale organisations 
(e g, industry) which tend to undertake 
major investments to develop or adapt new 


technologies and promote their nationwide 
diffusion. Nevertheless, the grassroots agen¬ 
cies are generally more responsive to the 
needs and problems of beneficiaries. Given 
their greater local knowledge and commit¬ 
ment, they are more likely than governments 
to take an adaptive stance with reference to 
development projects and programmes. 
Their relatively small size and proximity to 
beneficiaries tend to make them more 
accountable for results. Governments and 
grassroots organisations, in short, have dif¬ 
fering strengths which are complementary. 
In the context of poverty alleviation, then 
is a clear case for a division of labour that 
exploits their comparative advantages. 

Though the theoretical case for linkages 
between them is strong, there is not much 
evidence of collaborative action between 
these two types of institutions in the develop¬ 
ing world. For the most part, they seem to 
operate on parallel tracks while both pro¬ 
fess to pursue the goal of poverty allevia¬ 
tion. In fact, it IS not unusual to find an 
adversarial and confrontational relationship 
between the two in parts of the developing 
world, with governments defending their 
‘top-down’ approach and grassroots agen¬ 
cies wedded to the ‘bottom-up’ style of 
operation. 

II 

The Concept of Participation 

The ‘bottom-up’ style of grassroots 
organisations is rooted in their commitment 
to the active participation of local com¬ 
munities and other beneficiary groups in 
their activities. The concept of ‘participa¬ 
tion’ is a subject on which there is con-' 
siderable disagreement among development 
scholars and practitioners.' Some use the 
term to mean active participation in political 
decision-making. For certain activist groups, 
participation has no meaning unless the 
people involved have significant control over 
the decisions concerning the organisation to 
which they belong. Development economists 
tend to define participation by the poor in 
terms of the equitable sharing of the benefits 
of projects. Yet others view participation as 
an instrument to enhance the efficiency of 
projects or as the co-production of services. 
Some would regard participation as an end 
in itself, whereas others see it as a means to 
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achieve other goals. The.se diverse perspec¬ 
tives truly reflect the differences in the ob¬ 
jectives for which participation might be 
advocated by different groups. 

While the debate goes on, for purposes 
of this paper, we propose to define com¬ 
munity participation (CP) as an active pro¬ 
cess by which beneficiary/client groups 
influence the direction and execution of a 
development activity- with a view to enhan¬ 
cing their well being in terms of income, per¬ 
sonal growth, self reliance or other values 
they cherish. First of all, this definition im¬ 
plies that the context of participation is the 
development activity (DA). Macro level or 
political participation, while important 
(e g, voting in elections, political lobbying, 
etc), IS not our concern here, though it is 
recogni.scd that a participatory form of 
government will provide a supportive en¬ 
vironment for CP at the DA level. Second, 
the focus IS on the participation of bene¬ 
ficiaries, and not that of government per¬ 
sonnel. People (beneficiaries) are the object 
of development and it is their involvement 
in the direction and execution of DAs which 
is of concern here Third, the joint or col¬ 
laborative involvement of beneficiaries in 
groups is a hallmark of CP. In the context 
of a DA, beneficiaries, as individuals, 
can be made to participate in many ways. 
Their needs and preferences can often be 
aticertained through individual interviews 
and they can be made to .share in DA costs 
individually through a government order. 
But CP can be said to occur only when 
people act in concert to advise, decide or act 
on issues which can best be solved through 
such joint action (eg, where externalities/ 
indivisibilities are present or organised 
groups are essential for commitment crea¬ 
tion. learning, confidence building, cost 
sharing, etc). Hence the use of the qualify¬ 
ing term ‘community’. Fourth, CP refers to 
a process and not a product in the sense of 
sharing DA benefits. For example, acquisi¬ 
tion of economic assets through a DA 
(e g, land, house, etc) does augment the 
power and freedom of poor people. It is 
possible, however, that some people might 
gel a fair share of the benefits of a DA in 
the first round, but find it difficult to sus¬ 
tain them as they never went through the 
process of co-operative action, learning and 
building up their capacity. This is not to 
deny the importance of the sharing of 
benefits, but to say that CP viewed as a pro¬ 
cess provides a dimension that goes beyond 
benefit sharing, and is germane to the issue 
of project or programme sustainability. CP, 
as the sharing of benefits by the weaker sec¬ 
tions, has been the focus of many reviews 
of project impact in the development com¬ 
munity since the 1970s. Participation as a 
process of aiding the poor, on the other 
hand, has received much less attention. 

The foregoing operational definition of 
CP in the development context should not 
be construed to mean that the nature and 
scope of CP will^be uniform in ail cases. 
From a conceptual standpoint, it is useful 


to distinguish between the objectives, inten¬ 
sity and instruments of CP. There could be 
variations in each of these dimensions which 
in turn tend to cause variations in the nature 
and scope of CP. Furthermore, there are 
interrelationships among the objectives, 
intensity and instruments of CP. The com¬ 
binations of these dimensions which emerge 
in specific contexts tend to vary depending 
on their consistency and feasibility in 
those settings. 

OBJECTIVtS OF CP 

In the context of poverty alleviation, CP 
may be viewed as a process that serves one 
or more of the following objectives: 

(a) In the broadest sense, CP may be 
thought of as an instrument of empower- 
meni. According to this view, development 
should lead to an equitable sharing of power 
and to a higher level of people's, in particular 
the weaker groups', political awareness and 
strengths. Any DA is then a means of em¬ 
powering people so that they are able to 
initiate actions on their own and thus 
influence the processes and outcomes of 
development. 

(b) CP may serve a more limited objec¬ 
tive of building beneficiary capacity in rela¬ 
tion to a DA. Thus, beneficiaries may share 
in the management tasks of the DA ,by 
taking on operational responsibility fur a 
segment of it themselves. For example, 
beneficiaries may play an active role in 
monitoring. Developing beneficiary capacity 
could also contribute to the sustainability of 
a DA beyond its establishment period due 
to the enhanced level of beneficiary interest 
and competence in DA management. 

(c) CP may contribute to the increased 
effectiveness of a DA. Effectiveness refers 
to the degree to which a given objective is 
achieved. It is useful to distinguish effec¬ 
tiveness from efficiency which measures the 
relationship between a given output and its 
cost (inputs). CP tends to enhance DA 
effectiveness when the involvement of 
beneficiaries contributes to better DA design 
and implementation and leads to a better 
match of project services with beneficiary 
needs and constraints. CP can provide inputs 
for DA design or redesign so that appro¬ 
priate services are devised and delivered. 
Viewed thus, CP entails the ‘co-production’ 
of goods and services by beneficiaries joinily 
with the DA agency. Here the focus is on the 
achievement of DA objectives. 

(d) Yet another objective of CP is the 
desire to share the costs of the DA with the 
people it serves. Thus, beneficiaries may be 
expected to contribute labour, money or 
undertake to maintain the DA. Self help 
groups in low income housing illustrate 
this objective of CP. CP may thus be us¬ 
ed to facilitate a collective understanding 
and agreement on cost iHiaring and its 
enforcement. 

(e) CP may improve DA efficiency. DA 
planning and implementation could become 
more efficient because of timely beneficiary 
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inputs. CP could be usedto promote agree¬ 
ment, CO- operation and interaction among 
beneficiaries, and between them and the 
development agency so that delays are 
reduced, a smoother flow of DA services is 
achieved, and overall costs are minimised. 

These objectives may overlap in real life 
DA situations. A DA may simullaneously 
pursue several objectives. As one moves up 
the hierarchy, a higher level objective tends 
to incorporate some of the lower level ob¬ 
jectives too. Empowerment, for example 
implies capacity enhancement also. The 
reverse is not necessarily true. The pursuit 
of efficiency need not necessarily lead to em¬ 
powerment. This issue is dealt with in greater 
detail towards the end of this .section. 

iNltNMIY OF CP 

While CP can be used for any or all of 
these objectives, it may vary in the intensity 
with which It IS .sought in a particular DA 
or at a particular stage of the DA. The 
nature of the DA and the characteristics of 
beneficiaries will determine, to a large extent, 
how actively and completely the latter can 
practice CP. Wheie complex technologies 
and their aduptatiun dominate the DA 
design, there may be less scope for the ac¬ 
tive participation of beneficiaries in design, 
for example, than in a case where the 
technology is less complex and easier for 
common people to comprehend and interact 
with. Even so, it is necessary to assess likely 
beneficiary responses to the introduction of 
complex technologies. It is equally impor¬ 
tant to share information on design with 
beneficiaries in such cases, though decisions 
on design may be made, or at least 
dominated, by other actors. Information 
sharing on design is clearly a less intense 
form of CP than decision-making on design. 

It is useful to distinguish between four 
levels of intensity in CP, though different 
levels of CP may co-exist in the same DA. 

(1) Information sharing: DA desfgners 
and managers may share information with 
beneficiaries in order to facilitate collective 
or inchvidual action. Though it reflects a low 
level of intensity, it can have a positive 
impact on DA outcomes to the extent it 
equips beneficiaries to understand and per¬ 
form their tasks better. In family planning 
or nutrition programmes such information 
sharing may in fact be critical. 

(2) Consuitation: When beneficiaries are 
not only informed, but consulted on key 
issues at some or all stages in a DA, the level 
of intensity of CP rises. There is an oppor¬ 
tunity here for beneficiaries to interact and 
provide feedback to the DA agency which 
the latter could take into account in the 
design and implementation stages. If 
farmers are consulted on extension practices 
and arrangements, DA outcomes are likely 
to be better than if they were merely 
informed. 

(3) Decision-making: A still higher level 
of intensity may be said to occur when 
beneficiaries have a decision-making role in 
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maiten of DA design and implementation. 
Decisions may be made exclusively by 
beneficiaries or jointly with others on 
specific issues or aspects relating to a DA. 
Thus slum dwellers may decide jointly wiith 
OA staff on the design for upgrading their 
housing. Farmers may decide by themselves 
on a programme fer the distribution of 
water for irrigation*. Decision-making 
ijnplies a much greater degree of control or 
influence on DAs by beneficiaries than 
under consultation or information sharing. 

(4) Initiating action: When beneficiaries 
are able to take the initiative in terms of 
actions/decisions pertaining to a DA, the 
intensity of CP may be said to have reached 
its peak. Initiative implies a pro-active 
capacity and the confidence to gei going 
on one’s own. When beneficiary groups 
engaged in a health project identify a new 
need and decide to respond to it On their 
own, they are taking the initiative for their 
development. This is qualitatively different 
from their capacity to act or decide on issues 
or tasks proposed or assigned to them. 

In planning DAs, governments and 
donors often tend to pre-empt the initiatives 
that beneficiaries might have taken. In such 
cases, the latter can play only a reactive role. 
DAs can, however, be designed to encourage 
beneficiaries to initiate action. There are also 
eases where beneficiary groups which seem¬ 
ingly failed in some DAs went on to initiate 
other projects on their own and with greater 
success.^ The earlier DAs obviously had 
strengthened their capacity for co-operative 
.action and given them the confidence and 
skills to initiate action elsewhere. DAs also 
vary in their intensity of CP in different 
suges of their life cycle. At the design stage, 
a DA may rely on information sharing and 
consultation, whereas during implementa¬ 
tion, beneficiaries may be given a decision¬ 
making and managerial role. This may 
happen for two reasons. If the technology 
of the service is too intricate for its 
beneficiaries, certain design decisions may 
be made at other levels though they could 
be consulted. Similarly, if a community has 
no prior experience in dealing with the type 
of DA being planned, the DA management 
may move cautiously on the CP front, trying 
to sense its capacity and constraints. It is not 
surprising, for example, that in the initial 
stage when beneficiary groups are yet to be 
formed, a DA agency starts with a low 
level of CP intensity and gradually moves 
up the ladder. 

Instruments of CP 

By instruments we mean those institu¬ 
tional devices used by a DA to organise and 
sustain CP. These devices vary in their com¬ 
plexity in terms of design and management, 
and their relevance to different types of DAs. 
The instruments of CP may be grouped into 
three categories- 

(1) Field Hvrms of the DA agency : A DA 
may use it*„.fteld staff to mobilise and 
interact with'-’beneficiary groups. They 


-Objectives-^ 

operate at the grassroots level and yet are 
part of the DA agency. In agricultural and 
irrigation projects, field workers are often 
used to organise and interact with farmer 
groups. Field workers’ orientation and com¬ 
mitment to CP are key determinants of their 
effectiveness as instruments of CP. Training 
can be used to influence their community 
mobilisation skills and attitudes. If they see 
themselves primarily as agents of the govern¬ 
ment or donor, their ability to promote and 
sustain CP is likely to suffer. If this percep¬ 
tion is also shared by beneficiaries, the 
chances are that field workers will not be 
able to facilitate CP except at a relatively low 
level of intensity. 

(2) Community workers/committees: A 
DA agency may draw upon workers or 
volunteers from among beneficiaries to act 
as community mobilisers. Such persons may 
or may not be paid by the agency. However, 
in all cases, the community may have had 
a say in their selection and the roles they 
play. If they are selected through a comunity 
consensus or a consultative process, they are 
likely to identify better with the community’s 
problems and feelings and facilitate CP mote 
effectively. Instead of community workers, 
committees which represent beneficiaries 
may be organised as an instrument of CP. 
Where large numbers of people are involved, 
committees are a useful device for bene¬ 
ficiaries to reach higher levels of CP inten¬ 
sity provided they truly represent the com¬ 
munity’s interests. Committees have acted as 
a CP instrument in several primary health 
care projects. 

(3) User groups: Where the number of 
beneficiaries is manageable either because 
of the local nature of a DA or the specialised 


nature of the group (farmers, mothers with 
small children, etc), it is possible to organise 
viable groups of u.sers as an instrument of 
CP. This instrument has the potential to 
reach the highest level of CP though its crea¬ 
tion and sustenance are the most complex. 
User groups may operate at any level of 
intensity, and over time may rise from one 
level to another. Of all the instruments, user 
groups are likely to involve the maximum 
number of relevant beneficiaries in a given 
DA context. The use of one instrument, 
however, does not preclude the use of others. 
User groups may co-exist with community 
volunteers or committees. 

Unlike field workers, who by definition 
can be organised only through external 
intervention (e g, bytKe project agency), it 
is conceivable that user groups could be 
created through the medium of intenud 
leadership or external intervention. Where 
user groups are enerpsed by local leadenhip, 
the intensity of CP is likely to be high. 
Intermediary organisations such as NOOs 
(non-governmental organisations) can also 
be a medium for the use of any of these 
instruments. Needless to say, it will take a 
highly committed NGO to create and sustain 
user groups at a high level of CP intensity. 

Interrelationships 

Though the degree of complexity varies 
from one CP objective to another, the 
instruments and levels of intensity described 
above could be adopted by any objective. 
Thus both cost sharing and empowerment 
may make use of field workers, or user 
groups. Both efficiency and capacity 
building may rely on information sharing. 
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consultation and decision-making. 1-igure 1 
demonstrates that the use of all instruments 
..and all levels ot intensity arc technically 
feasible under any ot the five obieciives. In 
this figure, objectives and in.strumeiu.s are 
depicted on the hoiizontal and vertical a.\es 
respectively. Intensity is represented as a 
third dimension (height) perpendicular to 
the other two. A variety of loehiiically feasi¬ 
ble combinations of objectives, intensity and 
instruments can be found in Figure 1. 

The three dimensions of objectives, inten¬ 
sity and instruments of CP, however, are 
interrelated. There are certain combinations 
of these dimensions which arc more likely 
to be consistent and hence more effective 
than others in a given project context. 
Generally speaking, the more complex the 
objective of CP, the greater the need for a 
higher level of intensity and more powerful 
instruments. By the same token, if CP has 
a less demanding objective, starting out from 
a lower level of intensity and a simpler 
in.strument will be in order. DAs with dif¬ 
ferent CP objectives may thus position 
themselves differently in terms of the con¬ 
figuration of objectives, intensity and 
instruments. 

If a DA has empowerment as its CP ob¬ 
jective, for example, it must strive for a high 
degree of control or voice for its benc- 
riciaries. To achieve a high degree of con¬ 
trol, it must move up in intensity from 
information sharing to initiating action. Tb 
achieve empowerment and a high level of 
intensity, it must also move forward from the 
deployment of field workers to that of user 
groups. If empowerment is the objective, 
reliance on field workers and information 
sharing alone will not be adequate. On the 
other hand, if efficiency is the objective of 
CP, a low level of intensity (information 
sharing, consultation) and instruments such 
as field workers or community workers 
could deliver the goods. The relative role 


ot user groups is likely to be less when 
efficiency is the goal. What is being 
highlighted is the need to search for more 
complex and internally consistent combina¬ 
tions as more difficult objectives of CP are 
sought to be achieved. Objectives differ not 
in terms of the exclusive use of one instru¬ 
ment or a level of intensity, but in the mix 
of instruments and the mix of levels of 
intensity they deploy. The relative impor¬ 
tance of the different instruments in the mix, 
for example, could vary from one objective 
to another. 

This can be illustrated by reference to 
Figure 2. The mix of instruments and the 
mix of levels of intensity are represented on 
the X and Y axes respectively. Point B on 
the X axis has a mix dominated by user 
groups (U), whereas A has a mix dominated 
by field workers (F). Similarly, as one moves 
towards Q from P, the mix changes in favour 
of the higher levels of intensity. Initiating 
action (lA) dominates the mix at Q, whereas 
information sharing (IS) dominates the mix 
at P. The combinations of instruments and 
intensity (mix) which are likely to be 
associated with different objectives are 
represented by overlapping curves. EF, for 
example, lies above and to the right of CD, 
though there is an overlap between them. A 
major segment of EF represents combina¬ 
tions which are weighted in favour of higher 
levels of intensity and more complex instru¬ 
ments than is true of CD. Thus, as the com¬ 
plexity of objeaives increases, the combina¬ 
tions of instruments and intensity also^hift 
in favour of the more complex elements in 
the mix. An important implication is that 
while all elements tend to remain in the mix, 
their lelativc importance changes as the 
complexity of objectives increases. 

The phenomenon of multiple approaches 
to and interpretations of CP in the develop¬ 
ment literature and the world of practice can 
now be better understood within the frame¬ 


work presented above. When ihc objectives 
and constraints facing organisaiions vary, 
they are inclined to position themselves on 
different curves in Figure 2. A local NGO 
committed to empowerment, but in a limned 
area, could choose to operate with the most 
complex combination. An international 
donor working through governments may 
not have the same freedom of choice. Givejt 
its constraints, the donor may decide to stay 
with a less difficult, and yet consistent 
combination. Donors may sometimes start 
with simpler combinations in the initial 
stage, and move into more complex ones in 
later stages. Such moves, however, are dif¬ 
ficult to manage unless they have a strategy 
for CP. 

CP is not a costless process. It takes time, 
money and skills to organise and sustain par¬ 
ticipation. For communities of the poor, the 
short-term opportunity costs of organisation 
and active participation can be quite high. 
For development agencies, the initial invest¬ 
ment in getting CP under way means an 
extra cost, though there is evidence from the 
field to show that such costs are not con¬ 
siderable in relation to the total cost of a DA. 
In any case, if the objectives of CP are 
valuable (e g, capacity building, effec¬ 
tiveness, etc) and there is no better means 
to achieve them, in terms of cost, CP will 
remain the only viable alternative. 

Centralisation: Recent Trend.® 

In spite of the popular appeal of par¬ 
ticipation, most governments around the 
world have not done much to translate the 
rhetoric into reality. While token gestures 
supportive of participation can be found in 
many countries, there has been a growing 
polarisation between governments and 
grassroots organisations which has been 
intensified by certain developments during 
the past three decades. First of all, many 
governments, including those democratically 
elected, have moved towards greater cen¬ 
tralisation in the years after independence. 
Scholars have noted such a trend, inter¬ 
preting it as a means for counteracting 
regional pressures, ethnic hostilities, etc^ 
Mainstream economic planning approaches 
and systems have reinforced the belief that 
centralised decisions, designs and allocations 
are adequate to achieve both growth and 
equity.’ The argument here is not that cen¬ 
tralisation is inappropriate in all situations, 
but that the centralisation of all aspects of 
planning and implementation overloads cen¬ 
tral governments while neglecting other 
available resources and talents in the system 
to get things 'done. Central interventions 
have been found to be effective, for exam¬ 
ple, in the Fields of land reform, the develop¬ 
ment of new agricultural technologies, and 
preventive health. But highly centrsJised 
programmes for poverty alleviation do not 
seem to offer many success stories. Mean 
while a few experiments in decentralisation 
have taken place in recent decades in such 
developing countries as Indonesia, Morocco, 
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Thailand and Tunisia An evaluation ot these 
elTorts has shown that decentralisation 
yielded perceptible iniprovcnients in resource 
allocation, local participation and extension 
of public services to tural areas.'' Hut most 
developing countries seem to have moved in 
the opposite direction; they have failed to tap 
the energies of then local governments, let 
alone the potential ol non-governmciiial 
gras.sroots organisations 

India’s experience m respect ol ceniie-staie 
relations bears eloquent lesiimony to the 
conflicting pulls. A recent study argues that 
country’s finance commission and its Plan¬ 
ning Commission have moved m opposil 
directions as regards ceiiire-siatc relations' 
Tfic finance commission has endeavoured to 
provide increased financial autonomy to the 
states so that they may fulfil the functions 
assigned to them by the constitution. The 
Planning Commission, on the other hand, 
has brought the states into the national plan 
frame, leaving them veiy little flexibdiiy in 
matters of investment. The study concludes: 
Let us rcmcinhci ihul theeouiiliy is large and 
diverse, but that there is also enough 
political, adinuiistraiive and lechnical talent 
around. What is needed is gicaier participa¬ 
tion of larger numbers in its affairs. Denial 
of such opportumly is hroeding widespread 
frustration and rcsenimeiii. causing so much 
waste of precious hum,in niaieiial That 
makes ihccouiurv not siiongci, hut vvcsikci" 

GRASSROOIS iNIIIAI IVUS 

While centralisation has become a domi¬ 
nant feature of the governmeiils m many 
developing countries, grassroots oiganisa- 
tions have emerged and flourished side by 
.side in several of these countries. Their 
relative size, local roots and impact vary 
from one region to another.’' Many coun¬ 
tries have had a long tradition ot community 
groups and other local organisations play 
ing an active role in their rural settings. In 
recent years, foreign NGOs have emerged as 
a force to reckon with in many parts of the 
world. In many Alrican countries, for 
example, NGOs arc mainly linked to foreign 
organisations and initiatives. On the othei 
hand, in Latin American countries and parts 
of Asia, there are numerous indigenous 
grassroots agencies at work. As a group, they 
are committed to the cause of strengthen¬ 
ing the poor. Their activities range from 
relief works to development and empower¬ 
ment. Most of them (NGOs. community 
groups, etc), are small in size, fiercely 
independent and usually critical of govern¬ 
ment programmes and initiatives. There is, 
of course, room for government programmes 
and non-governmental grassroots activities 
to co-exist and even compete in the same 
field. But more could be done for the poor 
if the two sets of institutions would move 
from co-existence to collaboration wherever 
possible. 

There are very few definitive studies of the 
impact of grassroots initiatives on poverty 
alleviation on a national basis. Anecdotal 
evidence on indrvidual NGOs and their con¬ 


tributions abounds. But the costs and 
benefits ol their operations and comparisons 
with other institutional alternatives simply 
have not been assessed. That some of the 
grassroots organi.sations have had a major 
local impact is indisputable.'" Whether 
their benefits are sustainable would depend 
on the extent to which local capacities have 
b-en built up by them and a foundation laid 
for increased resource mobilisation for 
future expansion. NGOs have demonstrated 
innovative strategies tor strengthening the 
poor in several countries, but on a .small 
scale." As noted above, most of them are 
not interested in scaling up their activities 
or inlluencing the strategies of governments 
for poverty alleviation. Consequently, in 
most countries, their activities simply co¬ 
exist with those of government, and in 
gener.il, linkages between the two are sadly 
lacking. Under these conditions, it is not sur¬ 
prising that the potential for strengthening 
the poor has not been lully exploited in 
many countries. 

Ill 

Aroas for Collaboration 

Between these governmental and grass¬ 
roots tracks, there is scope for eullaboralion 
that IS only beginning to be rccogni.sed and 
lapped on a national basis. The realisation 
that grassroots agencies not only adapt to 
local .situations, but also promote the par¬ 
ticipatory approach is a major reason for the 
growing interest in collaboration. While 
there are numerous ways in which govern¬ 
ments and grassroots organisations can work 
together in the context of poverty alleviation, 
three will be highlighted here in view of their 
promise and their emerging popularity. 

Collaboration kor Demand 
Mobilisation 

Governments typically arc weak in 
organising out-reach activities to reach the 
poor. When the poor are illiterate, un¬ 
organised and live in inaccessible areas, the 
tasks of reaching, informing, educating and 
mobilising them to participate in or demand 
services are exceedingly difficult and call for 
a degree of motivation and commitment 
which is unlikely to be found in most public 
hierarchies. Grassroots organisations, 
especially NGOs, tend to have a comparative 
advantage in this regard, and may assist 
government programmes by mobilising and 
educating the poor. Their flexible, small 
organisations with highly motivated 
personnel are often well suited to perform 
these tasks. The question is whether NGOs 
can be encouraged to play this role such that 
it supports and reinforces public pro¬ 
grammes for strengthening the poor. This 
would call for a collaborative arrangement 
between grassroots agencies and govern¬ 
ments, one in which the former acts as 
motivator and demand mobiliser in ordei 
that the poor receive the services or benefits 
which government had intended for them. 


This role of grassroots agencies may lead 
them to play an advocacy and watchdog 
function which in turn may put them in an 
adversarial position vis-a-vis the local 
bureaucrats. Nevertheless, even this adver¬ 
sarial stance may be a useful service for the 
government programmes for the poor since 
It makes the voice of the poor be heard and 
since it helps move the services towards those 
for whom they are intended. 

This is clearly a limited form of collabora¬ 
tion. Grassroots agencies are not involved 
in the entire range of planning and imple¬ 
mentation activities of government program¬ 
mes for the poor. In urban services, preven¬ 
tive health and population activities, there 
are NGOs and community groups in some 
countries which play the type of col¬ 
laborative role described above. It assumes 
special significance in countries where 
governments arc highly centralised and the 
poor are inadequately organised. Some 
examples are given below. 

• In several Indian states (eg, Gujarat and 
Maharashtra), governments have involved 
local NGOs in out-reach activities and 
training in the health and population sec¬ 
tors. The role of the NGOs here is to in¬ 
form and educate client groups, train field 
workers and deliver certain support 
devices They arc not responsible for the 
implementation of all aspects of the DA. 
NGOs are rcimbuiscd for ihcir services 
through a sy.stem of grants-in-aid. 

• In Mexico City, FONHAPO, a low 
income housing authority established in 
1980 by the government of Mexico with 
World Bank support, has involved acti¬ 
vists from the Mexican urban NGO com¬ 
munity to augment the provision of hous¬ 
ing credit to barrio associations, co¬ 
operatives and community groups. This 
approach has in effect created a new 
model for community-state relations and 
encouraged local people to become better 
organised and demand greater public 
accountability from government. 

• FIDENE/UNIJUl is an NGO linked to 
a university in Brazil which has played 
a prominent role in organising and 
educating poor peasants. The metho¬ 
dology developed by this NGO to organise 
pea.sants has become a model emulated by 
others in the state. Several governmental 
agencies have approached UNIJUI to 
initiate popular education movements in 
other parts of the country mainly because 
it has a more effective out-reach, and in 
some cases greater legitimacy, in the 
region. 

COLI.ABORATIVE PLANNING AND 
DELIVERY OF SERVICES 

Under the second form of collaboration, 
grassroots organisations share actively in the 
planning and operations of the government’s 
poverty alleviation programmes. The plan¬ 
ning process takes into account grassroots 
views and preferences and thus blends the 
stereotypical top-down and bottom- up ap- 
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proaches. Given the comparative advantage 
of grassroots organisations in effective 
service delivery for the poor, the latter are 
given the responsibility for this part of the 
work by governments and compensated for 
the same through grants-in-aid or other 
mean.s. In some ca.ses, this may take the form 
of ‘contracting out’, at once reducing the 
burden on the bureaucracy and optimising 
the use of local resources, skills and 
commitment. 

The following examples illustrate how col¬ 
laborative planning and delivery of services 
for the poor have been attempted in nation¬ 
wide government programmes in different 
national contexts: 

* The Zimbabwean food production pro¬ 
gramme has incorporated small farmer 
organisations with considerable success. 
Despite the drought affecting Zimbabwe, 
like the rest of southern Africa, in the 
early 1980s small holders managed to 
increase their output of maize substan¬ 
tially. In 1984 they produced 400,000 tons 
for market instead of the 150,000 expected 
by government planners. This boost partly 
reflected the improved use of modern 
technology, but also was the result of the 
contribution of the widespread system of 

• farmer organisation that had been built 
up, channelling inputs and extension ad¬ 
vice to small holders. In a district with 
poor soils and rainfall, there was a three¬ 
fold difference in output between 
members and non-members. Throughout 
the country, farmers in farmer groups were 
found to have higher yields, produce more, 
and sell more maize than comparable 
unorganised farmers. 

* In Indonesia, the national population pro¬ 
gramme has effectively integrated local 
community groups in the delivery of 
family planning services. Government 
provides the funds, supplies and technical 
expertise needed by the programme while 
community volunteers and village 
organisations mobilise demand and assist 
in the distribution of contraceptive sup¬ 
plies. In the Kenyan population pro¬ 
gramme, six local NGOs are actively 
involved as implementors. In a similar 
project for the villages in a Nigerian state, 
community groups will be partners with 
government in building the clinics and 
managing the health services at the local 
level. Government will be responsible for 
the procurement of drugs and provision 
of technical services and staff training. 

* The Inter-Amcrican Development Bank’s 
programme for the financing of smali pro¬ 
jects uses intermediary organisations such 
as co-operatives, producers associations 
and local NGOs for channelling credit to 
low income people in 21 Latin American 
and Caribbean countries. Financial 
assistance is limited to S 500,000 per pro¬ 
ject and no private or public gurantee is 
required of the borrowers. Small urban 
entrepreneurs, small farmers, and women 
engaged in non-farm activities constitute 
the bulk of the beneficiaries. As of 1983, 


81 projects were approved by the bank 
under this scheme and implemented by a 
variety of intermediary organisations. 

• In an urban low-cosi housing programme 
for the poor in El Salvador financed by 
the World Bank, the government decided 
10 entrust the planning and implementa¬ 
tion of the key activities to an NGO (a 
local foundation) with considerable 
experience in working with the poor. The 
project was regarded as highly successful 
largely because of the dynamic role played 
by this NGO in planning and delivering 
the services m partnership with’ the 
government of El Salvador The latter pro¬ 
vided the resources, but utilised the 
capacity, local knowledge and commit¬ 
ment of the NGO in achieving its project 
objectives.'-' 

Cot I.ABORATION lOR RFPI ICATION 

Collaborative planning and delivery of 
services imply a partnership between govern¬ 
ment and gra.s.sroots agencies. Ihe project 
or programme design may be jointly evolved 
or draw upon government strategics for the 
most part. One or more grassroots agencies 
may participate in this endeavour since a 
nationwide or regional coverage is required. 
There is thus considerable collaboration on 
the action front in this case 

There is a less common, but more subtle 
form of linkage between the two sets of 
actors. In this mode, a government may draw 
upon Ihe strategy (design) of a .siicccssful 
grassroots initiative and design a national 
or regional programme around it. Grassroots 
organisations thus act as innovators, testing 
out new strategies and performing the role 
of a ’research and development’ laboratory 
for the government. Furthermore, they may 
serve as a ‘nursery’ from which experienced 
personnel could be identified for the large- 
.scale replication of the chosen strategics and 
as a model lor the operating culture and 
systems of the new programme. The role of 
the grassroots organisation here is not that 
of a contractor or implementor for govern¬ 
ment programmes, but as a source ol 
inspiration and learning for them. Clearly, 
not all grassroots agencies qualify for this 
role. Governments must search for the 
innovators among the NGOs and decide 
which are yielding design and operating 
experiences that are worth adopting. 

The Amui Dairy of India is a widely 
quoted example of a successful grassroots 
organisation. U is not as well known, 
however, that the government of India made 
a deliberate decision in the mid-sixties to 
draw on the Amul experience for the design 
of the National Dairy Development Pro¬ 
gramme ‘Operation Flood’. While the choice 
of the Amul model has been questioned by 
some critics, what is noteworthy is the fact 
that Amul in effect performed the role of 
a pilot project for the government pro¬ 
gramme and acted as a nursery from which 
the key personnel for the programme were 
selected.'^ Amul was not a contractor or 


partner of the national programme in the 
conventional sense. The collaborative mode 
was one in which Amul was the inspirer and 
teacher in the replication process. 

The Gramecn Bank in Bangladesh also 
seems to base played a similar role in the 
field of credit for the poor. It began as a 
modest grassroots initiative by a young pro¬ 
fessor who organised small groups of 
villagers to enhance their income and 
employment. I ts success has led the gevern- 
ment of Bangladesh to build on this strategy 
and replicate its activities on a national basis. 
Supported by the Bangladesh Bank and 
seven other state-owned commercial banks, 
the Grameen Bank had extended its opera¬ 
tions to 300 branches with nearly 400,000 
members in five districts by 1987. The leder- 
ship of the bank continues to be vested in 
the same person who initiated it, an exam¬ 
ple of the nursery concept at work. Leader¬ 
ship IS a scarce resource and is not easily 
replicated. The Grameen Bank and Opera¬ 
tion Flood experiences show how this scarce 
resource could be harnessed to scale up im¬ 
portant development activities nationally. 

IV 

C.oiK’iusion 

The loiegoing examples show the poten¬ 
tial loi synergy between governments and 
grassroots organisations in the fight against 
poverty It must be emphasised that such col¬ 
laboration has Its risks and potential for 
abuse. First of all, many NGOs and other 
grassroots agencies do not have the capacity 
to scale up their activities at short notice. 
Nor do they have the skills and experience 
to work within the constraints of govern¬ 
ment administrative and accounting pro¬ 
cedures. Most of them will icquire assistance 
and support to perform their new role 
effectively. Second, in large national pro¬ 
grammes, grassroots organisations may be 
used by governments merely as a channel for 
the distribution of funds. Partnership with 
government may encourage grassroots agen¬ 
cies to over-extend themselves and lose sight 
of their primary mission for the sake of 
augmenting resources. Third, attracted by 
the availability of funds, new grassroots 
agencies may enter the fray without the 
genuine commitment and staying power that 
the more established agencies possess. This 
is likely to be one of the unintended conse¬ 
quences of the current international move¬ 
ment to goad NGOs to take on develop¬ 
mental tasks on a much larger scale than has 
been attempted before. The pace and quality 
of collaboration must be carefully monitored 
to avoid these pitfalls. 

Like all joint endeavours, effective 
grassroot-governmental collaboration calls 
for considerable investment of time and 
effort. It is much easier and simpler for 
governments and grassroots agencies to 
practise confrontation or peaceful co¬ 
existence! The three types of collaboration 
discussed here are far more complex, the 
third even more so than the first two. Those 
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who plan to promote grassroot-go'vern- 
mental collaboration must have a realistic 
appreciation of the factors which have 
inhibited such collaboration in the past. 
First, governments and grassroots agencies 
in many countries have historically been 
antagonists. Some of the best known local 
NGOs started as protest movements against 
governments. Turning them towards col¬ 
laboration will not be easy. Second, NOOs 
in particular, prefer to concentrate on pro¬ 
blems and target groups selectively and 
expand slowly whereas governments are 
w^ded to speedy replication across the land. 
There is thus a clash of cultures which may 
impede collaboration. Third, the financing 
and support services for the two sets of 
institutions run on parallel tracks and have 
hardly encouraged collaboration in the past. 
Multilateral and bilateral donors typically 
finance governments. Private donors and 
local supporters tend to underwrite 
grassroots organisations. These obstacle%are 
real and cannot be eliminated without con- 
cAted efforts for change and innovative ap¬ 
proaches over a period of time. 

In the final analysis, the poor will acquire 
strength only when they arc aware and able 
to demand their rights and exercise power. 
Public accountability can be improved only 
marginally by internal bureaucratic reforms 
especially when demand pull from below is 
lacking. Accountability tends to be biased 
in favour of those who wield control in the 
political market. Grassroots initiatives and 
organisations could give the poor a stronger 
voice in the political market. Viewed thus, 
demand pressures from below (community 
groups, NGOs, local government, etc) are a 
pre-requisite for creating genuine public 
accountability in government. Government- 
grassroots agency collaboration which offers 
opportunities to the poor to participate and 
express their 'voice' effectively not only con¬ 
tributes to poverty alleviation, but also to 
the self confidence and self reliance of the 
poor. In countries where this is the missing 
or weak link, it makes sense to shift the 
balance in favour of grassroots initiatives 
and encourage governments to support and 
collaborate with them. In countries whe|;e 
grassroots actions are abundant, but govern¬ 
ments are poorly organi.sed and inefficient, 
greater attention needs to be given to 
reorienting the bureaucracy and connecting 
it to the potential power of grassroots aaion. 
There will be synergy only when the two 
tracks converge. 

Notes 

[The views expressed in this paper are those of 
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however, are not responsible for any errors that 
remain.] 
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DISCUSSION 


Of Kerala and Scholarship 

G K Lieten 


ship will be aware of debates on this pro¬ 
blematic. Oommen apparently is not. He 
suggests that “the reviewer seems to be vainly 
searching for pure class struggles”. 


BOOK REVIEWS are often unfair to the 
author who for years may have been slog¬ 
ging at the collection of data and at writing 
down the various drafts of the final 
manuscript. Then the reviewer appears on 
the stage and in a few, sometimes rather 
arrogantly written lines, a shorthand judg¬ 
ment of the work is given. Whereas the 
author of a book may need dozens of pages 
to elaborate on an argument, introducing 
subtleties and niceties, the reviewer aims at 
distilled and occasionally provocative sum¬ 
maries and queries. 

I must admit that 1 have been rather harsh 
on T K Oommen, a peer in the world of 
Indian sociologists and increasingly also at 
the world level. The standards which he sets 
tor himself will have repercussions on the 
way a section of Indian sociology will be 
heading. An author of such a calibre and 
impact may therefore be expected to come 
in for criticism if he errs and will certainly 
' not be expected to stoop down. 

However, in his rejoinder (December 10, 
1988) to my review of his book (September 
3, 1988) he docs exactly that and hits well 
below the belt. Hence the need for a reac¬ 
tion from my part. The opening sentence of 
the rejoinder puts me in the category of the 
“unlettered”. That actually may be the only 
accusation which I am in no position to 
rebut. 

The other accusations, however, 1 must 
refute after careful reading of my review and 
of passages in the book. Oommen’s re¬ 
joinder actually confirms me in my opinion 
that his writing occasionally comes down to 
the level of a tea-club chatter. I have refer¬ 
red to many pages on the history of the pea¬ 
sant movement where not a single reference 
can be found. This is not in tune with the 
craftsmanship of an historian: whether the 
information is collected from the upper 
classes or from the subalterns, the sources 
shall be disclosed and others shall have the 
benefit of verification and further elabora¬ 
tion. Particularly if one writes a book in 
English and advertises that native sources 
have been used, it becomes all the more 
imperative to be more specific, and even to 
make extensive documentation. 

Oommen has provided us with statement 
after statement on the history of the peasant 
movement in Kerala without any or suffi¬ 
cient evidence to support his argument. The 
simple argument by the author is that he 
does not believe in “one sentence, one foot¬ 
note'’, a nonsensical suggestion anyway, but 
that he is not “ignorant” of the literature. 
He has simply “ignored” it because it does 
not contain relevant material. The movement 
as such, and hence the writing on it, is 
fraught with many a contentious matter, and 
it won’t do when the author defends the 


validity of his argument by saying that he 
has read numerous other writings and 
documents but that he has kept them in 
abeyance since it did not serve his purpose. 

I, however, should not be concentrating on 
this point since, after all, the author is a 
sociologist and it could be appreciated that 
he is only making a foray into a historical 
treatment of his sociological subject matter. 

As a sociologist. I stated in the review, 
Oommen has a good grasp of the theoretical 
i‘'sues at stake. 1 grant him the epithet 
‘excellent’, although I happen to be in fun¬ 
damental disagreement with his paradigms. 
His excellence at the theoretical level is, 
however, not repeated at the empirical level: 
from his field work, a sociologist should 
provide hard evidence to illustrate the 
validity of the statements he makes. Oomen’s 
rejoinder confirms me in my conclusion that 
he has failed in this respect, and that he, 
moreover, fails to read a text properly, as I 
shall illustrate. 

The author accuses me thrice for labell¬ 
ing him as “an anti-communist”, and con¬ 
tends that because of this grudge, 1 make all 
the unkind remarks about his book. 
Nowhere in the review have 1 taken such a 
position. 1 hence take strong objection to the 
remark. Similarly, 1 object to the accusation 
of misquoting, misrepresenting and 
mutilating facts and arguments. 

The rejoinder makes clear that 1 actually 
have succinctly summarised some of the 
major arguments of the book: the com¬ 
munal overtones of the peasant movement 
and the manipulation of the peasants for 
wider political interests. 

On the first issue I have concluded: “The 
problematic is well stated, namely the con¬ 
gruence or incongruence between the dif¬ 
ferent identities of individual participants in 
political movements, namely caste, class and 
party;’ Anybody with even a “nodding 
acquaintance with rural Kerala” and with 
recent, and not so recent, Marxist scholar- 


On the second issue, the author charges 
that a mishmash of quotations utterly 
distorts his position on the manipulation of 
the peasants for wider political interests. He 
actually reiterates the position which 1 had 
ascribed to him, but omits that 1 had stated: 
“Our objection to the quoted extrapolations 
are not that they are necessarily wrong in all 
cases, but that they are essentially suggestive 
and generalising”, and that 1 had considered 
it mandatory for a scholar to do more 
spadework “in order to have his suspicions 
confirmed or denied”. There appears to be 
a difference on what evidence and how much 
evidence is required, but misquoting, 
mutilating or misrepresenting facts and 
arguments I fail to find in my review. 

The charge is very much the other way 
round. For example, 1 had suggested that 
interviewing of the communist leaders and 
reading the programmatic literature could 
have provided more evidence to turn “his 
private opinion into a scientific argument”. 
Oommen now states that 1 believe that if he 
had done so, he “would have arrived at a 
correct picture”. 

In the review, I had informed the reader 
that the developments of the last fifteen 
years are “partially or entirely missing”. In 
the rejoinder, 1 am accused of saying that 
the author “ignorejs) the developments in 
the past 15 years”. The same applies to the 
absence of references to some of the major 
works on the peasant movement on Kerala 
which have been completed during this 
decade. 

I have wondered how the author can pre¬ 
sent an “alternative” view which is at the 
same time scientific if he does not, points- 
wise, come to grips with the issues, views and 
data raised in these other writings, some of 
which are entirely missing. 

The rejoinder to my review, I may ^ 
allowed to state, has only confirmed me in 
my scepticism. 
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(ill) Manasement structure of the applicant 

The Company is managed by the Chairman & Managing Director, Joint Managing Director and five Executive 
Directors under the supervision and control of the Board of Directors. 


(iv) Capital structure of— 




(a) the applicant 


(b) the undertaking proposed to be taken over 

TATA STEEL 


TATA TIMKEN LIMITED 



As on 31.3.19B8 




Equity 

Rs. crs. 


Equity 

Share Capital- 


Share Capital— 


Authorised 

165.00 

*Authorised 

Rs 5.00 lakhs 

Subscribed & Paid-up 

136.01 

Subscribed & Paid-up Rs 70.00 lakhs 
*The Authorised capital will be subsequently 
increased to Rs. 35 crores. 


(v) Line of business of the undertaking which will or is likely to emerge as a result of the proposed take-over 

Tata Timken Limited has been promoted to carry on the business of manufacture of tapered roller bearings, 
cartridge tarol bearings along with components and accessories required for the same. 

(vi) Consideration for the take-over 

It is proposed to acquire the shares at a price of Rs 10A per share. 

(vii) Scheme of finance indicating the source(5) of finance for the proposed take-over 

It Is proposed to finance the acquisition through internal resources. 

2 Any person interested in the matter may make a representation to the Secretary, Department of Company Affairs, 
Government of India, Shastn Bhavan, Dr. Rajendra Prasad Road, New Delhi, within 14 days from the date of publication 
of this Notice, intimating his views on the proposal and indicating the nature of his interest therein 

Dated this 6th day of January 1988 

THE TATA IRON AND STEEL COMPANY LIMITED 

Registered Office-. 

Bombay House, (y. M. Bhangle) 

24, Homi Mody Street, COMPANY SECRETARY 

Fort, Bombay 400 001 


lOK 
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Newpro)ecls New products New achievements 
All developing rather quickly at our organisation 

Wouldn't you expect that from an organisation that 
IS today a member of the world's largest Electro- 
lechnical Group, Asea Brown Boveri? Total group 
turnover Rs 23,000 crores Presence in 140 countries 

Our f lectronics division is already one of the 
fastest growing in the country Making the most 
advanced Process Control systems. 
Telecommunication equipment and the latest 
generation EPABXs 

Take the three new companies we are promoting 
National Switchgears Limited For the manufacture of 
switchgears Integra Hindustan ControlLimited\Qii 
railway signalling switchgear and systems And 
Gujarat Pnme Movers Limited\or industrial steam 
turbines 

And take a deep belief and commifnnent to 


Research and Development that has resulted in a 
number of innovative ideas and lechnolrjgy update 
And as many as 26 'firsts' in the field of power in 
25 years 

So it'll be no surprise to you that our turnover has 
more than doubled over the past 4 years Increasing 
by 22 8% this year alone to reach Fis 124 8 crores 

The HBB - ASEA merger will accelerate our growth 
even more 1 ogether we will have a stronger 
technology base And achieve a deeper market 
penetration 

The merged company will have a turnover of over 
Rs 200 crores, 4 R&D centres 6 manufacturing 
locations 13 Marketing offices Over 4000 employees 
AH helping us gather momentum for the 21st century 

After all there are many things that can't be slowed 
down Like lightning. Or an organisation that is moving 
)ust as fast 


Hindustan Brown Boveri Ltd. 

A member of the Asea Brown Boveri group 

The power to make tomorrow brighter. 

Hindustan Brown Boveri Ud., Brown Boven House, 
264/265, Dr. A Besant Road. Worfi, Bombay 400 025 




M4ERtN> 





Him 


ECONOMIC 

AND 

POLITICAL 


A Sameeksha Trust Publication 


Rs 6.00 


Vol XXIV No 3 January 21, 19 


Emergence of the Intelligentsia as a 
Ruling Class in India 

Politics of Health in a Colliery Town 

Sri Lanka's Presidential Elections 

Developmental Impact of Silk 
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Pakistan’s Politics 
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THE LEAF ^ 
IN A STORM? 





/ 





The tendu leaf whidi is used 
in the making of beedis is coll¬ 
ected by mote than a million 
people, mostly trihals, in 
Madhya Pradesh. 


For generations, private con¬ 
tractors have controlled die 
trade and cdlection di this leaf. 


Today, these middlemen have 
been eliminated and die 
gatherers themselves have 
become members of co¬ 
operatives 



Vested interests have reacted 
to this development and a 
storm of controversy has been 
initiated. 


Is the leaf in a storm? 

Or is it that the empowering of 
tribals is didicult to accept? 
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Intelligentsia as a Ruling Class 

In the course of the last two decades, the intelligentsia has 
emerged as a member of the ruling class coalition in India, the 
other two classes being the big industrial capitalists and big 
landowners. Further, this class has not acquired the position of 
power through any struggle with the other two pre-existing ruling 
classes. The intelligentsia has been co-opted by the other two 
into the coalition. A large body of empirical evidence will 
however be needed before a conclusion can be reached on the 
status and role of the intelligentsia. One opinion is that the 
professional class which runs the gigantic government machinery 
is not just a junior partner in the ruling coalition. Further, 
because of the increasing social and economic interpenetration 
among these classes, the conflicts among the classes 
in the dominant coalition are likely to decline. 142, 151, 155 

Understanding the Great Depression 

Michael Bernstein’s valuable new study The Great Depression: 
Delayed Recovery and Economic Change in A merica, 1929-39, 
examines anew one of the most significant watersheds in 
American history which to this day remains one of the 
least understood. 138 


Silk Production and 
Rural Development 

Silk production, including 
sericulture, being a highly 
labour-intensive activity, is 
ideally suited to the conditions 
of a labour abundant, agro- 
based economy. A strategy for 
strengthening its contribution 
to rural development. 157 


Poll and Toll 

Sri Lanka's December 1988 
presidential election will long be 
remembered as the most violent 
general election ever in the 
country’s history. Voter turnout 
was the lowest ever. An analysis 
of the results and the prospects 
for the parliamentary polls 
due next month. 131 


Mystery of Charisma 

Pakistan’s political history has 
been marked by dramatic 
moments when the people have 
asserted their will through mass 
mobilisation around charismatic 
leaders. An examination of 
the mystery of charisma 
and the nature of the 
relationship between 
charismatic leadership 
and the people. 136 


Oilseeds Scenario 

The oilseeds scenario has 
undergone a phenomenal change 
this season. 114 


Violence with a Purpose 

Witness the primitive violence in 
our midst which, with every 
passing day, threatens to assume 
anarchic proportions. Perhaps, 
to those who pull the 
strings, anarchy is to be 
preferred to reasoned class 
confrontation. 119 


Method to the Madness 

There is rational calculation 
behind the contradictory pursuits 
at Birsingpur-Pali, a colliery 
town in Shahdol district of 
Madhya Pradesh—unabashed 
promotion of liquor 
consumption and treatment of 
alcoholics at the hospital, 
emphasis on safety in the mine 
while coal face loaders are 
paid on piece rate. 122 


Not Trusted 

Though the workers of Kamani 
Tubes seem to have won so far, 
there are some disquieting 
features in the take-over scheme 
finally propo.sed by the BIFR. 
Workers’ representation on the 
interim committee and the 
new board of directors has 
been reduced to a minority. 

The banks and the state 
government will be in a 
dominant position. IS 


Moral Leader 

Like Gandhi, Emperor Hirohito 
was a moral leader in times 
of crisis. 138 












LETTERS TO EDITOR 


Muslim Women Act: 
The Other Side 

THE paper ‘Minority Identity: Muslim 
Women Bill, Campaign and Political 
Process’ by Zoya Hasan (January 7) is 
biased as is evidenced by the free use 
of pejoratives like mullahs, funda¬ 
mentalists and obscurantists. The most 
important omission is a comparative 
analysis of the benefits a Muslim 
divorced woman can have under section 
125 Cr PC and under the Muslim 
Women (Protection of Rights on 
Divorce) Act, 1986. Obviously Zoya 
Hasan has deliberately held back the 
true position from your readers which 
in fairness should have been brought 
out. 1 do so below to enable your 
readers to judge for themselves. 

What a divorced woman gets under 
S 125 is Rs 500 per month, at the 
maximum, from her former husband 
until she remarries and that too only if 
she is “unable to maintain herseli”, and 
quite regardless of the standard of 
living she had been used to during her 
married life and with no consideration 
whether the amount would be adequate 
to provide her with a decent living. 
Then there is no safeguard tor her in 
case the former husband dies or other¬ 
wise loses the capacity to pay the 
maintenance amount. S 125 Cr PC does 
not throw up any Sir Gallahad to save 
the damsel in distress from vagrancy 
and destitution. 

On the other hand, the benefits 
accruing to a divorced woman under 
the Muslim Women Act are; (1) mainte¬ 
nance amount commensurate with the 
standard of living she had been used to 
during her married life, unfettered by 
any maximum limit and irrespective of 
the woman’s own capacity to maintain 
herself, for the iddat period which is 
three months or in case of pregnancy 
till she delivers her child which may 
.stretch up to nine months; (2) fair and 
reasonable provision which again has 
no maximum limit (a lady magistrate 
of Lucknow has recently awarded 
Rs 20,000 uncjler this head); (3) the 
amount of do*er, if unpaid; (4) all the 
things which she had been given by way 
^ dowry at the time of her marriage 

at any tiipea^bscquently by way of 
pr^Si^ or anyone; and (5) ade¬ 

quate eOmppiation, the quantum of 


which is wholly in the discretion of the 
magistrate, for suckling the child/ 
children, if any, for the weaning period. 
All these she gets through one order of 
the magistrate within one month of 
filing the application and without 
having to pay any court fees which 
could be very heavy were she to file a 
civil suit for the recovery of her dower 
amount and dowry and other articles. 

Then there is a long list of her 
relatives, starting with her children, who 
have been made responsible for main¬ 
taining her for the rest of her life if she 
docs not get remarried. And in the 
rarest of rare cases when she is herself 
incapable of maintaining herself and 
there is none among her relations cap¬ 
able of supporting her, the community 
through the waqf boards has been made 
respon.siblc for her maintenance. 

Thus it is indisputable, as Zoya 
Hasan has quoted Rajiv Gandhi to have 
asserted, that the act gives a divorced 
Muslim woman “much more than was 
available under sections 125 and 127 of 
the Cr PC’’. 

S Ameenul Hasan’ Rizvi 
I nstitute of Islamic Studies, 

New Delhi. 

Amnesty International 
and Kampuchea 

1 AM writing to correct several points 
made by Asoka Weerasinghe in his 
article ‘Tamil Tragedy in Sri Lanka’ 
October 15, 1988). 

Weerasinghe criticises Amnesty Inter¬ 
national’s (AI) stand on human rights 
violations in Kampuchea in the 1970s. 
His quotations from two of our annual 
reports are, unfortunately, highly selec¬ 
tive. The fact is that the organisation 
has applied the same standards of 
accurate research to the unfolding 
developments in Kampuchea as it does 
to any country. It proved extremely dif¬ 
ficult in the post-April 1975 period to 
substantiate initial allegations being 
made by refugees from Kampuchea but 
careful research on this continued over 
many months leading to increasingly 
strong representations by AI to the 
government and eventually to a sub¬ 
mission to the United Nations detailing 
“gross violations of human rights’’ in 
the country. Our research into human 
rights there has continued regardless of 


changes of government; in June last 
year we issued a widely-publicised 
report “Kampuchea: Political Im¬ 
prisonment and Torture”. In that report, 
we observed that AI was concerned 
about widespread torture and killings 
by authorities of the Democratic 
Kampuchean Government and com¬ 
municated these concerns to the govern¬ 
ment during its tenure from 1975-1979. 

Let me also correct the record on two 
other points. The Head of Research of 
AI since 1983 has been Clayton Yeo, 
a Canadian. He succeeded Derek 
Roebuck, an Australian, who is now 
teaching law. Scan MacBride, (correct 
spelling), chairperson of AI from 
1963-1984, was the only person to have 
received both the Nobel I^ace Prize and 
the Lenin Peace Prize, a fitting symbol 
of the respect in which he was held 
across the political spectrum. It is also, 
in a sense, a reflection of the indepen¬ 
dence and impartiality that AI strives 
to respect in its work for the victims of 
human rights violations in all countries. 

Richard Reoch 

Head of Press and Publications, 
Amnesty International, London. 

State and Islam in 
Pakistan 

THIS is with reference to Ishtiaq 
Ahmad’s article ‘State and Islam in 
Pakistan’ (July 9, 1988) which he has 
written in response to my review of his 
book The Concept of an Islamic State: 
An Analysis of the Ideological Con¬ 
troversy in Pakistan (February 6,1988). 
In his lengthy rejoinder Ishtiaq Ahmad 
has taken me to task for writing a 
‘wantonly hostile’ review. Please allow 
me to submit that the review was based 
on the contents of the book. 1 wrote it 
with the fullest responsibility and with 
scholarly integrity. I was harsh and hard 
not for any personal or subjective 
reasons. It was a comment on the 
methodology of the book. My main 
criticism was that the author had not 
studied the original Islamic sources but 
had depended heavily on secondary 
sources which are not reliable. For 
having pointed this out Ishtiaq Ahmad 
has written a diatribe against my own 
writings and categorised me as an ‘in¬ 
fantile Marxist’. This is regrettable. 

ZlAUL Haque 

Sukkur, Pakistan- 
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W hen social objectives and priorities are sidelined, the result 
often is hectic activity over marginal matters. A case in 
point is the importance currently assigned to the short-term 
money market, as highlighted at the ‘inauguration’ (after the 
institution had been in existence for nine months) of the 
Discount and Finance House of India (DFHl) by the finance 
minister earlier this month. This preoccupation with the short¬ 
term money market can be traced to the report of the Chakravarty 
Committee on the Working of the Monetary System. In 
retrospect it does appear now that the net outcome of the 
committee’s report has been to shift the emphasis of monetary 
and credit policies from their basicgoals to relatively peripheral 
concerns among which the grooming and preening of the money 
market has figuied prominently. One is indeed hard pul to point 
to any worthwhile achievement in, for instance, monetary 
targeting or in credit redeployment. On the other hand, notable 
distortions have been introduced into the operation of the 
monetary system. The changes eftected in the interest rate 
structure, for instance, have had the effect ol shifting funds away 
from deposits with the banking system. A particularly grotesque 
manifestation of these tendencies has been the device of 
•portfolio management’ resorted to by banks which the Reserve 
Bank itself has frowned upon but has failed to check. 

What purpose do these slick money market operations serve? 
Do they advance any of the broader goals of monetary and credit 
policies? Will they augment the savings of the community? Will 
they bring about better discipline in the use of bank credit or 
contribute to a socially more justifiable distribution of such 
credit? Will they add to the effectiveness of monetary policy in 
controlling inflation? The answer in every instance is in the 
negative—and not surprisingly. 

If the wider goals of nationalisation of commercial banks 
continue to have any relevance, the money market should play 
the role it is designed to play—that of evening out the demand 
for and supply of short-term funds in the banking system. Many 
factors now come in the way of it fulfilling this role. There is, 
first, the presence of the LlC and the UTl in the call money 
market. A rational policy of financial intermediation would 
require that the LlC and the UTl find appropriate investment 
outlets for their funds in the capital market and keep their short¬ 
term surplus funds, if any, with banks as deposits. The interest 
rates in the call money market (within the prescribed ceiling of 
10 per cent) do not correctly reflect the real position of that 
market, though they do go to boost the profitability of the LlC 
and the UTl. The cost, however, is borne by the banking system. 

Or take the other case of the 182-day treasury bills which the 
monetary authorities have been Haunting as a major innovation. 
The government had refused to accept the Chakravarty 
Committee’s recommendation in favour of market-related 
discount rates on 91-day treasury bills and the 182-day treasury 
bills are merely a device worked oqt by the monetary authorities 
to get round this refusal. The bills do not really serve as a short¬ 
term instrument. The banks, market reports make clear, have 
been reluctant partners in the game. All effort has been 
concentrated on progressively raising the discount rate on these 


bills at the fortnightly auctions. The rate is now around 9.65 
per cent, so that the government is being required to pay more 
than double the normal treasury bill discount rate (4.6 per cent) 
and to no worthwhile purpose. The outstandings of the 182-day 
bills would have now crossed Rs 1,2(X) crore, so that additional 
interest expenditure of some Rs 100 crore has been foisted on 
the government in the financial ycai 1988-89. Taken together 
with the impact of the increase in the yield rates on government 
securities in general, the rising interest burden on the government 
is already threatening curtailment of development expenditure. 

Another major retrograde step would be the introduction of 
commercial paper not tied to any specific commercial transaction 
of a .self-liquidating nature (the sine qua non of genuine 
commercial bills). Such paper will benefit ‘A’ rated large 
companies and will lead to disintermediation. A major hurdle 
to such a development today is the statutory stamp duty and 
so attempts are likely to be made to persuade the government 
to forgo stamp duty revenue so that the richer borrowers may 
benefit. On the other hand, despite the recomrnciioations of the 
Tandon, Chore and Vaghul committeor, and the offer of interest 
rate concessions, the Reser' c bank has failed to persuade the 
larger borrowers to accept the discipline of regular commercial 
bills. 

None of this is to suggest that the Discount and Finance 
House does not have a role in the money market—as a dealer, 
as an agent and as a catalyst. The Reserve Bank ha.s rightly 
permitted the DFHl to operate in the call money market, now 
without being subject to the interest rate ceiling of 10 per cent 
fixed by the Indian Banks’ Association. The DFHl is reported 
to have already achieved a cumulative turnover ol around 
Rs 12,150 crore up to December 1988. Foi the present, because 
of the presence of the UTl and LlC, the size of the DFHI’s 
operations as well as the so-called fiee rale it sets are artificial 
and do not correctly reHect conditions in the call money market. 
Likewise, the cumulative turnover of over Rs 5,000 crore by the 
DFHl under sales/purchase and buy-back ot the 182-day 
treasury bills is a hot-house activity unrelated to the needs of 
the government or the money market 

On the other hand, the one area of DFHl activity which has 
not been given the emphasis that ii deserves is that of providing 
redLscounting facilities for commercial bills which arise from 
genuine commercial transactions (unlike commercial paper of 
the type referred to earlier). Under this activity the DFHl’s 
cumulative turnover has been just about Rs 758 crore (against 
the commercial banks’ total non-food credit outstanding of over 
Rs 76,000 crore), compared to its turnovei ol Rs 5,000 crore 
under that relatively irrelevant instrument, the 182-day treasury 
bill. This, of course, reflects the Reserve Bank’s and the 
commercial banks’ unwillingness to enforce a measure of 
financial discipline on the larger borrowers. Instead of flirting 
with schemes of promoting commercial paper, the DFHl should 
really concentrate on popularising the commercial bill as 
a medium of commercial transactions which will provide 
multiple benefits in the management of the monetary and credit 
system. 
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CENTRE-STATE RELATIONS 

Destabilisation 
Manoeuvres 

UNABLE to depend on its party hirelings 
for destabilising opposition-ruled state 
governments, the ruling party at the centre 
has now fallen back on the old tactics of 
misusing gubernatorial powers for its 
designs. IVusted lieutenants are deliberate¬ 
ly appointed governors, so that by con¬ 
stantly needling these governments and 
maintaining a perpetual state of mutual 
suspicion, these central representatives can 
precipitate a crisis leading to the imposi¬ 
tion of central rule on these states. 

The recent happenings in Kerala pro¬ 
vide a typical example of central in¬ 
terference in the autonomy of the state 
government. The state government had 
earlier submitted a list of candidates for 
nomination to the senates of the Kerala 
and Calicut universities. The governor. 
Ram Dulari Sinha, a veteran Congress(l) 
leader, who is also the chancellor of the 
universities, has now made her own 
nominations from outside the state 
government’s list. Quite understandably, 
this has created a rumpus, with the rul¬ 
ing coalition’s leading party, the CPI(M), 
refusing to take the affront lying down. 
Its students’ wing, the Students’ Federa¬ 
tion of India, has launched an indefinite 
‘dharna’ before the Raj Bhavan in 
Hivandrum demanding that the governor 
withdraw the nominations. Where will this 
lead to? What was the governor’s purpose 
in provoking the ruling coalition in the 
state? She almost seemed to invite the in¬ 
sult that a CPl(M) legislator hurled at her 
when in the state assembly, the MLA, 
Govinda Kurup, asked the Congress(l) 
members in rather picturesque terms; 
“Why are you making this seventh rate 
chancellor play like a monkey to the tunes 
of hundredth rate Congressmen? Is it for 
facilitating your backdoor entry?” 

In other opposition-ruled states, where 
a governor might not appear to be effec¬ 
tive enough in serving Congress(I) in¬ 
terests, union, ministers resort to 
ingenuous and clumsy methods. In West 
Bengal, the governor is Nurul Hassan, 
also an old Congress(l) faithful. He is 
however alleged to be on friendly terms 
with chief minister Jyoti Basu. A centra! 
minister has therefore struck upon a novel 
method to irritate the Left Front govern¬ 
ment in West Bengal. The union minister 
of state for home, Santosh Mohan Deb, 
has imported a special posse of lyipura 
police to Calcutta to guard Tripura House 
there—on the plea that the Left Front 
government is unable to give protection 
to IKpura Congressfl) legislators who visit 
. Calcuttttipd stay at Tripura House. Deb, 
iis an MP from THpura. 
PnWctaUy enough, the West Bengal Left 


Front has taken exception to this posting 
of policemen from another stare in its ter¬ 
ritory. What happens if tomorrow Jyoti 
Basu decides to arrive in Delhi with a 
posse of West Bengal police to guard 
Banga Bhavan in the capital—on the 
ground that the Delhi police are unable 
to protect him? He may even be justified, 
if we leave aside the retaliatory implica¬ 
tions of the gesture—given the utter 
ineptitude of the Delhi police force to pro¬ 
vide protection to the capital’s ordinary 
citizens. 

But beyond these petty partisan squab¬ 
bles, looms the more important question: 
Can the Congress(I) be entrusted with the 
central responsibility of maintaining a 
political structure that would allow a 
multi-party system? Given it.-> historical 
background—its atrocious record of in¬ 
tolerance of opposition-ruled state 
governments, and of the devious methods 
adopted to oust them, starting from the 
first communist government in Kerala—as 
an organisation it lacks the political 
maturity and ideological innovativeness to 
meet the national challenge that is deman¬ 
ding a multi-pronged approach which 
would be tolerant of the diverse political 
trends in a complex scenario of uneven 
development. 

POLITICS 

An Avoidable Diversion 

Ajil Roy writes-. 

IF the recent launching of the seven-party 
national campaign committee is being view¬ 
ed variously, the reason for it lies in a cer¬ 
tain ambiguity in the step itself. Some have 
seen in it communist pressure tactics to wean 
V P Singh, Devilal and Co away from a 
possible line-up with the Bharatiya Janata 
Party (BJP), while some others, perhaps 
somewhat more uncharitably, find in this 
move a confirmation of the communists’ 
familiar “deviousness in order to prop up 
Rajiv Gandhi”. Neither of these two views 
lacks plausibility entirely: the first, because 
the joint document issued by the seven par¬ 
ties as also its interpretations given by their 
spokespersons make no secret of their anti- 
UP thrust; the second, because the im¬ 
mediate practical impact of this new Left 
initiative has been a certain disarray in the 
main opposition camp, namely, the Janata 
Dai-National Front, which cannot but 
beneHt Rajiv Gandhi. 

But even if one chooses to ignore the 
immediate impact, can one expect any dif¬ 
ferent results from this move in the longer 
run? Perhaps not. 

First of all, even at the programmatic 
level, the latest seven-party exercise has little 
to distinguish itself from the other run-of- 
the-mill specimens. Even if the rtew 15-point 
programme has sought to highlight certain 


issues, it ignores or' misses some more vital 
questions, such as, the domination of black 
money, which distorts the economic, social 
and political life of the country and is an 
important factor behind the criminalisation 
of politics, the gathering momentum of 
Rajiv Gandhi’s New Economic Policy 
(whatever be V P Singh’s past contribution 
to its initiation) which is oriented towards 
giving a pronounced elitist twist to industrial 
production and social distribution and has 
as its corollary the policy of promoting the 
penetration of the TNCs in the Indian 
economy. 

The crucial task at the moment certainly 
is not the formulation of a neat programme, 
of which there is no dearth at the moment. 
Vhe National Front formulated a 71-point 
programme; the CPI(M) has offered a 
12-point programme as part of the omnibus 
resolution passed by its recent Trivandrum 
congress and the CPI has proposed a 
21-point programme in the draft re.sotution 
for its coming Calcutta congress. Whatever 
the respective merits of these exercises, at the 
moment they have no particular identity 
beyond their incorporation on a piece of 
paper. In other words, they lack a broadbas- 
ed mass sanction. By associating with such 
insignificant splinters like the Congress(S), 
the Jan Morcha rump or the Bahuguna frac¬ 
tion of the Lok Dal, the new programmatic 
declaration cannot have acquired any signifi¬ 
cant increase in its adherents. If anything, 
the changeability in the commitment of 
some of the new allies may only adversely 
affect the credibility of the latest line-up. 

More importantly, as Marx had once 
remarked, every step of real advance is more 
important than a dozen programmes. At this 
particular juncture, the extension of the 
front against the Congressfl) in terms of its 
mass following is much more important than 
the addition of a dozen pious declarations 
to the existing plethora of pronouncements. 
The preservation and extension of the 
National Front, all its weaknesses not¬ 
withstanding, as the widest tmti-Congress(I) 
platform so far achieved is far more crucial 
at the moment than writing a few slogans 
on a piece of paper and that coo in the com¬ 
pany of some rootless personalities, some of 
whom may also be of questionable bona 
fides in public esteem. 

Even more important, and potentially 
more dangerous, is the shift of opposition 
focus, as enunciated by the CPI(M) leader 
H S Surjeet who has said: “1 must say that 
our programme and the National Front’s 
programme ate not the same. We have focus¬ 
ed attention more sharply on the threat to 
national unity from divisive forces and the 
foreign policy aspect!’ National unity has 
certainly become a crucial question of 
Indian politics today, as the latest round of 
communal violence in Jammu has clearly 
brought out once again. But nothing can be 
mote misconceived than the idea that na- 
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tional unity can be achieved or strengthen¬ 
ed in isolation from the struggle for 
democracy, merely by repeating certain 
platitudes. National disunity is the direct and 
indirect product of the weaknesses and/or 
subversion of democracy while at the same 
time contributing to the process of further 
weakening democracy. 

To be more precise, the growing disunity 
of the Indian people today is being 
engendered by a number of broader social 
streams, such as the thwarted economic 
development, accompanied by an elitist bias 
leading to mass impoverishment at the base 
and creating mass despondence, the lack of 
a balanced distribution of resources and 
fruits of development, not only among social 
classes and strata, but also among, different 
regions, religions, caste and ethnic com¬ 
munities and so on, in a milieu of growing 
expectation roused by the impact of a cer¬ 
tain development of overall political 
awareness. The phenomenon of popular 
disunity becomes further aggravated by its 
promotion and utilisation by unscrupulous 
politicians competing for power in a plurali.st 
society with universal adult franchise on the 
one hand and on the other the relative inef¬ 
fectiveness of the Left forces, more par¬ 
ticularly the communists, in unleashing a 
powerful counter-stream of popular unity 
based on militant struggles for social and 
ideological advance. 

It is true that in the recent period, the 
communists and the Left forces have 
organised some spectacular mass actions, 
such as the Delhi March, the Bharat Bandh, 
and the six-day general strike of industrial 
workers in and around the national capital. 
But, however impressive in themselves, they 
were somewhat sporadic and episodic in 
nature. The need of the hour is a sustained 
and expanding movement. For this, in turn. 
It is essential to develop ideological-political 
clarity. 

An indepth look would reveal that not 
only is the Rajiv Gandhi government respon¬ 
sible for directly and indirectly fostering the 
growth of national disunity, but also that its 
various actions are aimed at curbing and 
subverting the already much weakened 
democratic framework of the Indian poli¬ 
ty. If this process is allowed to progress 
further, then the struggle for protecting and 
strengthening national unity will become 
much more difficult. 

The other focus of H S Surjeet’s—indeed, 
the CPl(M)’s—shifting highlight, foreign 
policy, is also somewhat misplaced. First, it 
is clear from the past episode of the Janata 
Party rule when Atal Behari Vajpayee of the 
Jana Sangh-Bharatiya Janata Party brand 
had headed the ministry of external affairs 
that the Nehruvian framework of India’s 
foreign policy could not be materially 
tampered with. Secondly, it is Rajiv Gandhi 
who is today- subverting this framework 
decisively by opening the doors wide for the 
TNCs to come in and dominate the coun¬ 
try in various ways. Thirdly, it should also 


be remembered that with the advancing pro¬ 
cess of perestroika, the equation between the 
USSR and the US has been undergoing some 
significant changes, as also the correlation 
of international forces Witness, tor instance, 
the shifting of the UN session from New 
York to Geneva to accoid a platform to the 
PLO leader or the retreat of the US on the 
question of holding naval manoeuvres off 
the Libyan coast. As a result of all this, the 
weightage of the foreign policy position in 
the formulation of the overall national 
policy in India has declined. 

Finally, the communists, particularly the 
CPl(M), have to take a more critical view 
of the overall national situation. The huge 
mass mobilisations that greeted the CPI(M) 
conference in Calcutta and the congress at 
Trivandrum are certainly very inspiring— 
noi only for the party, but al.so for all U-ft 
and progressive forces in the country. But 
all this may be only a part ot the historical 
setting, with its counterpart not yet visible 
to the uninitiated. Historical parallels may 
offer some critical insights and indeed serve 
as a warning. For instance: 

In May 1965 Jakarta looked like a libetated 
city. In the capital and throughout the coun¬ 
try millions of Indonesians celebraled PKI’s 
45lh anniversary The largest party in 
Indonesia was also the world’s third largest 
communist party and claimed to have 15 
million members and organised sym¬ 
pathisers . A year alter it was bantied, and 
hundreds and thousands were imprisoned or 
murdered.. 

- Olle Tornquist. Dilemmas of I'hirtI Worlil 
Communism (/.ed Books, London. 19X4), 
p 163. 

INDUSTRY 

Takeovers and 
Acquisitions 

THE last three years have witnessed a 
phase of rapid growth of some units of 
capital through takeovers and acquisitions 
of firms in the Indian economy. One 
could possibly categorise these takeovers 
and acquisition into three groups. 

First, is the entry and gradual con¬ 
solidation of a few non-resident Indian 
(NRI) groups—prominent, among them 
being, the Chhabrias and Hindujas—by 
purchasing the foreign equity holdings of 
mainly British-controlled firms. In this 
category one can put the purchase of the 
39 per cent equity held by R G Shaw (UK) 
in Shaw Wallace by the Chhabrias. 
Similarly, the purchase of the 40 per cent 
UK holding in Dunlop (India) by the 
Chhabrias or the purchase of the 39 per 
cent and 59 per cent stake of the Rover 
group (UK) in Ashok Leyland and Ennore 
Foundries by the Hindujas in conjunction 
with Iveco of the Fiat group (Italy). The 
Chhabrias have acquired Shalimar Paints 
with the purchase of the 40 per cent equity 
capita] held by Courtaulds of UK. So also. 


Mather and Platt. Similarly, Vijay Mallya, 
the NRI head of the United Breweries 
group, has consolidated his control over 
Berger Paints through the acquisition of 
Jenson and Nicholson (UK), the prin¬ 
cipals. A question that comes to mind is 
the significance of this disinvestment of 
individual units of British capital and 
change of control into the hand of NRI 
groups. The NRI groups have purchased 
the overseas stakes in these Indian 
affiliates through hard currency borrow¬ 
ings from transnational banks. Any infu¬ 
sion of technology is usually through 
foreign collaborations. Manu Chhabria 
migrated to Dubai IS years ago as a trader. 
Jumbo Electronics was basically a mer¬ 
chant capital outfit for Sony in consumer 
electronics for the Gulf countries. But 
there is no doubt that the Chhabria group 
has amassed sufficient assets, which ate 
used as collateral against which the 
transnational banks are advancing loans 
for the purchase of the shares. The Hin¬ 
dujas are said to have amassed a fortune 
as third world arms dealers of western 
transnationals in the armaments business. 

The second category of acquisi- 
lioiis/takeovers are basically strategies of 
oligopolists. The acquisition of Sharpedge 
by Indian Shaving Products, a joint ven¬ 
ture of Gillette (US) and the Poddar 
group, is basically to increase their market 
share and further expand that share 
through expansion m line with the growth 
of the market. In this category one can 
include the takeover by Blow Plast (con¬ 
trolled by the Piramal group) of 
Aristocrat, thus acquiring a 75-80 per cent 
share of the market for moulded luggage. 
One can also cite the takeover of Allwyn 
Nissan by Mahindra and Mahindra as 
basically part of an oligopolistic strategy. 

Oligopolistic strategies of parent TNCs 
often have an impact on the domestic 
market. Thus, for instance, the merger of 


Revised Subscription Rates 

Due to dll-round increase in costs, in 
particular the cost of newsprint, we 
have b-’en compelled to increase the 
per copy price of fPW from Rs 5 to Rs 6 
with effect from January 1 The revised 
inland subscription rates will be as 
follows and will cume into force from 
February 1, 1989 
Institutions 
One year Rs 325 
Two years Rs 625 
Three years Rs 925 
Individuals 
Six months Rs 140 
One year Rs 250 
Two years Rs 475 
Three years Rs 700 
Concessional Rates (One year) 
Teachers/Researchers Rs 200 
Students Rs 150 
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Asea (Sweden) and Brown Boveri 
(Switzerland) would lead to the merger of 
Asea (India) and Hindustan Brown 
Boveri. Similarly, the coming of Brooke 
Bond under the Lever umbrella would 
mean co-ordinated strategies of Lipton 
(India) and Brooke Bond (India). The 
acquisition of the global operations of 
Chicago Pneumatic Ibol Company (US) 
by Atlas Copco (Sweden) would mean the 
common areas of business in their Indian 
affiliates—Atlas Copco (India), Con¬ 
solidated Pneumatic Tool (India) and 
Revathi-CP Equipment—would be co¬ 
ordinated to avoid competition. The sec¬ 
tions of the monopolies legislation under 
the MRTP Act dealing with concentration 
of economic power are not being applied 
in these cases. In fact, for all practical pur¬ 
poses, the MRTP Act is being applied only 
for restrictive trade practices. 

The third category of takeovers and ac¬ 
quisitions is part of growth strategies that 
centre on conglomeration. Reliance gain¬ 
ing management control of L and T or 
the Abhay Oswal group’s purchase of 
Union Carbide’s petrochemicals and 
alcohol complex at Chembur in Bombay 
and Indian Explosive’s LDPE unit at 
Rishra in West Bengal is part of the 
growth strategy of becoming con¬ 
glomerates. The Muthiah group has also 
witnessed a fantastic growth of assets 
through acquisitions. 

In the first and third category of 
takeovers and acquisitions, major player 
is the government’s financial institutions. 
The coalescence of banking and industrial 
capital—finance capital—is, in India, a 
different proposition, since banking 
capital is almost entirely controlled by the 
state. This gives the state considerable 
leverage vis-a-vis private capital and makes 
it an arbiter in most management tussles. 
Being the arbiter by virtue of having the 
largest shareholding, the financial institu¬ 
tions carry out government fiat under the 
direction of the union finance ministry. 
Thus Reliance gains management control 
over L and T with a 10 per cent holding 
since the financial institutions with a 40 
per cent holding fall in line under the 
direction of the union government. Indeed 
the Reliance group has the clout to obtain 
licences in preference to most other 
business groups; it can block the advance 
of competitors with the help of the 
government. It is at its behest that import 
duties are lowered. The process of 
deregulation of industry should have 
lowered the level and degree of corruption. 
Paradoxically, corruption has grown. 

These are some of the changes—the 
shifting landscape—within Indian 
businew. It is too early to say whether the 
new managements will J^ove more 
dynamic than the erstwhmPI||aes. 


PANCHAYAT ELECTIONS 

Criminals in Command 

Bharat Dogra writes: 

SEVERAL tribals and harijan candidates 
aspiring to stand for gram sabha elections 
in Banda district of UP were forced to 
withdraw their candidature, under threat 
from big landlords-cum-contractors. At poll¬ 
ing booths large scale bogus voting went on 
under the approving eye of well known 
gangsters or their men. The fact that the use 
of indelible ink on the hands of voters had 
been discarded made it all the more easier 
for bogus voting to flourish. 

Having ensured that their men had earlier 
been elected as pradhans,,some of the big¬ 
ger criminals stood in the elections for block 
pramukhs. Most of the candidates elected 
as block pramukhs have a well-established 
crime record. One of them who was elected 
unopposed was in fact the biggest dacoit of 
Bundelkhand till his surrender some time 
back. 

These are only a few of the more shock¬ 
ing aspects of the recently held elections of 
the first two tiers of Panchayati raj in Ban¬ 
da district of Uttar Pradesh. Elections for 
the third tier—the district level zilla 
parishads will be held soon. While Banda 
district is in any case known for its high in¬ 
cidence of crime and violence, reports pour¬ 
ing in from other parts of UP indicate that 
this trend is seen in most other areas as well, 
to a lesser or greater extent. 


BUSINESS 


OILSEEDS 

Government Fails to 
Sustain Minimum Prices 

THE series of measures taken by the govern¬ 
ment to deal with the emerging vegetable oils 
scenario make an interesting study, 
highlighting the government’s inability to 
assess properly the implications of the un- 
precedent^ increase in oilseeds production 
in any one season and the serious shortcom¬ 
ings in its organisational infrastructure to 
support the policy initiatives. The manage¬ 
ment of apparently ‘over-abundant’ in¬ 
digenous supply is causing problems which 
the government has never faced before. 

Hitherto, because of the chronic shortage, 
the government had been concerned main¬ 
ly with making good the shortfall in 
domestic supply through imports of edible 
oils which was not only a simple affair but 
also a highly prontable business. Despite the 
difficult balance of payments position, 
foreign exchange was never allowed to act 
as a constraint on imports. Not unoften, im¬ 
ports were quite unrelated to changes in in¬ 
digenous availability. Imported oils being 
much cheaper than indigenous oils, their 


Even in the parts of UP bordering Delhi, 
where a niore civilised electoral process 
could have been expected, one of the elected 
pramukhs of Ghariabad district is known 
to be a person of a long and diverse crime 
record. In another block of the same district, 
the winning candidate had filed his election 
papers while still serving a prison sentence 
on criminal charges. 

This trend has shocked honest social 
workers and officials. How will they interact 
with such elected representatives while striv¬ 
ing for better implementation of government 
policies and programmes for weaker sec¬ 
tions, they wonder. Ironically this trend has 
gathered strength at a time when the increas¬ 
ing role of panchayats in the implementa¬ 
tion of government schemes has been stress¬ 
ed officially. 

Big money has been used even at the level 
of gram pradhan elections. Clearly the 
elected pradhans will then try to recover this 
money by indulging in various irregularities 
for money-making to the exfent that their 
limited powers allow them. Thus the corrup¬ 
tion associated with expensive elections and 
the misuse of the elected representative’s of¬ 
fice has reached the ‘grassroots’ level of the 
gram pradhan in a big way. 

Before the anti-social elements who have 
been elected to various tiers of panchayati 
raj can make a complete mockery of the 
aims of these institutions, it is important that 
democratic forces should offer united op¬ 
position to such misuse. 


disposal did not pose any problem. Imported 
oil was made available to the vanaspati in¬ 
dustry and also under the public distribu¬ 
tion system at concessional prices. The 
allocation of imported oils, in fact, provid¬ 
ed an ideal opportunity to extend official 
patronage to the vanaspati industry—the 
major beneficiary enjoying the unique 
distinction of having assured supply of raw 
material at highly concessional prices to 
maintain the facade of informal price con¬ 
trol which was never strictly enforced. 

The scenario has undergone a pheno¬ 
menal change this season. Kharif oilseeds 
production has been an all-time record. The 
all-India oilseeds convention held in Calcut¬ 
ta on November 27 had estimated kharif 
production at 88 lakh tonnes, with the 
groundnut crop placed at 57 lakh tonnes (in 
shell) and soybean crop at 17 lakh tonnes. 
Thlking to a cross-section of informed per¬ 
sons in the oilseed trade and industry the im¬ 
pression one gathers is that groundnut pro¬ 
duction could well turn out to be around 60 
lakh toimes. Prospects for the rabi crops ap¬ 
pear no less reassuring, with estimates vary¬ 
ing from 75 lakh tonnes to 80 lakh tonnes. 
Assuming normal weather conditions dll the 
harvest time, even conservative estimates 
place the rape/mustard crop at around 40 
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lakh tonnes. There are not a few who think 
that the crop may well touch 45 lakh tonne 
mark. Summer groundnut crop is estimated 
at between 20 lakh and 24 lakh tonnes (in 
shell). The combined kharif and rabi pro¬ 
duction of 9 oilseeds is reckoned at between 
160 lakh and 165 lakh tonnes. Ihking into 
account the production of other oils, name¬ 
ly, cottonseed oil, rice bran oil and coconut 
oil, the aggregate indigenous availability of 
vegetable oils is unlikely to be much less than 
last season’s total supply (indigenous pro¬ 
duction plus record imports of 18.4 lakh ton¬ 
nes). The quality of crop information being 
what it is, none can really vouch for the ac¬ 
curacy of the estimates put up by the 
trade/industry. Often, these estimates are 
guided by the prevailing market sentiment. 
The official crop estimates are even less 
reliable, being influenced in no smalt 
measure by the ‘political’ factor. 

Be that as it may, the handling and 
marketing of bumper oilseed crops this 
season raises many ticklish issues. Imagine 
Gujarat farmers as also the trading com¬ 
munity handling a groundnut crop of 20-24 
lakh tonnes against last season’s two lakh 
tonnes. The financial implications alone can 
be quite serious. The continuing heavy 
pressure of groundnut arrivals in all the ma¬ 
jor producing centres, particularly in Gu¬ 
jarat, has had a profound impact on the 
market. Oil prices have remained distinctly 
subdued. Current prices of groundnut oil as 
also of other oils are substantially lower than 
a year ago. Groundnut oil is cheaper by 
about 23 per cent, sesame oil by 23.9 per 
cent, rapeseed oil and soybean oil by 16.5 
per cent, cottonseed oil by 17.5 per cent, edi¬ 
ble rice bran oil by 22.7 per cent, inedible 
grade by 15 per cent, linseed oil by 24 per 
cent and castor oil by 23 per cent. 

Virtually committed to ensuring incentive 
prices to farmers, the government has been 
greatly exercised over the possible repercus¬ 
sions of the prevailing ‘low’ prices on the far¬ 
ming community's efforts at stepping up 
oilseeds production. It has therefore an¬ 
nounced a series of measures to impart the 
much needed stability to the market during 
the peak of the kharif season. These include 
withdrawal of concessional supply of im¬ 
ported oils to the vanaspati industry follow¬ 
ed by the abolition of informal price con¬ 
trol, permission to use not only solvent ex¬ 
tracted groundnut oil and sesame oil but also 
the hitherto prohibited expeller groundnut 
oil and mustard oil, subject to a ceiling of 
20 per cent (inclusive of sesame oil), hike in 
the prices of imported oils allocated under 
the PDS and relaxation of limit on stocks 
of oilseeds/oils permitted to be held by the 
trade. Fears that the withdrawal of conces¬ 
sional supply of imported oils would 
adversely affect vanaspati production and 
also lead to a rise in prices have been belied. 
That the increased offtake of indigenous oils 
by the vanaspati industry should have had 
no noticeable effect on the market is a 


measure of the easy availability of in¬ 
digenous oils. 

Even the announcement of the new in¬ 
tegrated policy on oilseeds has not had any 
noticeable impact on the market. Creation 
of a buffer stock of five lakh tonnes of oil 
through indigenous procurement of 
oilseeds/oils and imports, prescription 
of a price band, Rs 20,000-Rs 25,000, 
for the two major oils, namely, ground¬ 
nut oil and mustard oil, which account 
for nearly 75 per cent of the total edible 
oil supply, review of imported oil prices 
under the PDS to make these equal to prices 
of domestically produced oils, support of 
farmers with technology and inputs to raise 
output and setting up of a high-powered 
committee to monitor production, import, 
distribution and pricing of oilseeds con¬ 
stitute the key elements of the new policy. 

As a declaration of laudable objectives, 
the new policy on oilseeds aimed at ac¬ 
celerating the move towards self-reliance by 
helping growers without unduly hurting con¬ 
sumers is unassailable. But very little can be 
achieved unless the policy statement is sup¬ 
ported by requisite action. That groundnut 
oil should be currently quoted about 10.5 per 
cent below the minimum price of Rs 20,000 
a tonne stipulated under the new policy is 
a telling illustration of the wide gap between 
the government’s commitment and actual 
performance If oil prices are ruling substan¬ 
tially below the stipulated minimum it clear¬ 
ly shows that procurement effort has been 
extremely poor. This underlines the serious 
shortcomings in the organisational in¬ 
frastructure. Neither the NDDB nor the 
various growfeds have adequate organisa¬ 
tional capabilities nor requisite resources to 
undertake procurement on the desired scale. 

One can argue that since the new policy 
was announced on January 5, it is much too 
early to make any worthwhile appraisal of the 
policy implementation. But the ‘integrated’ 
policy had long since been under active con¬ 
sideration and the government could not 
have been unaware of the imperative need 
to strengthen to organisational framework 
and provide it with adequate resources to en¬ 
sure effective implementation of the policy. 
What is ore to make of the government’s 
concern about ensuring remunerative prices 
to growers when nearly half of the ground¬ 
nut crop has already been marketed at well 
below the minimum price envisaged in the 
policy? The market offers an excellent op¬ 
portunity to build a sizeable buffer stock of 
oil from indigenous sources. There can be 
no convincing alibi for not mopping up 
available supplies till groundnut oil prices 
touch the Rs 20,000 a tonne mark. It is quite 
possible that in the process, the government 
may come to acquire more than 5 lakh ton¬ 
nes of oil. In the prevailing market condi¬ 
tions and the overall supply there can be little 
justification for placing any restriction on 
the use of indigenous oils by the vanaspati 
industry. 


TWENTY YEARS AGO 

EPW, January 18, 1969 

A series of newspaper reports, 
presumably inspired by the food ministry, 
talk of the likelihood of the rabi crop 
turning out to be far better than had been 
earlier expected and of the centre and the 
states having already built up, at the end 
of 1968, a reserve stock of three million 
tonnes of foodgrains. This is technically 
the carry-over stock, but the reports sug¬ 
gest that most of it can be taken as the 
buffer stock since, according to the 
ministry’s expectations, additional pro¬ 
curement and import will suffice to meet 
the requirements for public distribution 
in the coming months before the 1969-70 
kharif harvest. Is the food ministry 
trying to assure everyone that the 3.5 
million tonnes buffer stock it had pro¬ 
mised for the beginning of the 1969-70 
agricultursd year will be achieved?... 
There may be another reason for the 
food ministry’s haste to publicise the size 
of official food stocks. A clue may be 
found in some other press reports, this 
time evidently put out by the food cor¬ 
poration. These reports claim that the 
corporation’s year-end carry-over stock 
of foodgrains has been rising over the 
past three years and that the corporation 
aims at an ultimate buffer stock of 7 
million tonnes. But the corporation has 
been facing financial problems. The 
Rs 140 crore provided in the 1968-69 
budget for buffer stock finance will do 
for just about half the targeted buffer 
stock this year. As the corporation’s net 
has spread wider and its turnover has 
multiplied, its debt-equity ratio has risen 
steeply... The interest burden must in¬ 
crease too. The corporation would, there¬ 
fore, naturally like the government to 
directly take over a larger share of the 
responsibility for financing its operations. 

* • • 

Iran is in many respects an ideal part¬ 
ner for collaboration in several fields. Its 
links with the Cento powers and its 
material support to Pakistan during the 
September 1965 conflict necessarily in¬ 
duce opportune references to friendship 
in the more distant past. For the same 
reason though, strengthening of 
economic links should help to round off 
the sharp edges of ho-stility that have 
been visible in recent years. Iran is one 
of the fastest-growing economies in west 
Asia, thanks mainly to abundant oil, an 
increasing proportion of which is com¬ 
ing under its own control. It has a large 
foreign exchange surplus but needs sup¬ 
port, preferably from sources other than 
USA and USSR, in its attempts to diver¬ 
sify the economy and to break out of 
superpower tutelage. India’s needs are 
similar, and complementary. 
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Index Nunihers of Wholesale Prices 


Latest 

Over 
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Over 





(1970-71 - 100) 

Weight 

Week 

Last 

Last 

March 

In 

In 

in 

In 

(7-1-89) 

Month 

Year 

26. 1988 

87-88 * * 

86-87 

85-86 

84-85 

All Commodities 

1000 

433.1 

-0.6 

4.8 

3 7 

10 6 

5.3 

5.7 

7.1 

Primary Articles 

417 

416.6 

-0.5 

7.4 

59 

13.2 

5.2 

2.0 

4.8 

Food Articles 

298 

417.4 

-1.0 

13.3 

96 

ll.O 

6.6 

6.8 

6.4 

Non-food Articles 

106 

374.6 

1.0 

- 7 0 

4 0 

22.9 

6.4 

-10.2 

-2.3 

Fuel, Power, Light and Lubricants 

85 

678.8 

1.0 

3.6 

1 7 

6.4 

6.8 

11.9 

2.6 

Manufactured Products 

499 

405.3 

1.2 

3.0 

2.5 

9.8 

4.9 

7.2 

6.0 
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Month 
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In 

In 

In 
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Month 

Year 

1988 

87-88 

86-87 

85-86 

84-85 

For Industrial Workers 1960 = 100 

828" 

0.6 

9.7 

100 

9.1 

8.8 

6.5 

6.4 

For Urban Non-Manual Employees 1984-85 = 100 

138'“ 

-l-l.S 

•+■ 78 

+ 70 

9.6 

7.9 

7.9 

8.1 

For Agricultural l,abourers July 60 to 

724"’ 

-r2.0 

+ 10.9 

+ 10 0 

9.8 

4.8 

48 

0.2 

June 61 -- 100 
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Money and Banking 


Latest 

Over 

Over 

Over 





Unit 

Week 

L.ast 

Last 

March 

In 

In 

In 

In 


(30-12-1988) 

Month 

Year 

25, 1988 

87-88 ' + 

86-87 

85-86 

84-85 

Money Supply (M,) 

Rs crore 

1,86,839 

6,729 

24,999 

24,179 

20,870 

21,627 

14,423 

16.058 



(3.7) 

(15.4) 

(14.9) 

(7 0) 

(IH.3) 

(13.9) 

(18.7) 

Net Bank Credit to Ciovernment Sector 

Rs crore 

96,829 

218 

13,420 

12,720 

12,652 

12,822 

6,555 

8,445 




(1.2) 

(18.6) 

(16.2) 





Bank Credit to Commercial Sector 

Rs crore 

1,18,568 

4,040 

14,832 

13,033 

10,079 

10,576 

10,963 

10,809 




(2.3) 

(15 6) 

(9.9) 





Net Foreign F.xch Assets ot Banking Sector 

Rs crore 

5,665 

132 

565 

204 

673 

1,251 

13 

1,419 



(0 4) 

(19 3) 

(3 1) 





Deposits of Scheduled Commercial Hanks 

Rs crore 

1.39,440 

6.982 

19,314 

19,786 

14,850 

16,723 

13,160 

11,519 



(5.3) 

(16.1) 

(17 6) 

(14.5) 

(19 6) 

(18.2) 

(19.0) 

Foreign Exchange Assets** 

Rs crore 

6,243 

101 

- 768 

11,044 

507 

604 

197 

1,319 






(-6.6) 

(0.8) 

(24.0) 

(28.9) 

Index Numbers of Industrial 

Weights 

Latest 








Production 

Month 

Averages for* 


Variation (pei cent) 


(1980-81 100) 


(August) 



In 


In 

In 

In 



1988 

1988-89 

1987-88 1986-87 1985-86 1984-85 

1983-84 

General Index 

100.0 

172.7 

173.7 

1.57.8 8.9 


8.7 

8.6 

6.7 

Basic Industries 

39.4 




9.4 


6.8 

ll.l 

6.0 

Capital Goods Industries 

16.4 




18.2 

10.6 

3.0 

11.7 

Intermediate Goods Industries 

20.5 




4 3 


7.5 

9.7 

9.8 

Consumer Goods Industries 

23.6 




5.3 

12.5 

7.2 

1.6 

Durable Goods 

2.6 




19 5 

18.7 

21.6 

16.1 

Non-Durabic Cioods 

210 




2.6 

11.5 

5.1 

-0.4 

1 Note: The index numbers of industrial pioduction by use-based classification are not 

available beyond March 1987 



ForiMgn Trade 

Unit 

Latest 

Cumulative for* 







Month 










(Aug 88) 

1988 89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Exports 

Rs crore 

1,467 

7,313 

6,125 

15,719 

12,569 

10,895 

11,744 

9,771 





(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(11.0) 

Imports 

Rs crore 

2,289 

10,797 

8,544 

22,343 

20,201 

19,658 

17,134 

15,831 





(10.6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance ot Trtide 

Rs crore 

-822 

-3,484 

-2,419 

- 6.624 

- 7,632 

- 8,763 

-5,390 

-6,060 

Employment Exchange Statistics 

Unit 

Late.st 

Cumulative for* 







Month 










(Sep 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Live Registers 

Thousand 

30,002 

30,002 

30,790 

30,247 

30,131 

26,270 

24,861 

23,034 

(as at end of period) 





(0.4) 

(14.7) 

(6.0) 

(7.9) 

(16.6) 

Number of Registrations 

Thousand 

540 

4,564 

4,567 

5,465 

5,473 

5,824 

6,220 

6,756 



(- 0.2) 

(-6.0) 

(-0.2) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

Number of Vacancies Notified 

Thousand 

40 

422 

453 

621 

616 

683 

707 

827 




(0.8) 

(-10.0) 

(0.8) 

( -10.0) 

(-3.4) 

(-15.3) 

(0.9) 

Number of Placements 

Thousand 

29 

264 

344 

360 

356 

388 

407 

486 




(LI) 

(-8.2) 

(1.1) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.3) 

Incrmie 

Unit 

1986-87 

1985-86' 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80* 

Gross Domestic Product (current prices) 

Rs crore 

2,60,584 

2,33,305 

1,90,888 

1,72,704 

1,45,961 

1,30,770 

1,22,226 

95,358 

Ciross Domestic Produci (1980-81 prices) 

Rs crore 

1.62,326 

1,56,083 

61,838 

59,541 

55,068 

53,470 

1,22,226 

47,191 

Per Capita Income (1980-81 prices) 

Rupees 

2,975 

2,721 

1,791 

1,781 

1,687 

1,686 

1,627 

664 

1 * For curreni year unto liiiest month for which data are available and for corresponding period of last year 



1 ** Excluding gold and SDRs. 4 Upto latest month for which data are available. 






1 + 4 Provisional data. & At W70-71 prices. 










Notes: (1) Superscript numeral denotes month to which figure relates, e g, superscript* 

indicates that the figure is for January and so on. 

(2) Figures in brackets denote percentage variation over previous period. 
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COMPANIES 


GARDEN SILK 

Amalgamation With 
Vareli Textile 

GARDEN SILK MILLS is to diversify into 
manfacture of polyester filament yarn (PFY) 
and textile mechinery. The company has 
signed a memorandum of understanding 
with Toray Industries of Japan for setting 
up a 15,000 tonnes per annum capacity PFY 
plant. The first phase is estimated to cost 
approximately Rs 110 crore, for which the 
company proposes to avail of loan assistance 
from the financial institutions. The proposed 
PFY project will primarily focus on the 
manufacture of speciality yarn of the kind 
which is presently imported. 

The company has also obtained necessary 
approval for manufacture of two-for-one 
twisters, rewinders, filament yarn sizing 
machines, draw Iwisting machines, looms 
and other textile accessories. It has recently 
signed a technical collaboration agreement 
with Tsudakoma Corporation of Japan for 
the manufacture of two-for-one twisters and 
rewinders. It proposes to manufacture 60 
machines in the first year of production. The 
project is expected to commence production 
in the early part of 1989. The engineering 
division will add a new dimension to the at 


imtics of the company in an area which has 
assumed great importance in recent times 

Meanwhile, the prestigious new Studiolinc 
range of pure silks and chiflons has been 
launched The entire ptocess from weaving 
of silk to ptinting and finishing is handled 
in-housc Production and marketing of this 
high-value exclusive range has added a new 
dimension to the company’s product line 
which now includes polyester, pure silks, 
cottons and blends. 

The company has shown satisfactory 
working results for 1987- 88 with a gross pro¬ 
fit of Rs 18.16 crore against Rs 22.20 crore 
in the previous 15-month period following 
a turnover of Rs 147 crore against Rs 167 
crore. These figures, however, show a con¬ 
traction of profit margins. Net profit was 
Rs 14 crore against Rs 20.07 crore in the 
15-month period ending March 1987. Net 
profit as a percentage of capital employed 
has significantly declined from 49.7 in the 
15-moiith period ending March .71, 1987 to 
19.2 in 1987-88. Dividend was stepped up to 
30 per cent of the expanded capital as 
against 18 per cent paid out previously. The 
distribution is covered 6.08 times by earnings 
as against 21.50 times previously. 

The directors have been considering the 
proposal of amalgamation between Vareli 
Ifextile Industries and the company and have 


The Week’s Companies lakh) 



Gatden Silk 

Kirloskar Brothers 

CarborundumUniNcrsal 


Latest Year 

Last Year 

Latest Year 

Last Year 

Latest Year 

Last Ycai 


31-3 88 

31-3-87* 

31-7 88 

31-7-87 

31 - 8-88 

31-8 87 

Paid-up Capital 

1001 

519 

307 

307 

592 

592 

Reserves 

6307 

3520 

907 

815 

2628 

2227 

Borrowings 

6431 

5080 

2264 

2032 

1391 

1377 

of which Term Borrowings 

5137 

1893 

361 

364 

748 

782 

Gross, fixed assets 

6309 

5919 

2589 

2432 

3840 

3756 

Net fixed assets 

5720 

5675 

1147 

1132 

1940 

2089 

Investments 

4 

— 

157 

156 

815 

294 

Current liabilities 

2084 

1469 

3082 

2399 

1340 

972 

Current assets 

8970 

4757 

5256 

4265 

3115 

2773 

Stocks 

2945 

2815 

2330 

1884 

1258 

1195 

Book debts 

1771 

1190 

2133 

1647 

1288 

1083 

Net sales 

14743 

16706 

8751 

7671 

.5410 

4648 

Other income 

238 

225 

222 

136 

158 

120 

Raw material costs 

5419 

5305 

4664 

3994 

1464 

1529 

Wages 

420 

463 

1474 

(310 

839 

703 

Interest 

862 

421 

429 

445 

247 

263 

Gross profit (+ )/loss (-) 

1816 

2220 

412 

395 

1152 

775 

Depreciation provision 

346 

213 

160 

155 

220 

202 

Tax Provision 

70 

— 

40 

44 

360 

201 

Net profit (-h)/loss(-) 

1400 

2007 

212 

196 

572 

372 

Investment allowance reserve 

— 

651 

— 

42 

— 


TVansfer to reserves 

1170 

1263 

151 

108 

424 

265 

Dividend 







Amount P 

— 

— 

— 

— 

— 

— 

E 

230 

93 

61 

46 

148 

107 

Rate (per cent) P 

E 

30 

18 

20 

15 

25 

18 

Cover (times) 

6.08 

21.50 

3.47 

4.26 

3.87 

3.47 

Ratios (per cent) 







Gross profit/sales 

12.32 

13.29 

4.71 

5.15 

21.29 

16.67 

Net proflt/capital employed 

19.15 

49.69 

17.46 

17.47 

21.14 

16.31 

Inventories/sales 

19.97 

16.85 

26.62 

24.56 

23.25 

25.73 

Wages/sales 

2.85 

2.77 

16.8-' 

17.08 

15.51 

15.12 



agreed in principle to the proposal. It is en- 
visaged that the merger would facilitate the 
financing and undertaking of large-scale ex¬ 
pansion and diversification projects, better 
utilisation of resources and in achieving 
economies of scale. Taking into account their 
complementary line of business and industry, 
a pooling of technical and managerial ex¬ 
pertise and know-how would be effective in 
terms of optimising operational efficiency. 

KIRLOSKAR BROTHERS 

Margins under Pressure 

KIRLOSKAR BROTHERS profit 
margins were under pressure in 1987-88 
due to the cumulative effect of rising 
material costs and wage increases The 
company earned a gross profit of Rs 4.12 
croic against Rs 3.95 crore in the previous 
year following a turnover of Rs 87.51 
crore against Rs 76 71 crore. Net profit 
amounted to Rs 2.12 crore (Rs 1.96 
crore). The directors have maintained 
dividend at 15 per cent and also recom¬ 
mended payment of an extra 5 per cent 
to commetnorate the Kirloskar centenary. 
The proposed total distribution is covered 
3.47 times by earnings as against 4.26 
times previously. 

These results were obtained in spite of 
slackness in the incoming project orders. 
The export business, however, registered 
an all time high of Rs 4.8 crore. The issue 
of the fourth series of deoentures of Rs 30 
million'on ‘rights’ basis was oversubscrib¬ 
ed and the debentures are under allot¬ 
ment. The company will retain the per¬ 
missible excess subscription for allotment 
of additional debentures for which con¬ 
sent of the central government is being 
obtained. 

Due to recession and competition in the 
oil industry, the collaborator. Oil Tool 
Specialities of the US, went into liquida¬ 
tion during the year. Nonetheless, the 
company is making progress in implemen¬ 
ting the project to manufacture high 
pressure vaives. The other two collabora¬ 
tions with Godiva Fire Pumps of UK of 
manufacture of fire fighting pumps and 
with Nikkiso Company, Japan, for 
manufacture of canned motor pumps are 
making steady progress. The government 
had revoked the approval granted to the 
company for establishing SPP as a joint 
venture trading company in the US. On 
repre.sentation, the government has now 
withdrawn the revocation order. The 
company’s request for permission to wind 
up Hydrodyne, the subsidiary company 
in Mauritius, has been approved by the 
government and the winding up process 
is on. 
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CARBORUNDUM UNIVERSAL 

Higher Profitability 

CARBORUNDUM UNIVERSAL has 
fared well during 1987-88. Turnover, pro¬ 
fits and margins are all considerably 
higher than in the previous year. The 
directors have stepped up dividend from 
18 per cent to 25 per cent. The company 
has shown a gross profit of Rs 11.52 crore 
against Rs 7.75 crore previously following 
a turnover of Rs 54.10 crore against 
Rs 46.48 crore. Net profit is higher at 
Rs 5.72 crorc (Rs 3.72 crore) even though 
provisions for depreciation and taxation 
have taken away more, The enhanced 
distribution is covered 3.87 times by ear¬ 
nings as against 3.47 times. 

Sales of bonded abrasives were 14 per 
cent higher and operational efficiencies 
were satisfactory in both the plants at 
Tiruvottiyur and Hosur. A major pro¬ 
gramme for raw material conservation 
was implemented. In-house development 
of marble poli.shing stones was completed 
and the product has been introduced in 
the market. The coated products farted in¬ 
tense competition which restricted the in- 
crea.se in sales. To provide greater thrust, 
the coated product operations have been 
restructured as an independent profit- 
centre. Super refractories .sales recorded 
an incieasc of 17 per cent. Demand for 
the company’s high strength low cement 
monolithics accelerated during the yeai. 
New products developed by the in-house 
R and D effort were well received. 
Buoyancy in the user industries during the 
year improved demand for electrocast 
refractories and the sales for the product 
line increased by 48 per cent. A proposal 
for technical upg.-adation of electrocast 
refractories has been approved by the 
government and steps arc under way to 
implement it. The operations of the Alox- 
ite grains plant at Edapally were substan¬ 
tially stepped up following the resump¬ 
tion of work under directions of the .state 
government. The operations of the silicon 
carbide plant at Koratli were seriously 
affected by the power cuts and a 141-day 
strike preceding the signing of a long-term 
settlement incorporating higher produc¬ 
tivity norms. The fusion technology for 
grains manufacture at Palghat has been 
successfully upgraded. The plasma spray 
research project has made significant pro¬ 
gress and sophisticated coating techniques 
have been developed for a number of ap¬ 
plications including for defence and space 
industries. The facilities are being further 
improved by installation of quality 
assurance and handling equipment. 

Irnptementation of the projects for the 
:echnolo|pcal upgradation and expansion 
of bonded abrasives and the manufacture 
of micro grits is in progress. The total 
outlay is estimated to be Rs 840 lakh. 
Term loans from the financial institutions 


have been arranged. The company has 
identified, a collaborator for the manu¬ 
facture of industrial ceramics and steps 
are being initiated for obtaining necessary 
government approvals in this regard. 

BANK OF INDIA 

Creditable Performance 
in Export Credit 

BANK OF INDIA’S deposits increased 
from Rs 10,532.12 aore as on December 31, 
1987 to Rs 12,572.28 crore as on 
December 31, 1988, an increase of 19.4 per 
cent. Lxians and advances increased from 
Rs 6,361.58 crore at the end of 1987 to 
Rs 7,985.73 crore at the end of 1988, an 
increase of 25.5 per cent. Thus the credit- 
deposii ratio rose from 60.4 per cent in 

1987 to 63.7 per cent in 1988. Credit to 
the priority sector increa.sed from 
Rs 1,756.02 crore at the end of 1987 to 
Rs 2,090.99 crore at the end of 1988, an 
increase of 19.1 per cent. Priority sector 
credit as a per cent of net bank credit to 
the commercial sector was 43.8 per cent. 
The bank has increased its credit to ex¬ 
porters, especially diamond exporters, 
significantly. Export credit at the end of 

1988 was around Rs 500 crore, recording 
an increase of Rs 178 crore during the 
year. 

HDC 

Special Steels Project 

HINDUSTHAN DEVELOPMENT COR¬ 
PORATION (HDC) of the R P Mody group 
has offered 17,73,2% convertible debentures 
on a rights basis to its equity shareholders 
in the proportion of one debenture of Rs 145 
for every five shares held as on November 1, 
1988. The issue has opened on November 29 
and shall close on December 28, 1988. The 
amount of Rs 95 paid as application money 
will be partially converted on April 1, 1989 
into one equity share of Rs 10 at a premium 
of Rs 35 against a present market price of 
around Rs 110. The balance portion of the 
debenture will continue to carry interest at 
12.5 per cent p a payable half yearly and will 
be redeemed in five equal annual instalments 
from the expiry of the eighth year. 

The proceeds of this issue will be utilised 
to part finance Rs 67 crore oomposite steel 
plant at Malanpur in MP. Even after rais¬ 
ing Rs 29 crore from this issue and about 
Rs 6 crore from foreign exchange loan and 
subsidy, the Rs 67 crore project remains un¬ 
financed to the extent of Rs 32 crore, for 
which the company has plans to make fur¬ 
ther issue of convertible/non-convertible 
debentures. 

HDC is setting up this composite steel 
plant with an initial capacity of 1,25,000 ton¬ 
nes per annum with immediate plans of 
doubling the capacity to 2,50,000 tonnes pa 
under government guidelines. They have 
selected Hamburger Stahlwerke to provide 
technical assistance. The plant will manufac¬ 


ture rolled products including wire tods of 
cold heading, electrode and ball bearing 
quality, light structurals such as chaimels, 
free cutting steel etc. HDC’s existing 
engineering divisions will be a ready con¬ 
sumer of several of these products. 


IN THE CAPITAL MARKET 


Ganesh Anhydride 

GANESH ANHYDRIDE is entering the 
capital market with a public issue of 
35,00,000 equity shares of Rs 10 each for 
cash ai par. Out of 4his, 2,50,0(X) shares 
are reserved for firm allotment to UTl, 
,3,50,0(X) shares are reserved for firm 
allotment to SBl Mutual Fund, 3,50,0(X) 
shares are reserved for firm allotment to 
Canbank Mutual Fund, 2,75,000 equity 
shares are reserved for preferential allot¬ 
ment to the shareholders of Ganesh 
Benroplast and 4,55,000 shares are 
reserved for preferential allotment to the 
‘employees’ of the company and pro¬ 
moter companies. The balance 18,20,000 
shares are being issued to the Indian 
public. The total Issue is of 90,99,300 
equity shares of Rs 10 for cash at par. 
Of these shares, 33,59,300 are reserved 
for the promoters, Indian resident direc¬ 
tors. their friends and relations. Further, 
22,40,(K)0 shares arc reserved for the NRI 
promoters and other NRls. 

The company, promoted by the 
Ganesh group including Ganesh Benzo- 
plast, is setting up a 7,000 tpa plant for 
the manufacture of maleic anhydride at 
MIDC Industrial Area, chemical zone, 
Tarapur, Maharashtra. The company has 
entered into a licence and technical ser¬ 
vices agreement with the Scientific 
Design Co (USA). The detailed engineer¬ 
ing and project execution is being done 
by Ihta Consulting Engineers, Bombay. 
The core equipment like the reactor, air 
compressor driven by a turbine and pilot 
reactor, will be imported from the US 
and West Germany. The cost of plant and 
machinery is Rs 1,426 lakh out of which 
the import content is 41 per cent. 
Technical know- how and engineering 
fees are estimated at Rs 40 lakh. 

The main raw material is benzene 
which will be made available from the 
various refineries and through cgnalised 
imports. The produa, maleic ant^dride; 
is mainly used in polyester resin, 
agricultural chemicals, food preser¬ 
vatives, co-polymers, plasticisers, 
lubricating oil additives, etc. It is also 
used in the manufacture of fibreglass 
reinforced plastics. 

The estimated project cost is Rs 2,475 
lakh. Besides equity capital of Rs 910 
lakh, rupee term loans hwe been obtain¬ 
ed for Rs 1,249 lakh, foreign currency 
.loans of Rs 296 lakh and a state special 
capital incentive of Rs 20 lakh. 

The issue opens on January 31. 
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Calcutta Diary 

AM 


Politicians, both on account of the exigency of adult suffrage and 
out of fear of class formation, have encouraged tribal wars. They 
have opened a Pandora’s box; witness the primitive violence in our 
midst which, with every passing day, threatens to assume anarchic 
proportions. 


DOES life imitate sociology, or the latter, 
wrapped in perspicacity, warn in advance 
of developments that are a-coming? This 
itself could be theme for a sociological 
debate. Forty years ago, or still earlier, in 
the pre-independence phase, the nation’s 
awareness of the labyrinth of caste fissures 
was much less than it is today. Formu¬ 
lating a Lukacs-esque explanation for this 
is of course not so difficult. Lack of 
awareness, we will be assured, does not 
clinch the case for lack of existence. There 
are those standard stages of inchoate and 
Choate realities, of levels of perception of 
reality, and, finally, of levels of articula¬ 
tion of what is perceived at a point of 
time. Why shoot the piano player, the 
troubles engulfing us have been brought 
about not by sociologists with a vested 
interest in nurturing the myth of caste 
warfare. What is happening, it will be 
said, is basically a function of lime. 1 he 
caste alignments were already there, a 
landless farm worker always felt a greater 
bond of affinity with an oppressing 
landlord where the latter belonged to the 
same caste as him rather than with 
another dispossessed peasant whose 
economic plight was identical to his own 
but whose caste was different. In the past, 
he was able neither to define his emotion 
nor trace its locus of identity. Forces 
released by national independence have 
been a great civiliser. The Indian villager 
is now discovering that the laws of nature 
ordain that he be a collective animal and 
seek, for dear life, the protection of near 
and dear ones. It is caste which, for him, 
is delimiting friends from adversaries. 
Ideologues notwithstanding, pure econo¬ 
mic relations are, alas, non-determining 
factors towards social equilibration. Such 
relations at most reflect the tiirmoil oc¬ 
casioned by spasmodic events; caste links, 
on the other hand, carry the burden of a 
much longer history of love and non-love, 
of hatred and lack of hatred, of accep 
tance and rejection from the fold. Truth 
will be out, and it is now supposedly 
emerging with a vengeance. Sociologists, 
being more perceptive than, say, 
economists of a particular genre, had a 
head start in divining what was about to 
nplode in rural India. There is no ques¬ 
tion of their loving caste war more than 
class w&i. The divisiveness of caste is the 
reality, that of class is an abstract 
hypothesis. They have only succeeded in 


laying bare, sociologi.sts will argue, the 
datum of caste alignments in village after 
village, district after district, region after 
region; the castes were already there, all 
they did was to delineate them in reckona- 
ble terminology. They did not instigate the 
caste riots; they just rang the early warn¬ 
ing bells. 

There are those who will tend to take 
a sourer view. They will leave out the 
innocuous specimens from obscure 
universities situated in the cow belt of the 
United States of America, who, not very 
bright, but deadly serious in intents, 
swarm like leech all over the countryside 
of Uttar Pradesh, or Tamil Nadu or 
Karnataka, or some other state. Each 
adopted a village, and diligently wrote a 
PhD dissertation. They detailed the 
number of dug wells and of pucca 
aqueducts in the village, narrated the 
features of the dominant marriage 
customs and the annual fertility rite.s, 
made a taxonomic analysis of land- 
holdings and cropping patterns, dwelt at 
length on the local terracotta and temple 
architecture. They finally put down a 
meticulous description of the different 
castes inhabiting the village. This tho' did 
to pad the thesis, and also because had 
they not been told any number of times 
about India’s unique caste system? It 
would have been singular lack of manners, 
they surmised, if, having latched on to an 
Indian village and based a PhD thesis on 
its characteristics and attributes, they 
chose to ignore the castes. But alongside 
such tales of innocence, there could be— 
and are—more purposive exponents of the 
sociological art, nurturing a built-in urge 
to embark on ideological battles. Class 
war is evil. Class divisions are a legend 
spread by malevolent Marxists. They have 
to be countered. Academic pursuits can 
no longer afford to stick to passive posi- 
tions.Moreover, is it not the Marxists who 
were the first to provoke us? Now we have 
to counter-attack. Class consciousness, we 
must establish, is not the prime mover in 
human interrelations, a stronger surrogate 
exists, it is the awareness about caste and 
the pride one feels in identifying with it. 
Caste consciousness, besides, can never 
blend into class consciousness. Caste and 
class are antithetical categories, with 
distinct, non-competing empirical cor¬ 
relates. 

Dig into the records; you will be struck 


by the heavy bias in sociological research 
in the post-independence decades; explor¬ 
ing the manifold facets of the mystique 
of caste has been the focus of a huge 
majority of both government-sponsored 
project reports and university doctoral 
submissions. And it was not always an 
autonomous seeking after truth, there was 
a large induced element in it. The story 
of India's villages had to be the story of 
stark, unrelenting, unmitigated poverty. 
Man IS a rational animal, even an ordinary 
research worker could not help being a ra¬ 
tional animal. Once confronted with the 
phenomenon of poverty, he or she, sooner 
or later, would begin to worry over the 
material factors underlying poverty. This 
would not be desirable, since many 
skeletons in the cupboard were likely to 
be revealed. So why not persuade the 
research worker to get interested in caste? 
Caste became the safety valve, involve¬ 
ment in caste research meant that the 
young PhD student would no longer have 
the time or the inclination to bother about 
such aspects of rural life as the distribu¬ 
tion of asset-holdings or the rate of in¬ 
terest charged by the moneylender. 

Is It too simple-minded an explanation? 
But serendipity is as serendipity does. 
Caste, it did not take long to discover, 
could be put to even more purposive use. 
Lobbies could be organised around castes. 
Since caste war was axiomatically pre¬ 
ferable to class war—and the deployment 
of research funds implied that the political 
establishment went along with this view— 
creating conditions for facilitating the 
former, it was taken for granted, would 
have sanction from abo'-c. Sociological 
research thus cam^ in handy, certainly up 
to a Dr>!rii. Sociologists knew all about 
wastes. They had already done the scout¬ 
ing, mapped in detail the caste alignments, 
or at least hinted at the potential that ex¬ 
ists along such lines, in region a or region 
b or region c. Deprivation defines the 
Indian countryside, it is possible to come 
up at any given moment with an impres¬ 
sive list of the good things of life denied 
to each community or caste. It needs only 
a minor streak of imagination then to 
develop the framework of a formidable- 
sounding syllogism. The deprivation of 
my caste is causally related to the 
hegemony of that other ca.ste; life is not 
worth living if the government does not 
bestir it.self to correct the imbalance of ad¬ 
vantage that has ensued. The lobbyists, of 
assorted description, in due course emerge 
as caste heroes. Perhaps the caste or castes 
they represent obtain a little bit extra, in 
.some manner or other, because of their 
shouting. The lobbyists however gain very 
much more. They flaunt themselves as 
selfless leaders, but they are not at all 
bashful to take what they consider their 
rightful claim as commission agents. It is ' 
agency which pays in several ways. The ; 
constituents of the caste contribute a let^, ! 
in whatever form, in recognition of the 
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good done to them. The political establish¬ 
ment loo realises the worth of the lob¬ 
byists as organisers of vote banks 
Rewards follow quickly - cash flows, a 
lucrative contract, allotment of a consti¬ 
tuency for contesting the state assembly 
or Lx>k Sabha election, pci haps, it the 
gods are willing, a ministership 

Academic sociologists, with iheir pci 
ideological bias, arc left lai behind. Poliii- 
cians ride on the crest ol sociology Caste 
emerges as the fulcium ol a swinging 
spoils system. In a country of near-eighi 
hundred millions, with a thousand 
echelons of administration and layers and 
layers of hierarchical relations, the-nioic- 
is-the-merrier principle has a magnetic 
attraction. Spoils have to be divided 
among a million contenders, iheretoie a 
million castes, w'iih then sepaiatc persona 
and ego, need to be discovered They are 
di.scovered in no time, with leaders and 
followers neatly arianged These leaders 
have their patrons, and in their lurn they 
themselves act as patrons. Iveii the 
highest of the land look upon them with 
admiring eyes. They arc feted and cuddl¬ 
ed; they will help keep the starving Indian 
masses away from straying into the marsh 
of ideology. 

But is there not .something unnatural in 
the goings-on? Castes are adjuncts ol 
tribal societies, classes ate a later develop¬ 
ment. Castes and tribes are caught at a 
still point of pre-history. Cla.sses, in con¬ 
trast, encompass a whole lot ol memoiy, 
experience and convulsions, which synop- 
tically pass as the dynamics of the histo¬ 
rical process. There is a majesty and in¬ 
tensity around class wars, they encompass 
a lot of waiting and preparation, as also 
a great deal of thought and planning: 
designs are coaxed to grow into strategies, 
strategies are persuaded to fit into a 
magnificent historical framework. Hardly 
anything is left to random factors in these 
designs, which place the utmost stress on 
coherence between long-range objectives 
and short-term targets. 

Caste wars, in contrast, are unplanned, 
chaotic episodes. Castes and tribes are no 
nationalities, they function within a nar¬ 
row geographical orbit, and thrive on 
instant reactions; the accent in their 
activism is on revenge and vendetta. No 
giobar.schemata of social restructuring is 
relatable to the caste riots that break out 
from time to time. Those who lead them 
are, more often than not, men of com¬ 
merce; the mischief they set in motion, 
will, they hope, yield a si/cable rate ol 
return to them personally. The tribes they 
lead are however not interested in heuristic 
calculations per se. The clashes they 
indulge in are exclusively cathartic in 
content—blood-letting cannot be anything 
else—but it is catharsis which involves 
only the animal urges, and precisely 
nothing else. Tribal feuds therefore involve 
a considerable lot af brutality. They are 


also Iterative, Since in such wars one tribe 
takes another tiibe by surprise—just look 
up the etymology of the expression ‘am¬ 
bush’- -and surpri.se is a game all can play, 
ihesc feuds assume the format of suc¬ 
cessive leiurning ol compliments. Till as 
long as the tribes do not die out, the nasty, 
short, brutish wars continue as not altoge- 
thei necessary sideshows in the develop- 
menl of civilisation. 

But there has been a mix-up in the time- 
frame. Poliiicians, both on account of the 
exigency of adult suffrage and out of fear 
ol class formation, have gone on en¬ 
couraging tribal wars. They have^et loose 
a Pandoia’s box. tor the castes are not 
operating in a primitive setting; they now 
receive both sophisticated arms and 
technological advice from mercenaries 
from all over; they have the chance to link 
up with the urban lumpenproletarial. Pro¬ 
fessional goons, their guns ever itching to 
be on hire, have taken over the caste wars. 
They have learnt to divide up districts 


THE question is asked whenever and 
wherever people who matter meet: what 
will Rajiv Gandhi gain from'improving 
India’s relations with China and Pakistan? 
What the question really wants to explore 
is, first, has the prime minister deliberately 
embarked on a policy of friend.ship with 
erstwhile adversaries with an eye to the 
coming election? and, secondly, will he 
gain in the election from what he may be 
able to achieve in the realm of foreign 
policy? It IS a sign of the prevailing 
cynicism about Rajiv Gandhi that people 
do not ask what India will gain from 
peace and friendly ties with China and 
Pakistan. Or, on a more concrete level, 
what will the common people of India 
gain? The prime minister is seen by many 
to be so uncertain of his party’s victory 
in the polls that his recent engagements 
in. constructive diplomacy are at once 
perceived as tactical moves to gain the 
voter’s mind in the election. 

There is, however, a more serious side 
to the question with which this article 
began. Will foreign policy, or, more 
specifically Rajiv Gandhi’s efforts to nor¬ 
malise relations with China and Pakistan, 
prove to be an election issue? Relations 
with both neighbours are an emotive mat- 


much in,the manner of mafia groups. 
Caste discontent has been rendered into 
only a mask; it is the material advance¬ 
ment of the goons which has emerged as 
the principal item of the agenda. 

What is unfolding before our eyes is no 
passion play, but the humdrum details of 
a political anatomy lesson. Tribal wars 
have their use to stall, temporarily, the 
historical process; with their help, the act 
of articulation on the part of the 
economic classes can be suspended mid- 
ss’ay for some while. But a heavy price has 
to be paid, witness the primitive violence 
in our midst which, with every passing 
day, threatens to assume anarchic propor¬ 
tions. Perhaps, to those who pull the 
strings, anarchy is to be preferred to 
reasoned class confrontation. They have 
taken upon themselves a frighteningly 
enormous responsibility. They weai this 
burden lightly; a blissful lot, they do not 
have to bother about the organic link bet 
ween causes and consequences. 


ter. Both involve territory, political history, 
pride and prejudice, ideological and reli¬ 
gious sensitivities, and are therefore ex¬ 
ploitable for election purposes. Foreign 
policy has not so far been a hot issue in 
any election. Foreign policy has always en¬ 
joyed a national consensus. Will the con¬ 
sensus break this time? 

Rajiv Gandhi was quite apprehensive 
till the time he went to China how the 
country would react to his effort to nor¬ 
malise relations with Beijing without get¬ 
ting the border dispute settled more than 
less on India’s terms? Indeed it was only 
after he met with Jyoti Basu and Indrajit 
Gupta a few days before his journey to 
Beijing that he felt bold enough to allow 
his press relations people to play up the 
significance of the visit. Basu and Gupta 
assured him-of the support of the left if 
he could normalise relations with China. 
They were certain that the centrist parties 
would not be negative, risking a rift bet¬ 
ween them and the left in an election year. 
BJP could therefore be the only party to 
protest against ‘surrender’ erf Indian ter¬ 
ritory to China or the ‘sell-out’ of the 
Dalai Lama and the ‘people of Tibet’. 
That would not harm ^jiv Gandhi nor 
his party at election time 


CAPITALSCOPE 


Home and the World 

BhiiitanJ Son Guptu 


1989 is unlikely to see any dramatic improvement in India's 
relations with China and Pakistan because the prime minister 
will not be able to garner the political will, the support he needs 
in his party and the co-operation of the foreign policy 
bureaucracy to take big bold strides on the road to peace and 
friendship. 
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Many people therefore sat up with a 
start when they read in the newspapers a 
statement issued by the Janata Dal leader¬ 
ship taking the prime minister severely to 
task for a ‘self-out’ in Beijing. Relying on 
a report printed in The Economist, the 
statement accused Rajiv Gandhi of having 
concluded a ‘secret pact’ with the Chinese 
giving away Indian territory in Ladakh in 
return for Chinese recognition of the 
MacMohan Line. It demanded that the 
prime minister release the ‘secret treaty’, 
and warned him against going against the 
parliamentary resolution of December 
1962 vowing that India would not engage 
in aify negotiations with China until the 
Chinese vacated Indian territory taken by 
aggression in the border war. The state¬ 
ment also took the prime minister to task 
for his statement in Beijing that India 
regards Tibet as an autonomous region of 
China. It wanted India to play the Tibet 
card and to press China to meet Tibetan 
demands for self-government. 

Two days after the statement was issued, 
however, the Janata Dal president, 
Vishwanath Pratap Singh, told reporters 
that the document did not represent his 
party’s stand on relations with China. The 
Janata Dal, he said, wanted improved 
relations with all neighbours consistent 
with India’s national interest. The follow¬ 
ing day, Ajit Singh, general secretary of 
Janata Dal, could not or would not 
unravel the mysiery of the origin of the 
press statement. “Someone released some 
draft;’ was all that he would say. Strangely 
enough, the press did not take the JD 
leadership to task for this tardy handling 
of its foreign policy. In any case, it is clear 
that the Janata Dal would not attack the 
prime minister’s effort to normalise rela¬ 
tions with China. 

After Rajiv Gandhi’s visit to Islamabad, 
there was almost no negative voice in the 
opposition ranks about an expected shine 
to India-Pakistan relations. Some BJP 
stalwarts raised a new bogey: a ‘Soviet- 
China-lndia axis’, suggesting that Rajiv 
Gandhi would push India into the joint 
embrace of the world’s two largest com¬ 
munist states. The whole concept is, of 
course, absurd; it sprang from the cold 
war mind-set which is still alive and well 
in the United States and Britain, though 
not as alive and as well in continental 
western Europe At this .stage, however, the 
BJP will probably mute its attack on Rajiv 
Gandhi’s ‘peace offensives’. Because that 
is the best way to prevent the prime 
minister and his party from making much 
hay out of his tentative, hesitant experi¬ 
ments with Gorbachevism. 

In the Ihmil Nadu election, Rajiv 
Gandhi is likely to get little mileage from 
his still-to-be-clcarly-crafted China and 
Pakistan policies. If any foreign policy 
issue weighs in the minds of the Thmil 
voters at all, it is Sri Lanka. DMK has 
made IPKF a major target of attack, and 
Janata Dal leaders will try to convince the 


Tamils that Delhi’s intervention in Sri 
Lanka has been a total failure. The deci¬ 
sion to pull out 3,000 troops from Sri 
Lanka was taken probably with one eye 
on the Tamil Nadu election. Whether it 
helps the Congress(I) or not only the 
voting will tell. Foreign policy will have 
little impact on the election in Nagaland 
and Mizoram. 

At the same time, the journeys to China 
and Pakistan showed that Rajiv Gandhi 
was capable Of taking initiatives, however 
small-range they may be. He is evidently 
anxious to build in the minds of the elec¬ 
torate the image of the prime minister as 
a leader who can do things regardless of 
criticism and opposition. An upward 
curve in the scale of public perception of 
the prime minister’s leadership may turn 
out to be a plus factor in inducing the 
voter to vote for his parly. Especially 
because of the wide and widening leader¬ 
ship vacuum in India for more than a 
decade. 

Here again, foreign policy’s contribu¬ 
tion to the leadership image of Rajiv 
Gandhi will demand, first, that he can do 
big, dramatic things, nut just cosmetic lit¬ 
tle atmospherics which do not catch the 
imagination of the people and leave on 
their minds nothing more than taint scrat¬ 
ches that get easily erased. Secondly, like 
Gorbachev, he will have to take sustained 
and continuing initiatives for which Rajiv 
Gandhi does not seem to be prepared. He 
is surrounded by no-men in the fbreign of¬ 
fice and in the cabinet; some of his own 
personal aides are more open, but they 
can hardly give him the political support 
he needs to move boldly forward. 

Besides, Rajiv Gandhi himself played 
some not-so-subtle election politics in get¬ 
ting ready for his China vi.sit, which, it 
must be acknowledged, was broadly an 
initiative of his own. He could have in¬ 
vited the opposition leaders to a discus¬ 
sion with a view to arming himself with 
a national consensus on turning a new leaf 
in relations with China. He would have 
received broad support from the left and 
centrist parties; only the BJ P would have 
rested on its predictable demur. Instead of 
seeking a national con.scnsus, Rajiv 
Gandhi invited Jyoti Basu and Indrajit 
Gupta for a discussion (separately) on his 
Beijing journey. Hoping that he would be 
able to push a wedge into the opposition 
parties’ not-too-easy-going efforts to forge 
a national front against him in the elec¬ 
tion. The move nearly succeeded a.s evinc¬ 
ed in the statement issued on behalf of the 
Janata Dal referred to above. Behind the 
home diplomacy on the China visit there 
was also an explicit desire to get the credit 
for normalising relations with China for 
the prime minister alone. 

In order to get the advantage of foreign 
policy gains for the battle of ballots, the 
prime minister should have promoted in 
his four years in office a clear differen¬ 
tiation between the national and state 


levels of the Indian political process. That 
would have required of him recognition 
as well as promotion of federalism 
transfer of substantial quantities of power 
and resource from the centre to the slates, 
treating the opposition parties as political 
competitors rather than adversaries in a 
democracy, and, above all, conceding the 
reality of the passing of the political 
hegemony of the Congress Party and the 
emergence of a multi-party polity in the 
country. In this kind of a political set-up, 
the voters would also see the central 
government differently ftom the state 
governments. They would be encouraged 
to vote for one party in the national elec¬ 
tion and another in the state elections, in 
both cases the party that can give stable 
and reasonably good goverpment. In a 
federal system, credit for foreign policy 
accrues to the centre, and the prime 
minister’s leadership towers over the 
leadership of chief ministers. His only 
peer is the leader of the opposition if there 
IS ,1 strong, viable opposition in 
parliament. 

Rajiv Gandhi, however, has given no 
sign of recognising the passing of the 
Congress Party’s political hegemony in 
India. He still believes that it will be possi¬ 
ble for him to restoie the hegemony as 
Indira Gandhi did in 1970-72. Clinging to 
this illusion, he has cho.sen to adopt an 
imperial ot regnant style of behaviour, 
with regard to the states, and he has 
preferred to treat the opposition as an 
undesirable phenomenon in our political 
life. The claim that the Congre.ss Party 
alone is patriotic and those who oppose 
the Congress Party are anti-national 
spring from a stubborn refusal to 
recognise the cold realities of political 
change in India. 

However, there can still be a situation 
when what the prime minister is able to 
do in the outside world will bring him 
political, even electoral harvest at home. 
If India-China and India-Pakistan rela¬ 
tions improve dramatically this year, if Li 
Peng and Benazir Bhutto both visit India, 
and Rajiv Gandhi can be seen on the TV 
.screen holding hands with both of them, 
if they both hail him as a Gorbachev of 
south Asia, then his domestic image will 
get a tiemendous boost, and it will have 
an impact on the people’s minds. Some 
will attack him of course, but most peo¬ 
ple, including members of elite groups 
that are concerned with foreign policy and 
world affairs, will see in him, after a lapse 
of three years a glint of leadership. 

But this is most unlikely to happen, 
1989 will be spent with slow-motion im¬ 
provement in India's relations with 
Pakistan and China mostly because the 
prime minister will not be able to garner 
the political will, the support he needs in 
the party and the co-operation he needs 
from the foreign policy bureaucracy to 
make big bold strides on the road to peace 
and friendship. 
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REPORTS 


Politics of Health in a Collic^ry Town 

S Ganenh 


The establishment at Birsinghpur in Madhya Pradesh unabashedly 
promotes liquor consumption among the miners; the hospital 
identifies the addicts and treats them—for the benefit of society. 
The government passes ‘progressive’ health and safety legislations; 
but makes them unintelligible to the worker and the courts 
unreachable. 


BIRSINGHPUR-PALI is a small colliery 
town in Shahdol district of Madhya 
Pradesh, A local group called the Now- 
jawan Nagar Vikas Samiti (NNVS) has 
been looking into the social problems of 
this town for several years. In 1985 the 
NNVS approached the Shahdol Group 
working in the .same district for assistance 
in tackling a problem—the complaint be¬ 
ing that local miners were falling a victim 
to drink. 

The Shahdol Group, NNVS and a few 
students from Delhi university studied the 
problem and carried out a survey. They 
found that loaders, who were more expos¬ 
ed to coal dust, were the heavier drinkers, 
with 32.6 per cent drinking daily and 
another 55 per cent at least once a week. 
Nearly half of the loaders who drank 
regularly stated that they did so in order 
to coupler the effects of dust—liquor, thej’ 
said, trashed away the dust inhaled at 
work. The basis for this widespread belief 
was that drinking liquor resulted in black 
coloured excreta. 

At least one of the colliery doctors in- 
tervievd also asserted that consuming li¬ 
quor Hushed out coal-dust. Liquor- 
dealers made high profits flogging this 
panacea while moneylenders assisted 
habitual drinkers with loans at exorbitant 
interc.st rates. Petty officials in the mine 
offices .saw to it that any outstandings to 
moneylenders were made good on pay 
day, while the police did their bit by 
generally ensuring that business went on 
as usual. 

The physical environment of the col¬ 
liery town was atrocious. Housing was 
inadequate, sanitation unspeakable and 
the water supply came directly from the 
underground workings. Entertainment 
facilites were non-existent. The investi¬ 
gators concluded that the real reasons for 
drinking were to be found in the 
deplorable conditions of life and work of 
the miners. Viewed from this point of 
view, drinking was not the problem but 
only a symptom of the problem, NNVS 
members decided to organise a medical- 
cum-legal camp for the workers, to investi¬ 
gate matters lurther. 


In late 1987 such a medico-legal camp 
was organised in the town. Sympathetic 
doctors and lawyers were recruited, mainly 
from Shahdol as well as a few from Delhi. 
Though the camp was specifically for 
miners, a number of others also turned 
up~one of the first clients being an 
employee of the local primary health 
centre—others were women from the town 
who did not have access to a lady doctor. 

The camp began with a few invited 
trade unionists speaking on the various 
problems facing the miners, such as the 
poor quality of roof-supports and ventila¬ 
tion, lack of water sprays and neglect of 
safety procedures. A safety officer from 
the mine elaborated on the various safety 
measures taken by the management. After 
this the doctors examined the participant 
miners for lung diseases as well as injuries, 
in an improvised clinic set up in a school. 
Those identified as having injuries sus¬ 


tained during work held discussions with 
a panel of lawyers on what could be done 
in the legal sphere. A poster exhibition was 
put up, the thrust of which was to explain 
the Workmen’s Compensation Act (WCA) 
and how to make use of it. A some what 
unusual idea was the use of a wooden 
effigy of a miner, partly to elucidate the 
WCA with relevance to injuries to and 
compensation costs of the various parts 
of the body and partly to demonstrate the 
falseness of the theory that drinking 
liquor had anything to do with coal dust 
in lungs. Of the over 200 people who at¬ 
tended the camp 33 were suspected of hav¬ 
ing lung problems and ocupational in¬ 
juries were identified in another 20. It was 
noted that knowledge about legal provi¬ 
sions for obtaining compensation seem¬ 
ed to be largely absent among miners. 

LFOAI COMPIEXITIKS 

This is not at all surprising. The 
National Law Ckimmission’s report of 
1974 stated that the provisions of the act 
were unsatisfactory because the degree of 
detail, elaboration and complexity 
rendered them unintelligible to those for 
whom they were inteneded and some 
others had become obsolescent. An in¬ 
dication of this obsolescence is that as late 
as 1984 an amendment to the act stated 
that “In Section 15 of the principal act 
in sub-section (3) for the words ‘His Ma¬ 
jesty’s domains or in any other foreign 


/V«r 




Pul)lishers of tlic 
Professional 

Social SCKMICT'S 


ADMINISTRATIVE JUSTICE IN INDIA 

RADHAKANT NAVAK 

In this pioneering book, Dr Nayak analyses in depth all the adjudicating bodies in 
existence at the State level Using the State of Orissa as his case study, he considers 
their powers, organisation and functions and classifies these adjudicating bodies ajong 
new and logical lines Despite the phenomenal growth in the number of adjudicating 
agencies, these agencies do not conform to any design Tribunals have been set up 
as and when the occasion demanded, creating jurisprudential contusion regarding 
their nature and role 

948 p83es/990 X 140 mm/Rs 185 (clOth)/1989 



SAGE PUBLICATIONS INDIA PRIVATE LIMITED 


Post Box 4215. New Delhi 1.10048 


IT7 


Economic and Political Weekly January 21, 1989 


country..the words ‘in any other foreign 
country’ shall be substituted”. 

According to the procedure, a worker 
suffering an injury in the course of 
employment has to locate from a given 
table the exact percentage of disability 
s/he is deemed to have suffered. (For 
instance, loss of thumb of one hand is 
supposed to result in 30 per cent dis¬ 
ability.) A certificate for the same has to 
be obtained from a registered medical 
practitioner. To calculate the amount of 
compensation, the worker has to use a 
complicated formula involving percentage 
of disability, wages and an age-related 
factor. 

This complexity conceals a bit of 
jugglery. For e g, the dependents of a 
worker aged, say 30 years and earning 
Rs 1,000 per month (the maximum per¬ 
missible for the purposes of the act (who 
is killed on the job would be entitled to 
40 per cent of his/her wages when alive 
multiplied by a relevant factor (in this case 
207.98). 

So the compensation 

0.4 X 1000 X 207.98 = Rs 83,912 

However, the same worker, if alive and 
fit to work for 28 more years (i e, until 
the age of 58) would have been able to 
earn Rs 28 x 12 x 10(X) = Rs 3,36,000, 
or about four times as much as the ‘com¬ 
pensation’. This, even without consider¬ 
ing bonuses and increases in wages. Thus 
the complexify of the act essentially serves 
to mask the short-changing of the worker. 

Also an ‘Injured on Duty’ (lOD) certi¬ 
ficate is essential for claiming compensa¬ 
tion. Under the lOD classification a 
worker is entitled to wages but no over¬ 
time and such allowances. Hence many 
workers prefer not to be under lOD for 
injuries they consider minor or for 
occupational diseases. While on lOD a 
worker has to report periodically to the 
local hospital without fail. This effectively 
prevents him or her from taking recourse 
to medical opinion outside. 

After obtaining a certificate of percen¬ 
tage disability the worker has to file a case 
in the labour court. In Shahdol no judge 
had been appointed to the labour court 
for nearly an year. Now a judge from 
another court has joined on temporary 
duty of four to five days a month. 

‘Fit for Duty’ 

Eleven miners identified at the medico¬ 
legal camp as having sustained occupa¬ 
tional injuries approached the Shahdol 
Group for assistance in claiming compen¬ 
sation. The first step was to obtain 
certificates of percentage disability for 
each worker. This was not possible at the 
local colliery hospital as the doctors there 
had certified all the eleven fit for duty. For 
instance Dhani Ram, who has a spinal 


disability and who walks with a stick for 
support had been declared fit for duty. So 
after a discussion with the chief medical 
officer (CMO) of the district hospital, the 
cases were presented before the district 
medical board. The forms to be filled in 
for the purpose contained many in¬ 
teresting queries, such as whether any of 
the workers was an ‘addicatted alchal’ or 
had ‘suffered from any serious diseese’. 
Other questions pertained to evidence of 
‘verenel disease’ and ‘efor mity of mussels 
and joints’. All the forms were in English 
(if the above specimens may be referred 
to as English) even though a miniscule 
section of the population of the district 
understands the language. 

At the medical board the workers were 
examined by a panel of doctors, 
presumably for detecting ‘eformities in 
mussels and joints’. The injuries to 
workers ranged from total disability of 
both legs, paralysis of arms, injury in the 
groin, loss of eye and injuries to arms, 
fingers and legs. But the doctors seemed 
to be of the opinion that nothing much 
was wrong with them, and also that drink 
was somehow at the root of the problem. 
They continually wanted the workers to 
affirm that they were addicted alcoholics. 
Their manner was cavalier, to say the least. 
For instance, Tahalu, who has lost one eye 
was told to take comfort from the fact that 
at least the other eye was all right. 

Some of the workers were declared fit 
tor duty, while others had to attend two 
more sessions ol x-rays of injuries. 
However, they fared no better. For exam¬ 
ple Balkishen, whose left arm is paralys¬ 
ed by a high voltage electric shock com¬ 
plained that he could not raise it above 
the shoulder level. The chief medical 
officer asked him to raise it as far as he 
could, and when it would not go any fur¬ 
ther, assi.sted him by hitting him lightly on 
the ribs. The arm went up for a fraction 
of a second, which was taken by the CMO 
as proof that Balkishen was ‘‘fitter than 
myself’. 

Another worker was kept ‘under obser¬ 
vation’ at the hospital. He stayed in the 
ward for two days, nobody paid him any 
attention and he left as he was losing 
wages for the period. Eventually all the 
workers were declared fit for work. 

It was curious that one of the younger 
doctors at the hospital, who had assisted 
at the camp, was on the board too, but 
could do nothing to assist the workers. As 
an individual within the system, he was 
helpless, as were the workers, who 
discovered that nothing much could be 
done without organised support. This 
crucial element of organisation was 
lacking. 

On the other hand, there is a ‘method 
to the madness’, a sense behind the dual 
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nature of the system. The establishment 
in Birsinghpur unabasehdiy promotes li¬ 
quor consumption, while at the hospital 
an 'addicatted alachal’ (addicted 
alcoholic) would be identified and treated 
for the ’^nefit of society’. The manage¬ 
ment places ‘great emphasis’ on safety, 
and safety regulations abound while at the 
coal face loaders are paid on piece-rate, 
the rest are time-rated. If the consequent 
desire on the part of the loaders for in¬ 
creased production puts a strain all down 
the line and leads to some disregard for 
safely rules, it shows ‘workers are careless’. 
Again, the government passes ‘pro¬ 
gressive’ legislation and establishes special 
courts; only the legislation Is unintelligi¬ 
ble and the courts unreachable. 

Short-term advantages are constantly 
coiintcTposed against long-term interests. 
This can be seen in the case of the workers 
who prefer not to be under lOD, choos¬ 
ing today’s over-time and bonus benefits, 
over the long-term possibility of claiming 
conrpensation. On the other hand, in the 
case of death, the management itself 
hands out compensation—ihe tempting 
carrot of compensation helping to diffuse 
the more .sensible (and also more difficult) 
demand that working conditions be made 
safer. Or again, in the case of coal dust 
underground, the establishment is ready 
with the ‘instant’ solution, that is liquor, 
short-circuiting the longer-term approach 
of better ventilation. The workers have to 
choose, like the worker kept under obser¬ 
vation, who had to choose between los¬ 
ing wages today and the possibility of 
claiming compensation years later, and it 
IS a Hobson’s choice. Methods have been 
evolved to diffuse, to divert attention from 
the root cause of problems and their 
solutions. 
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Workers Take Over Kamani Tubes 

Sharit K Bhowmik 


While the take-over of Kamani Thbes by a co-operative of workers 
of the unit is a landmark, there are some disquieting features in 
jihe take-over scheme finally approved by the Board for Industrial 
t^and Financial Reconstruction. 


'' AFTER over three years of struggle, on 
September 23 last year the workers of 
Kamani TUbes Limited (KTL) finally suc- 
\ ceeded in taking over the management of the 
company. The workers formed a co-operative 
‘i called KTL Kamgar Audyogik Utpadak 
Sahakari Society Limited which will soon 
be the major shareholder of KTl.. This move 
has been hailed as a landmark in the labour 
movement. Indeed, the fact that workers 
have decided to restore a financially sick unit 
when the so-called entrepreneurs abandon- 
' ed it is itself a bold move. These workers 
have come forward to protect the two basic 
aims of industry, namely, expansion ol 
employment opportunities and increase in 
' production 

The KTL workers have suffered a lot 
during the past few years. They had not been 
paid their wages for nearly four years and 
most of them had to do all sorts of odd jobs 
to ward off starvation. Unable to beat these 
pressures two workeis committed suicide. 
However most of the others bore their suf¬ 
fering because of the hope that some day 
they would take over the company and 
, -become their own masters. The mam credit 
'for kindling this belief goes to their trade 
union, Kamani Employees Union, led by its 
working president D Thankappan and a 
group of dedicated unit leaders. These peo¬ 
ple were convinced that the only solution to 
the problems of the workers and the com¬ 
pany lay in workers’ take-over and they 
mobili.sed the workers accordingly. However, 
convincing the workers was a comparative¬ 
ly easy task for the union. Its mam struggle 
was in fighting expensive cases in the 
Supreme Court and in convincing bureau¬ 
crats and financial institutions of the sound¬ 
ness of the workers’ scheme. 

BAC KGgOl.'NO K.) TaKI -OVLK 


reopend only after the state government 
intervened and worked out a temporary 
settlement. KTL’s bankers ,were now in¬ 
terested that the unit should run so that they 
could recover their loans. The management 
had other ideas. On October 4, 1983 a lock¬ 
out was declared over a minor incident in¬ 
volving the chief executive and a few 
workers. The banks stopped finances in 
order to pressuritte the management to 
reopen the unit. The factory reopened in 
February 1984 but the situation worsened. 
The management claimed that it had no 
resources to run the factory, though the 
union asserts that assets were siphoned off 
by the owners. As a result, by December 1984 
workers stopped getting their wages and they 
worked without pay. Initially their union 
paid them out of its funds but this was not 
possible after a few months. The union ap¬ 
pealed to the banks and to the government 
to take over the company but neither 


responded. Finally, in September 1985 the 
factory stopped production because its elec¬ 
tricity and water supply had been cut off by 
the municipality. The company had failed 
to clear these bills for a long time. At this 
time the owners and the senior managers all 
abandoned the factory. The workers on the 
other hand stayed on to guard the property. 

The union appealed to Justice A C Gupta, 
v<ho was mediating in the financial disputes 
in the Kamani family, to take up the workers’ 
problems. However it was informed that this 
was beyond the mediator’s frame of 
reference. The union then appealed, on April 
17,1986, to the Supreme Court which subse¬ 
quently directed the mediator to include the 
workers’ case in his deliberations and discuss 
their arrears and their current dues. A 
meeting of the different parties was held 
between June 25 and 27, 1986 where the 
mediator tried to convince the Kamanis to 
restart the factory but he was unsuccessful. 
He then suggested that an outside party 
could be asked to run KTL after paying the 
Kamanis an advance and also an annual 
royalty. The workers’ dues could be paid out 
of the royalty. The Kamanis were not keen 
to allow any outsider into their family 
disputes. The union then suggested that the 
workers could run the factory and they 
would pay an annual royalty of Rs 30 lakh 
to the family of which half would be 
deducted to pay the workers’ dues. This pro¬ 
posal too was unacceptable to the family. In- 
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stead the family representatives proposed 
that they would rather sell off their shares. 
The mediator recorded that a buyer who 
would sit with the union and settle the 
workers’ dues had to be found within six 
weeks. The workers could at the same time 
proceed with their proposal for take-over. A 
stalemate developed after that. The family 
could not find a buyer and nor did it show 
any interest in restarting the factory. The 
union too could not find a financier to back 
its scheme. 

The union however continued its efforts. 
It framed a scheme in August 1986 for 
rehabilitating the unit. It found that the 
market for non-ferrous tubes was good and 
the factory could be revived with proper 
financial and technical support. The 
workers’ scheme envisioned a profit of Rs 
1 crore after the third year with the existing 
machinery. Modernisation of the factory 
could be undertaken after this period. 

Proposai for Worker.s- co-operative 

In early Septcrflber 1986 the union mov¬ 
ed a proposal for forming a workers’ co¬ 
operative which would manage the factory. 
This was met with enthusiasm by the 
workers. Around 600 of them came forward 
eagerly to pay Rs 11 each as entry fee and 
share capital. The union had then an infor¬ 
mal understanding with the stale govern¬ 
ment that It would stand guarantor for the 
jeo-operativc. However, the latter refused sup- 
TOrt when the scheme was concretised. 
Moreover, the co-operative department 
refused to register the co-operative as it had 
no assets. The project was thus temporarily 
shelved. 

The workers got a boost when the Sick 
Industrial Companies (Special Provisions) 
Act of 1985 came into effect from 
January 12, 1987. The Board for Industrial 
and Financial Reconstruction (BIFR) has 
been formed under this act. The BIFR has 
been granted powers to enquire into com¬ 
panies which are sick, as defined by the act, 
and initiate schemes for their rehabilitation. 
Article 18(j) of the act states that the BIFR 
can suggest a scheme which can provide for 
“lease of the industrial undertaking of the 
sick industrial company to any person, in¬ 
cluding a co-operative society formed by the 
employees of such undertaking”. 

The union moved a civil miscellaneous 
petition in the Supreme Court on January 
22, 1987 for consideration of the workers’ 
scheme. On October 13, 1987 the Supreme 
Court referred this scheme to BIFR for con¬ 
sideration which summoned the IDBI to go 
into the proposal and suggest how it could 
be updated. The initial report of the IDBI 
was not very favourable to the workers. The 
production estimates suggested in the 
workers’ scheme were scaled down on the 
basis of the average for the last 20 years. The 
melting losses estimated in the workers’ 
scheme was raised from S per cent to 8 per 
cent. The IDBI also felt that the working 
capital requirement as calculated by the 


workers was too low. Moreover, the workers’ 
contention that their sales margin was 40 per 
cent lower than the market was not accep¬ 
table to the IDBI even though all the details 
were given in its support. 

The BFIR called a meeting on Decem¬ 
ber 9, 1987 where these discrepancies were 
discussed. The union was asked to discuss 
with the IDBI and reach a consensus. It 
engaged a charted engineer, K S Joshi, to 
prepare a report on the technical aspects of 
production so as to answer the questions 
raised in the IDBI report In their reply the 
workers noted that pioduciion estimates 
should not be based of the company’s past 
average because it had recorded low produc¬ 
tivity during the past decade or more 
because of financial problems and not 
because of its machinery. The melting losses 
of 8 per cent as suggested by IDBI were 
shown to be too high. The workers contend¬ 
ed that the actual melting loss was around 
2 per cent but they had mentioned 5 per cent 
in theii scheme so as to be on the safe side. 
Moreover, this was also the standard melting 
loss prescribed by government agencies. 
They also pointed out that the melting loss 
prescribed by IDBI could in fact be used by 
a company for siphoning out funds. On the 
basis of these points the IDBI agreed to 
revise its report and it finally suggested that 
the production costs should be marginally 
revised. The BIFR in its meeting on January 
12, 1988 found the revised scheme viable. 

The union now had to ensure that the co¬ 
operative was registered. It moved this mat¬ 
ter in the Supreme Court which directed the 
state government, on March 8, 1988, to 
register the co-operative. This was done on 
April 4, 1988. On an appeal by the union, 
the Supreme Court, on April 20, 1988, 
directed the BIFR to consider the workers’ 
scheme. Aggrieved parties could appeal but 
these should be disposed of expeditiously. 
The BIFR called a meeting of all the con¬ 
cerned parties on May 20, 1988. These in¬ 
cluded the banks which had financed the 
company, representatives of the .state and 
central governments and the members of the 
Kamani family. The largest number of 
objections were, as expected, raised by the 
various family members. The BIFR scruti¬ 
nised all the suggestions and objections sub¬ 
mitted and, finally, passed an order on 
June 2, 1988 that the objections raised by 
the Kamani family were untenable. It also 
decided that the co-operative would pur¬ 
chase all the shares of the company at a 
token rale of one rupee a share. 

The BIFR issued advertisements in news¬ 
papers which gave a sketch of the workers’ 
scheme and called for suggestions or objec¬ 
tions by shareholders, creditors and 
employees of the company by July 15, 1988. 
The case was fixed for further hearing on 
July 28. The major appeal against the 
scheme came from Ashish Kamani, one of 
the family meinbers. The appellate authority 
of the BIFR gave a ruling on July 27 rejec¬ 
ting this appeal. In a last ditch effort to stall 
the proceedings, Navnit Kamani and others 
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made an appeal to the Supreme Court. The^ 
court issued an order on July 28 which read, g 
“on a motion being made at the Bar, we 
decline to make any direction. We are given 
to understand that the matter is fixed before ^ 
the Board of Industrial and Financial ^ 
Reconstruction today. The Board may con- ’ 
tinue with the proceedings and pass such 
orders as it deems necessary. . .’’ It directed 
that the matter along with the report of the , 
Board would come up in the first week of 
September. The BIFR subsequently cleared 
the scheme with some modifications on 
September 6. The workers finally won this , 
round when, on September 19, the Supreme 
Court ruled that the workers be allowed to f 
reopen the factory and asked all concerned 
(vi/, government and financial institutions) 
to help them. The court also ruled that no 
further litigations would come in the way of 
the workers in implementing their scheme. 

BIFR’s St'HFME 

The main features of the modified scheme 
are the following: The revival of the unit will 
be initiated by IDBI. The workers will raise 
a share capital of around Rs 70 lakh. The 
600 worker-members of the co-operative 
have contributed Rs 2,000 each from their 
provident fund. In addition, each will 
borrow Rs 10,600 from urban co-operative 
banks. The state government will provide a 
matching grant up to Rs 70 lakh which will 
be used as margin money. The workers have 
agreed to a three-year wage freeze and their 
total number will be restricted to 600. This 
win lead to retrenchment of a little more 
than 100 workers. The union however feels 
that this will not be a major problem. There 
are in fact only around 600 workers remain¬ 
ing. The others are either past their retire¬ 
ment age or they have found employment 
el«r-,here. The new management will of 
course clear the dues of these workers. 

Under the present arrangements, the fac¬ 
tory is expected to resume production in 
April 1989. An interim committee consisting 
of representatives of the IDBI, the state 
government, the banks, the BIFR and the 
worker co-operative has been formed. This 
committee will take stock of the factory, 
audit its accounts and formulate procedures 
for transferring the company’s shares to the 
worker co-operative. It will also nominate 
the new board of directors of the company. 
The composition of the new board includes 
two nominees of the state government, one 
representative of the banks and one of IDBI, 
three professional experts and two represen¬ 
tatives of the co-operative. 

Future Prospects 

Though the workers seem to have won so 
far, there are some disquieting features in the 
take-over scheme finally proposed by the 
BIFR. Workers’ representation on the in¬ 
terim committee and the new board of direc¬ 
tors have been reduced to a minority. The 
banks and the state government will be in 
a dominant position. The possible justifica- 






lion for this is that since they will be in¬ 
vesting money in this venture they need a say 
in the decision-making. This is the usual 
argument put forward by the government 
when it wants to control co-operatives. One 
can find this practice in most of the large 
co-operatives in the country. What actually 
happens in such ca.scs is that the government 
representatives become the key persons in the 
decision-making and the oidinary members 
are kept out of it. One can only hope that 
this will not happen m the present eoniesl. 
Normally the government can play a domi¬ 
nant role when the shareholders arc laige in 
number and are disorganised The woi Lets 
at K11 arc organised and one hopes that 
they will be ttble Iti exert enough pressure on 
the board it things go wrong. However, one 
still cannot understand why the workers, 
who will be the major sharelioldeis and will 
contribute from their ownresourees a subs¬ 
tantial amount as working eapilal, have been 
allowed only two representatives on a miic- 
metnber board. Moreover, ihe BIl R’s in¬ 
sistence on having tluee ‘experts’ on the 
board shows that it has no conlidcnee m llic 
workers’ ability to manage the compans 
This is therefore a hall-hearted gestme in 
granting workers’ take-ovei 

The notion that workers aie incapable ol 
understanding problems of management has 
been proved incorrect iiriK and again, 
though bureaucrats in the government and 
in the public .sector refuse to accept tins fact. 
One can take the example ol the tea industry 
which has the most backward section ol 
workers in the organised sector. Theie are 
a few worker eo-operatives in Tiipuia and 
one in north Bengal which ate being run ex¬ 
clusively by their workers. These people have 
been able to revive sick tea plantations, 
which neither the piivate sector nor the 
public sector has been able to do in this 
region. These co-operatives arc very 
scrupulous in utilising loans and grunts and 
many of them have, in a short .span, been 
able to achieve production figures which arc 
higher than those of the private sector. 

There arc worker eo-operalives in several 
countries which are running successfully. 
The plywood industry in the Pacific North 
West in US has a elu-stcr of worker co¬ 
operatives whose'labour productivity is 25 
per cent higher than that of the privately 
owned factories. Their workers gel substan¬ 
tially higher wages too. In England worker 
co-operatives played a significant role in 
reviving sick industries in the 1970s. There 
have been such co-operatives in a mine in 
Wales, a motorcycle company, a ship 
building yard, a newspaper, among others. 
A study on worker eo-operatives in England 
shows that their survival rate is higher than 
that of private firms. These instances, and 
several others, show that workers are capable 
of managing production when they are given 
the proper encouragement and facilities. 

The workers at KTL too can show similar 
results if they are allowed to function 
without hindrances from other quarters. The 


enthusiasm they have shown so far, their 
willingness to sacrifice their earnings and the 
leadership given by their trade union are fac¬ 
tors which will contribute to the success of 
this venture. However, the present situation 
indicates (hat their trade union will have to 
play an active role in ensuring that the 
workers have an effective say in decision¬ 
making. In the worker co-operatives in tea, 
the unions have more or less merged with 
the co-operatives as the objectives of both 
are .similar. In the case of KTL the co¬ 


operative will not be in total control of the 
company. The workers will therefore have to 
ensure that they have an effective say in its 
management through other means. This is 
crucially important to the workers because 
their stakes are the highest. If the venture 
fails it will be merely one of several such 
cases for the banks and the government. But, 
for the workers who are each going to con¬ 
tribute around Rs 13,000 and whose employ¬ 
ment and livelihood depend on it, this will 
spell doom. 
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Externally Funded Projects and 
State Plans 

Sitaraman (>uruinurthi 

In view of the liberalised guidelines for externally funded 
projects, there is a race among state governments to formulate as 
many projects as possible for external assistance since in the case 
of these projects as much as 70 per cent of the aid disbursed 
becomes eligible for additional central assistance and the states' 
liability is limited to 30 per cent of the project cost. 

INDIA receives fairly a substantial »hem particularly in the power sector 
amount of aid from both multilateral could be cleared relatively faster if they, 

agencies like the World Bank and various could be tied up under any of the credits 

bilateral donors like UK, USA. Denmark, available Further several of the bilateral 
Japan, etc, on highly concessional terms, credits are also tied credits and that the 
The aid from the soft window affiliate of aid is linked to procurement of machinery 
the World Bank, viz. International and equipment from that particular coun- 
Development Association (IDA) is try. This is true of aid from countries like 
repayable over about 50 years with a grace U K and FRG. Neither were many of the 
period of 10 years with 0.75 per cent bilateral donors prepared to meet local 

interest and the grant element of the IDA currency expenditure and their aid was 

loan works out to 85 per cent. The loans available for import of goods from that 

from bilateral donors like Japan and FRG country only. As against this position, 

carry about 60-65 per cent grant element under the international competitive bid- 
while the aid from countries like UK and ding procedure of the World Bank, the 
Sweden are outright grants. However, aid dollar credit is available for procuiemeni 
from external donors, be it a loan or a of goods and services from any part of 
grant, is not material from state govern- the world including India and developing 
ments’ point of view as such aid in the countiies like India entoy 15 percent price 

form of grant or loan is only to the preference under the International Corn- 

government of India and not to the state petitivc Bids (ICB). Besides the credit 

governments or other executing agencies, available for any single project used to be 
For projects which are funded by exter- generally higher in the case of World Bank 
nal agencies and implemented ^ sute and IDA credits compared to the bilateral 
governments, the government of India credits. It was for these reasons that both 
has, however, been giving additional cen- government of India and the state govern- 

tral assistance to the state governments to ments have been seeking aid from World 

the extent of 70 per cent of aid disburs- Bank and IDA in preference to bilateral 

ed. The philosophy behind extending such agencies for various development projects, 
additionality to the state governments is ceriajn developments which took place 
the fact that government of India gets a jjj years have changed the 

foreign exchange loan on highly soft terms scenario of foreign aided projects con¬ 
fer projects executed by the state govern- 


siderably. Aid from World Bank and the 
share of India in IDA credits has been 
steadily going down. At the same time the 
bilateral agencies particularly countries 
like UK, FRG, and Japan have not only 
been stepping up their aid package but 
have been coming forward to giving larger 
number of project-oriented ciedits. Agen¬ 
cies like EEC have also made a begin¬ 
ning a few years ago to meet the local cur¬ 
rency expenditure as in the case of tank 
modernisation project for Thmil Nadu. Of 
late Japan has also made a start to meet 
the locid currency expenditure up to 30 per 
cent of the credit in the case of Thisti 
Canal Hydro Electric Project in West 
Bengal. Further in the case of Japan, pro¬ 
curement is no longer limited to Japan 
and under their procurement procedure, 
tendering is limited to Japan and develop¬ 
ing countries which include India, 
Singapore, South Korea, Philippines so 
that we have the advantage of comparing 
the prices among these countries and get 
the equipment and machinery at the most 
competitive price. As Indian manufac¬ 
turers could also participate in the bids, 
they get the benefits of deemed exports. 
Due to inclusion of India among the eligi¬ 
ble coumrie.s, government of India have 
also been clearing power sector projects 
for being posed to Japan in the recent 
yeais. 

Above all, the issue of revised guidelines 
by the ministry of finance in August 1983 
for additional central a.ssistance due to 
externally-funded projects is a very impor¬ 
tant development from the point of view 
of the state go' cinmcnts in tying up pro- 
ject« foi external assistance. According to 
the.se revised guidelines, the distinction 
between projects involving local currency 
expenditure and projects inve^ving import 
of machinery and equipment has been 
dispensed with, to be eligible for addi¬ 
tional central assistance and that even pro¬ 
jects involving purely import of equip¬ 
ment and machinery financed under the 


ments. Out of the amount so released, 70 Tmuii: Siates’ Share oi Adoiiionai Ci ntr ai Asmsiani i di.'i io t\ii rnai n Ann dPruiicts 
per cent is in the form of loan and 30 per Si vi nth I ivi-Yi.ar Pi an ciorc) 


cent grant. 

Till 1983 such additionality was 
available only for those projects which 
involve substantially local currency expen¬ 
diture like water supply and irrigation pro¬ 
jects and that projects involving purely 
import of equipment and machinery 
against foreign credits were not eligible for 
any additionality as such. Therefore, the 
state governments generally did not show 
any great interest in availing of various 
bilateral credits and they were more in¬ 
terested in availing of loans from the 
World Bank and IDA and the bilateral 
credits were attractive to the state govern¬ 
ments only to the extent that import of 
equipment and machinery required by 
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bilateral credits have become eligible for 
additional central assistance as in the case 
of World Bank and IDA assisted projects 
involving substantially local currency 
expenditure. 

Further in the case of Woi Id Bank, IDA 
and ADB loans, ihc credit is u.sually 
limited to around 50 per cent of the total 
project cost and the balance 50 per cent 
has to be met from the states’ own 
resources and to that eMeiit additionality 
available w'ould amount in real terms to 
only 35 pei cent of the total project cost. 
This is not the position in the case of pro¬ 
jects financed under some of the bilateral 
credits and agencies like the ETC. In such 
cases of projects fully landed by the 
foreign donors, 70 per cent of the aid 
disbursed is available to the state govern¬ 
ments as additionality. In other words, the 
slate government’s conimiimeni is limited 
to 30 pci cent ol the project cost. 

In this connection, it should be stated 
that additional centiul assistance due to 
e.xteinally aided project is one of the 
imporiant .sources of financing the five- 
year plans of the state governments An 
analysis of the udditionni central 
assistance available to the state govern¬ 
ments for externally funded projects in 
financing the Seventh hive-Ycar Plan of 
various state governments shows that its 
percentage to the total plan si/c is It) 3 pei 
cent for Kerala, 9 per cent for Orissa, 
8 per cent for Assam and Himachal 
Pradesh each, 7.1 per cent lot Madhya 
Pradesh, 6.41 per cent for Uttar Pradesh, 
6 per cent for Maharashtra, 5.2 per cent 
for West Bengal, 3.75 per cent for Tamil 
Nadu and 3 per cent for Andhra Pradesh 
(Table). 

In the light of the liberalised guidelines 
for additionality for externally funded 
projects, state governments may do well 
to formulate as many number of projects 
as possible for external assistance not 
necessarily involving import of machinery 
and equipment but such projects should 
fall in line with the priorities set by inter¬ 
nal and bilateral funding agencies and 
satisfy their guidelines. In fact it will be 
prudent to formulate such projects to 
which state governments themselves 
would accord high priority like water 
supply, roads and other infra-structural 
fatties and if such projects could be tied 
up for external assistance, then the strain 
on the state governments’ resources will 
be less as 70 per cent of the aid disbursed 
would become eligible for additionality 
with the states' liability limited to 30 per 
cent of the project cost. This will also 
incidentally help the state governments to 
have a much higher plan outlay with com¬ 
paratively less additional resources 
mobilisation efforts. Ideally, an exercise 
in this regard should start at least two to 
three years prior to commencement of a 


five-year plan. Though we are only one 
and a half years away from the Eighth 
Plan, stale governments should keep this 
in view in formulating their respective 
Eighth Five-Year Plans and could lake 
efforts to expedite clearance for their pro¬ 
jects in the pipe line. 

However, a word of caution i., necessary 
as regards taking up a large number of 
externally funded projects by the states. 
Veiy often a large number of staff arc 
created for any externally funded project 
and after the life of the project, these per- • 
sonnel become the liability of the slate 
governments since the staff, technical staff 


in particular are not usually retrenched 
after the project is completed. A Urge 
degree of over employment of staff in cer¬ 
tain departments of state governments 
could be very often traced to their having 
been originally recruited for a particular 
externally assisted project which might 
have been completed some time ago. 
Therefore, it would be necessary to keep 
the staff component in any externally 
assisted project to the barest minimum 
and the objective should be to create 
tangible assets by proper utilisation of 
assistance made available from bilateral 
and multilateral agencies. 


Vain Search for Indian Renaissance 

B 31 


Those who honestly want to take the side of the people against 
their oppressors w'ho count on the active support of the 
machinery of a repressive state have tp guard against attempts, 
open or covert, to take up the banner of renaissance to 
strengthen entrenched political, economic and social structures. 


IT was a scaich in vain lor Indian 
Renaissance at the big and long seminar 
oiganised by P N Haksar carls in 
December 1988 m New Delhi, Foi as many 
as five days, a large number of eminent 
intellecluals and reputed scholars in 
various disciplines—history, sociology, 
economics, science—prominent figures in 
the field of education, culture and 
communication and a few activists in 
social and political fields were brought 
together, attracted ’oy the personality of 
P N Haksar who undoubtedly enjoys the 
reputation of a towering intellectual in his 
own right his record of civil and diplo¬ 
matic service m the government not¬ 
withstanding. They were called upon to 
join in a debate on nation-building, 
development process and communication 
in .search of Indian Renaissance. In many 
ways it was an unusual seminar both as 
regards its duration and impressive par¬ 
ticipation. But at its clo.se this seminar did 
not turn out to be .so very unusual and any 
different either from being an assembly, 
as one participant put it non-flatteringly, 
of ‘retired radicals’. 

The big bundle of papers presented and 
the torrent of words delivered at the 
seminar actually failed to throw up 
anything liesh. novel or enlightening for 
even the participants, let alone the intellec¬ 
tual community for whose benefit it seem¬ 
ed to have been designed and arranged. 
There was a lot of exhortations to intellec¬ 
tuals in the country to reach out and 
reforge then contacts with the deprived 
and exploited people of the country. But 
such exhortations appeared somewhat 
pointless, lacking both in conviction and 
credibility. As a participant rather cyni¬ 


cally remarked mosi ol the participants 
who made learned presentations had 
wot ked and some still were working in the 
service of the oflicial political-power 
establishment and could not escape 
responsibility lor w'hat had gone with 
ideals flaunted and the ugly reality. It was 
no use doing penance for their sins of 
commission oi omission, a participant 
pointed out with bitter cynicism. There 
was no attempt either to squarely face the 
tension between what is and what ought 
to be, said another after the brown sahibs 
took over fiom the-white sahibs as the 
rulers in India. 

The participants made impressive 
presentations in their fields of specialisa¬ 
tion and the di.scussions that followed 
were of a high quality. It will be pointless 
to refer to any one participant who made 
a mark in the deliberations, except pro¬ 
bably of veteran economist and educa¬ 
tionist, V K R V Rao w'ho did not mince 
words when he warned that having created 
a dual society and with economic growth 
resting on the ‘hot sand’ of foreign 
collaboration, foreign funds and deficit 
financing was leading to a situation where 
there would be anarchy or in the alter¬ 
native, dictatorship if not violent revolu¬ 
tion. The deliberations, as a senior par¬ 
ticipant remarked, was verily an intellec¬ 
tual feast. But it was found at the close 
of the seminar that the feast was too heavy 
to digest for no fault of the participants. 
No attempt was made to formulate even 
a broad consensus nor was there any ques¬ 
tion of putting forth a declaration of the 
seminar on its work and outcome. 

The search for the Indian Renaissance 
is without question a complex and 
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arduous enterprise. With the search made 
for renaissance a concomitant of catch¬ 
words, nation-building, development pro¬ 
cess and communication, the position was 
bound to be even more difficult to cope 
with in a seminar however well-organised 
and well-attended. This made even the 
definition of renaissance, a debatable 
question. How and in what manner the 
task of nation-building may converge with 
the so-called development process under 
way and sophisticated communication 
tools being feverishly assembled by the 
ruling junta to subserve its own purposes 
would promote the objectives and pur¬ 
poses of renewal from the present condi¬ 
tion of decadence were also subjects of 
debate. This was bound to be the case 
when the participants with their diverse 
specialisations, experiences, political 
affiliations and ideological commitments 
were called upon to join, from their con¬ 
trary positions, in a common search for 
Indian Renaissance in the context of 
nation-building. The organisers them¬ 
selves had evidently found it a daun¬ 
ting, indeed an impossible task to for¬ 
mulate a coherent guiding frame for the 
deliberations. 

A paper was written and circulated to 
the participants on behalf of the 
preparatory committee which should have 
been an attempt to formulate the broad 
objectives of the seminar. But this paper 
was not even presented at the seminar and 
no discussion was held on it. The paper 
declaimed against ‘narrow profes.siona— 
lism’ and lauded the role of ‘complete 
men’ in the renaissance movement. It 
assigned a critical, indeed a commanding 
role to the tntelligentsia in nation building 
and renaissance. It postulated the concept 
of a unique Indian path which represented 
‘defiance’ of hitherto known ‘laws’ of 
historical evolution of other nations. It 
was thus that it posed questions such as 
the following; What is the dialectic of 
change or progre.ss implicit in the Indian 
approach? What is its inner motivation? 
What class or social strata is the motive 
force of the transformation process 
implicit in this approach? But it never 
approached the questions posed square¬ 
ly, no clear and definitive answers emerg¬ 
ed. The paper merely postulated that the 
social agent for resolving tensions in the 
unfolding of the Indian path for nation¬ 
building was the intelligentia. Renais¬ 
sance, according to this paper, was ‘a 
reawakening among the intelligentsia’ 
and making of a new nexus between the 
intelligentsia and the people with the 
modern communication revolution serv¬ 
ing as an aid for the intelligentsia in 
nation-building and renaissance. 

The seminar was indeed so structured 
that no conclusions could be reached and 
no commitments could be made. It tend¬ 


ed to be a ‘friendly gathering of good 
men’ as one participant put out. The good 
men placed before the participants their 
scholarly perceptions and dissertations in 
different sessions devoted to a study of the 
historical, sociological, economic and 
political perspectives, law and social 
change, education and communication, 
culture and science and technology. These 
presentations tended in some cases to be 
somewhat pedantic. Their relevance to 
nation-building and renaissance and the 
role of intelligentsia in this enterprise 
remained unclear and undefined. As the 
deliberations proceeded, a measure of 
ambiguity and ambivalence about the pur¬ 
pose and objective of the seminar itself 
began to surface. 

This position was emphasised by the 
wide divergences in viewpoints, ideo¬ 
logical moorings, political affiliations 
and preferences of the participants which 
were freely articulated with little effort to 
find a basis for meaningful and concerted 
action in support of the pressing tasks 
relevant to nation-building and the laun¬ 
ching of a renaissance movement. When 
after long hours of exchange of views and 
ideas over five days, the question was rais¬ 
ed “where do we go from here” neither 
the organisers nor the participants had 
anything of substance to offer. The chief 
oigani.ser, P N Haksar, was actually contetit 
at this stage to say by way of concluding 
the seminar that by helping to overcome 
the ‘egos of intellectuals’, a ‘sort of 
democracy’ might be enriched. He seem¬ 
ed actually to suggest that since all causes 
required ‘faithful agents’, and since the 
retiaissance movement was ba.sed on ques¬ 
tioning presumably the existing order or 
scheme of things, all the participants in 
the seminars who had raised many ques¬ 
tions could be counted among the agents 
of renaissance. This seemed to be rai her 
too optimistic, if not a facile assumption, 
considering not only the divergence of 
views expressed but also the questions 
raised at the seminar which were aimed 
at contradictory purposes. 

An occasion such as the seminar provid¬ 
ed for articulating disenchantment and 
even dismay over the state of the nation 
cannot, however, be rated as even the 
beginning of a search for motivating 
forces for an Indian Renaissance, let alone 
the start of a movement for renaissance. 
It will not do for the intelligentsia to at 
once applaud the progress made after the 
transfer of power from foreign to Indian 
hands and then at the same time helplessly 
be-moan, as was done at the seminar, that 
the fruits of the so-called progress had 
eluded the mass of the deprived people, 
among them the tribals, the landless farm 
workers and artisans. 

It is hardly possible to skirt the issue 
that what is euphemistically characteris¬ 


ed as the emergence of a dual society— j 
the cruel rich-poor divide as was done in ; 
the seminar—on close and rigorous t 
examination will be found to be a steady . 
drift, masterminded by a thin upper 
stratum of the population rapidly acquir¬ 
ing compradore features, towards a neo¬ 
colonial socio-economic order and 
building semi-fascisiic political-power 
apparatus. The intelligentsia which has 
partaken of a share in the gains of this so- 
called progress has to reckon with this 
grim reality. This alone will help 
enlightened members of the intelligentsia 
to overcome their alienation and refprge 
links with mass of the people. It has to 
stand by and actively support the strivyjgs 
and struggles of the exploited and depriv¬ 
ed people. Then only reformist illusions 
may be overcome and the search of the 
intelligentsia for Indian Renaissance cease 
to be a halting, half-hearted exercise for 
purging of the guilt feeling of its sensitive 
members and become meaningful and ac¬ 
tive. That may well be the starting point of 
the striving for Indian Renaissance. 

Those who honestly want to take the 
side ol the people against their oppressors 
and exploiters who count on the active 
support ol the machinery of a repressive 
state which is constantly bing reinforced 
have also to guard against attempts, open 
or covert, to take up the banner of 
renaissance to strengthen the entrenched 
political, economic and social structures 
of exploitation of the people. The search 
for the hero to find siavation for the peo¬ 
ple or rebukes against the denigration of 
intellectuals who admittedly have become 
alienated from the people would seem 
actually to strengthen the road blocks in 
the way of any movement for renaissance. 
The attempts to glorify tradition in the 
name of finding roots for nation-building, 
going .so far as to find alibis for the caste 
system in terms ol its ‘economic dimen¬ 
sions’ and making nation-building co¬ 
terminus with empire-building, as was 
pointed out by a participant, need to be 
clo.sely watched and refuted. The idea 
such as historian Nurul Hassan who is 
pre.sently the governor in West Bengal pro¬ 
pounded that India did not have to copy 
the western model in its development and 
could stage a leap to higher forms of pro¬ 
duction relations which suit the Indian 
genius and tradition of collective living as 
represented by joint family system would 
appear to be facile and fanciful. Also 
suspect would appear to be the eulogis¬ 
ing of the Indian tradition, which borders 
on retrogressive revivalist sentiments, 
Hassan said that centrali.sed empires 
played a progressive role in nation¬ 
building in India. Would this ‘tradition’ 
presumably play the nation-building role 
in present times as well was left for the 
participants to guess at. 
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Death of an Emperor 

William H Newell 


In some respects the death of Emperor Hirohito is comparable to 
Gandhi’s death. Something deeply moral has left Japanese society. 


I DO not know when I have been so mov¬ 
ed as I have been today by the death of 
the Emperor of Japan. He became 
emperor 62 years ago and died at 89 years 
of age. Considering his predecessors, a 
dictator (Meiji) and a madman, to remain 
on the throne as long as he has almost 
seems to imply some supernatural ability. 

From my isolation in Taiwan, 1 have 
remained glued to the Japanese Radio 
(NHK) broadcasts trying to find out what 
sort of thing the official media expect him 
to have contributed t(' the modern history 
of Japan. Both the broadcasts in Japanese 
and in English have been disappointing, 
consisting for the most part of descrip¬ 
tions of political events like the 
Washington Treaty on naval armament or 
the broadcast in which the decisions of the 
Potsdam agreement were accepted. There 
has been practically nothing on his effect 
or non-effect within Japan. In desperation 
they have described the suicide of some 
idiotic 8()-year old in Kyushu who wish¬ 
ed to die with the emperor. Practically 
every Japanese would think the .same as 
I, that he was demented. 

Last year the Australia-Japan Studies 
Association had a special seminar in 
Britibane discussing the effect in Japan of 
the death of the Emperor. There were a 
number of distinguished Japanese 
political scientists and commentators pre¬ 
sent. 1 was extremely surprised to find that 
most of them thought there would be 
.some sort of major di.sorder as a result of 
a loss of moral tone in the society. In some 
respects the death of the emperor is 
similar to the situation when Gandhi died 
leaving the solution of India's problems 
to politics and to force (Partition). 
Something deeply moral had left society. 

In traditional theory, the territory of 
Japan marks the boundaries of a religious 
community in which the High Priest is the 
Emperor. It is by the exercise of the 
Emperor’s religious power that Japan 
gains its identity. The Emperor takes part 
in extremely few official ceremonies. He 
does not lay foundation stones of 
buildings, for example. Each year within 
the bounds of the Imperial Palace he 
plants the first rice crop but this is a 
private planting and the prime minister is 
not even invited as far as 1 am aware. The 
most important shrine in Japan is the Ise 
shrine but this is not a government shrine 
but the private shrine of the Emperor to 


his ancestors. If the new emperor goes 
through the same accession ceremony as 
his predecessors, the key part of the 
ceremony is where the emperor is shut up 
by himself in a special room in which the 
Imperial Ancestors exist to ask for their 
continued support for his reign. 

After the war, the Americans in my 
opinion made a key error in making the 
Imperial Household Agency (which is the 
controlling body for the behaviour of the 
Emperor) a branch of the government 
subject to an annual government grant 
and having most of its own property 
nationalised (and in the case of forests 
destroyed). The executive of the Imperial 
Household Agency consists ot a majority 
of Liberal Democratic supporters and it 
would be quite possible for the conser¬ 
vative party to use the emperor for its own 
purposes. Gandhi always refused to 
occupy any government position for fear 
of losing his freedom. The Emperor has 
no such opportunity. It is natural 
therefore that the times when he has 
exercised any political power are extremely 
infrequent. It is his moral behaviour 
which is important especially at the pre¬ 
sent time when all political parties 
(Liberal Democrats, Komei and Socialists) 
are constantly racked by violent scandals, 
both communal and personal. 

Being an emperor in name but with 
only negative or rarely exercised political 
power must be really difficult. In a way 
the assassination of Gandhi confirmed his 
sainthood and strengthened his moral 
greatness. The Emperor of Japan has had 
no such luck as being killed at the time 
when he would have had to speak out. 
One of the few records in existence of the 
emperor speaking out was during the 
period just before his famous surrender 
broadcast. The real controlling body in 
Japan during the war was the Imperial 
War Cabinet. Like all real decision¬ 
making bodies no minutes were kept and 
it was strictly wrong to keep notes. One 
of the secretaries of the navy however 
broke the rule and kept secret notes and 
these have been partly translated and com¬ 
mented on by Nobutake Ike of Stanford 
University. These notes show clearly that 
the Emperor’s decision to secretly oppose 
his own military was at the risk of his own 
life and that he knew exactly what he was 
doing. 

It is interesting that the Emperor's is 


one of the few royal families to become 
known as scientists. His book on Ibkyo 
Bay shellfish is quite authoritative. Most 
of the other male members of the imperial 
family have gone in for archaeology, 
physics or other sciences. The imperial 
family’s religious specialisations are of 
course quite different from those of 
Gandhi. The Mahatma was in a sense a 
moral theologian. That part of Shinto 
which is connected with the imperial 
leadership of the Japanese peopleis a very 
artificial creation made by the Emperor 
Meiji and his advisors to offset the 
nationalistic Buddhism of the late 
Tokugawa period. The Emperor as a 
moral leader in times of crisis is really 
quite separate from the phony nationalism 
of the Yasukuni shrine. 1 cannot under¬ 
stand why such media as the Japanese 
NHK cannot understand their own society 
and deal with the personal witness of the 
Emperor as a moral leader in time of 
crisis. I believe that if records are ever 
rclea.sed (if they exist) they will put the 
Emperor among the really great Asians of 
the twentieth century. The exclusion in 
which he found himself makes it difficult 
to analyse his behaviour. 

I would like to conclude with a short 
anecdote. When the Emperor as prince 
was sent to England before his accession 
he managed to escape from his guardians 
who looked after him so closely that he 
could not even move a chair or open a 
door by himself. However, once he got 
into the London street through a 
backdoor which was open, he kept on 
bumping into people all the time as he had 
never learnt to move out of the way of 
people approaching him. His attendants 
found him a short time later huddled on 
the side of the footpath frightened to 
move for fear of being knocked over by 
accident. 
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Sri Lanka’s Presidential Elections 

S W R de A Samarasinghe 


The December 1988‘presidential election was the most violent in 
Sri Lanka’s history; it also witnessed the lowest ever poll. 1b what 
extent was the outcome of the election influenced by the violence 
and the low poll? And what do the trends visible in the 
presidential election presage for Che parliamentary election due 
next month? 


IN Sri Lanka’s December 19th presidential 
election, prime minister R Premadasa (64) 
of the ruling United National Party (UNP) 
beat former prime minister Sirima Bandara- 
naike (72) of the Sri Lanka Freedom Party 
(SLFP) and Ossie Abeygunasekera (38) of 
left-of-centre Sri Lanka Mahajana Party 
(SLMP) (Thble 1). The election will long be 
remembered as the most violent ever general 
election in the country’s history. Sri Lanka 
has had nation-wide general elections based 
on universal adult suffrage since 1931, 
twenty years before India had its first such 
in 1951-52. Between independence (1948) and 
1977 Sri )..ankans have changed governments 
six limes through the ballot. On this occa¬ 
sion, two extreme nationalist groups, the 
Tamil Liberation Tigers of Thmil Eelam 
(LTTE) in the north and the Sinhalese 
Janatha Vimukli Peramuna (JVP or Na¬ 
tional Liberation Front) in the south oppos¬ 
ed with violence the presidential elections, 
each for different reasons. 

LTTE which opposed the Indo-Lanka 
accord and the provincial councils establish¬ 
ed under that accord did not want the Ihmils 
in the northern and eastern provinces to give 
legitimacy to the elections that prepetuated 
the existing political order. The JVP wanted 
president J R J ayewardene’s government to 
resign before the elections and the Indian 
Peace Keeping Force (IPKF) to leave the 
country, to guarantee a ‘free and fair’ elec¬ 
tion. Given the circumstances, neither 
demand could have been met. 

The JVP was more ruthless than the 
LTTE in the use of violence against the elec¬ 
tion. It murdered more than 800 UNP and 
SLMP supporters and a number of officials 
and members of the security forces. In the 
two months prior to the election, JVP in¬ 
stigated work stoppages that paralysed 
government offices, factories, hanks and 
even hospitals. Fuel supplies, public 
transport, and trade activity were disrupted 
and all the universities and schoois outside 
the northern and eastern provinces (NEP) 
were shut down. 

There are reasons to believe that local-level 
SLFP sympathisers sometimes joined the 
JVP to instigate such disruption. The SLFP 
leadership too was not unhappy about the 
embarrassment that these events caused to 
the government. The government met 
violence with counter-violence through 
security forces and para military groups and, 
according to opposition sources, groups 
known as ‘Green Tigers* who were armed 


by the government. Premadasa tried to get 
the JVP to agree to a truce and perhaps sup¬ 
port his candidature atleast indirectly. He 
carefully avoided naming the JVP as the 
group responsible for the violence although 
president Jayewardene consistently did so. 
The JVP, however, did not respond to 
Premadasa’s overtures and the violence 
against the UNP continued unabated. 

While the disruptions were going on 
Sirima Bandaranaike negotiated with the 
JVP and six other minor parties to form an 
electoral alliance. As a result a five-party 
Democratic People’s Alliance (DPA) led by 
the SLFP was formed to back Bandaranaike’s 
candidature. However, the JVP was not a 
member of alliance and turned against the 
SLFP as well. From early November several 
of Bandaranaike’s political rallies were 
disrupted by the JVP and some party 
workers were killed. More importantly the> 
declared that the election was totally unac¬ 
ceptable and ‘illegal’ and appealed to the 
people to boycott it. Those who defied the 
JVP were risking the wrath of JVP including 
death. 

I 

lasues 

All three candidates promised to restore 
law and ordtr, and send the IPKF home. 
UNP’s Premadasa and SI.MP’s Abeygoona- 
.sekera promised to work the provincial coun¬ 
cils to settle the ethnic problem. The former 
also promised to replace the peace accord 
with a friendship treaty with India. The 
latter was supported by the Eelam People’s 
Revolutionary Liberation Front (EPRLF) 
that is in office in the recently established 
NEP provincial council. The Tamil United 
Liberation Front (TULF) also requested 
Tamils to vote for the SLMP candidate. 
Sirima Bandaranaike gave a commitment to 
.tbrogate the accord but at the same time 
established a permanently merged regional 
council with additional powers in the Ihmil 
areas. However, her effort to enlist the sup¬ 
port of the LTTE failed. 

On economic policy Premadasa emphasis¬ 
ed the positive aspects—more consumer 
goods, more jobs, etc—of the UNP’s ‘open’ 
economy policy in contrast to the area of 
food shortages and unemployment in the 
1970-77 Bandaranaike administration. He 
also focused on the successes of the govern¬ 
ment ‘lead projects’ such as the $ 2 billion 
Mahaweli river diversion project and the one 


million houses programme. For the future 
he offered a poverty alleviation programme 
that included a monthly grant of 50 each to 
1.4 million families (half of the population) 
on food stamps. 

Bandaranaike criticised the UNP’s failure 
to control inflation, the increase in 
unemployment after 1982, and the UNP’s 
inability to help the poor. However, unlike 
Premadasa, she failed to offer the poorer 
voters anything particularly new or specific 
to improve their conditions. 

The third candidate Abeygoonasekera had 
a traditional left economic programme that 
promised a planned economy under a socia¬ 
list dispensation. 

II 

Resulta 

In a country which normally polls 80 per 
cent or more in national elections, the 
December poll of 55.3 per cent was the 
lowest ever in a Sri Lankan post-war elec¬ 
tion. District-wise it varied between 78.5 per 
cent in Nuwara Eliya which has a strong 
'Indian' plantation llimil presence, to 13.3 
per cent in Wanni' which is predominantly 
Sri Lankan Tamil. Electorate-wise it varied 
between 83.3 per cent in Hanguranketa a 
predominantly Sinhale.se electorate but with 
a sizable Indian Tkmil vote, to 4.4 per cent 
in Hakmana an almost 100 per cent Sinhalese 
electorate in the interior of the southern pro¬ 
vince. Insofar as the Sinhalese majority areas 
were concerned it can be said that by and 
large the electoral voting percentage varied 
almost directly in proportion to the degree 
of violence that prevailed in the respective 
electorates. One question that has been rais¬ 
ed is whether the final result would have 
been any different if there had been a 
‘normal’ (i e, high) poll, at least in the low 
polling provinces outside NEP. Three points 
need to be noted here. 

Firstly, the JVP/LTTE threat was un¬ 
doubtedly the major factor that kept away 
a large number of voters from the poll. 
However, given the prevailing climate of 
violence, some would have voluntarily avoid¬ 
ed voting for reasons other than fear. Many 
Tamils, especially in the northern districts, 
would have viewed the election as a contest 


I'ABlt 1. PrI-SIOFNIIAL El LtTION RlSULTS 



Valid 

Voles 

(mil) 

Per Cent 

R Premadasa (UNP) 
S'rima Bandaranaike 

2 569 

50.4 

(SLIP) 

Ossie Abeygoonasekera 

2.290 

44.9 

(SLMP) 

0.236 

4.5 

Total valid vote 

5 095 

100.0 

Rejected vole 

0 091 

1.8* 

loial polled 

5.186 

55.3** 

Total registered vole 

9.376 

— 


• As a percentage of total poll. 

•* As a percentage of total registered vote. 
Source. Department of Elections. 
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among the Sinhalese that was not particular¬ 
ly relevant to them. Some Sinhalese could 
have been disillusioned with all three candi¬ 
dates, particularly the two principal con¬ 
tenders and their respective parties UNP and 
SLFP and decided not to vote. This probably 
partly explains the low poll, especially the 
drop of about 10 to 15 percentage points 
below the usual 'norm, in the poll in the 
Colombo city electorates where the JVP 
threat was minimal if not non-existent. 

Second, for a high poll to have taken place 
normal peaceful conditions should have 
prevailed in the country. If such normalcy 
prevailed the major issue in the election, i e, 
the restoration of peace and law and order 
would not have arisen. This clearly would 
have enormously helped Premadasa’s candi¬ 
dature because many voters turned against 
the government on this issue. 

Third, if a semblance of ‘normalcy’ was 
re-established just prior to the polling day 
by a JVP declaration that it would not op¬ 
pose people voting, arguably the poll could 
have been higher although peace and nor¬ 
malcy in the full sense of the word would 
have been lacking. The highly controversial 
question is whether given such a situation 
the result would have been different. The 
SLFP in its post-election .statements has sug¬ 
gested that a high poll would have ensured 
a victory for its candidate while UNP 
spokesmen quite naturally have dened it. The 
answer depends on whether a possible high 
poll in Sinhalese majority areas that had a 
low poll in December would have helped 
Bandaranaike to wipe out Premadasa's ma¬ 
jority. Of course the SLFP claim.s that JVP 
and UNP threats prevented more of their 
supporters from voting while the UNP 
claims that JVP and SLFP threats did the 
same to their vote. 

Low Pot I 

The electoral arithmetic that provides a 
pointer to the answer to the above question 
is as follows. In the 1982 presidential elec¬ 
tion UNP polled 52.9 per cent and SLFP 

39.1 per cent. To the latter one should add 
the 2.7 per cent polled by Kumar Ponnam- 
balam of the All Ceylon Tamil Congress 
(ACTC) one of the DPA partners who sup¬ 
ported Bandaranaike in December. Thus to 
win on the first count with an absolute ma¬ 
jority (50 per cent + 1 vote) the SLFP with 
a total share of 41.8 per cent in 1982 required 
a swing of 8.2 per cent against the UNP and 
other non-SLFP opposition parties. A swing 
of 5.6 per cent in favour of the SLFP would 
have given it 47.4 per cent of the vote as 
against 47.3 per cent for the UNP, but not 
an absolute majority. According to Sri 
Lanka’s electoral laws such a situation would 
have required a count of the second pre¬ 
ferences of the third candidate to decide the 
winner. In reality the national swing against 
the UNP was only 2.5 per cent and the swing 
to the SLFP-ACTC coalition was only 3.8 
per cent. Given the SLMP poll of 4.6 per 
cent the SLFP would have required another 

5.1 per cent from the UNP to win on the first 
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count. Could the SLFP have made it if the 
poll was higher and closer to ‘normal’? 

To answer this question we examined 
whether there was a strong association bet¬ 
ween relatively good SLFP district-level per¬ 
formances (high swings in its favour) and 
high polling. Conversely is it possible to say 
that in districts where the poll was high the 
UNP faired poorly? In Thble 2 we have 
divided the electoral districts into six groups 
according to the percentageof the registered 
voters who cast a valid vote. The Figures 
show that there is no strict systematic rela¬ 
tionship between the average poll and the 
swing against the UNP. In point of fact the 
case can be argued both ways. For example, 
those who believe that the low poll favoured 
the UNP can point out that starting- from 
group 2 and omitting group 3, the swing 
against the UNP weakens as the average poll 
declines. In fact, in group 6 there is an im¬ 
probable 11.6 per cent swing in favour of 
UNP. However, those who wish to argue that 
a high poll could also have favoured the 
UNP will point out that in Group 1 which 
had an average poll of 74.6 per cent, the 
swing against the UNP was only 2.9 per cent 
which is significantly lower than the 5.2 per 
cent swing in group 2. The association bet¬ 
ween a high poll and a swing against the 


UNP on a district basis, as measured by the 
rank correlation coefficient, is 0.313 which 
is a weak association. 

We also looked at how the UNP and 
SLFP fared in each electorate within each 
district. It is reasonable to argue that if in 
any given district the SLFP generally won 
the seats which polled above the average poll 
for that district, a high poll would have 
favoured the party. The SLFP won 48 seats 
outside the predominantly Ikmil north and 
east. Of that number 22 (46 per cent) were 
seats that had a poll higher than the average 
poll for the district to which the seat belong¬ 
ed. However, in the case of UNP also 37 (42 
per cent) of the 88 seats it won in the south 
were in the same category. This 4 percentage 
point difference between the two parties is 
also not very significant. 

Swing 

A swing exceeding 8.2 per cent against the 
UNP took place only in Colombo district 
(8.6 per cent). Even in the 90 per cent 
Sinhalese Gampaha district which adjoins 
Colombo, the only district with a poll higher 
than 70 per cent that the SLFP won, the 
swing was only 4.4 per cent. Thus, given the 
SLMP shares in the respective districts, even 
if one were to assume a uniform swing of 


Tabi.i 2: Presidenviai Poll-1982-1988 Swini, 


(Per ('em) 



Average Poll 

UNP Poll 

Swing 


1982 

1988 

1982 

1988 

against the 
UNP in 1988 

All Island 

80.1 

54 3 

52.9 

50.4 

-2 5 

Group 1 

Districts polling bet¬ 
ween 70 per cent-HO 
per cent (N'Eliya, 
R’pura, Gampaha. 
Diganiadulla, 

83 4 

74 6 

54 6 

51.7 

-2.9 

Puttalam) 

(82.3) 

(74,1) 

(53.6) 

(50,5) 

(-3.1) 

Group 2 

60 per cent-70 per cent 
(Kandy, Kegalle, 
Colombo, Kalutara) 

82.1 

66.8 

56.5 

51.3 

-5.2 

Group 3 

50 per cent-60 per cent 
(B'caloa, T'malee) 

65.0 

54 8 

47.6 

48.9 

-tl.3 

Group 4 

40 per cenl-50 per cent 
(Kuruncgala, Ciallc 
Badulla, A’pura* 

84.9 

46.3 

53.8 

49.3 

-4,5 

Group 5 

20 per cent-30 per cent 
(Matale, Pollon- 
naruwa, Hambantota, 
Mataia hut excluding 
laffna which polled 
20.3 per cent) 

83.5 

26.7 

51.2 

50.0 

-1.2 

Group 6 

10 per cenl-20 per cent 
(Monaragala and 
Wanni) 

71,1 

48.2 

48.2 

60.1 

-1-11.9 


Note. In group I figures in parenthese.s show calculations excluding N’Eliya, where the Indian 
Tamil vote is important. 

The groups 3 and 6 indicate swings in favour of UNP. 

• A'pura poll was 39.7 per cent. 

Source: Computations based on the official results released by the Department of Elections. 
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S per cent (double the actual national 
average) in favour of SLFP in groups 4, S 
and 6 (excluding Wanni) and a poll of 65 per 
cent (actual poll in this combined group was 
38.2 per cent) the final result would have 
been UNP 49.6 per cent (2.^ ml), SLFP 46.1 
per cent (2.76 ml) and SLMP 4.3 per cent 
(0.26 ml) giving the UNP a 2,10,000 lead. 
In a second count unless more than 80 per 
cent of the SLMP vote were to have Ban- 
daranaike as a second preference, which is 
highly improbable, Premadasa probably 
would still have won. In fact the informa¬ 
tion we have is that while in the Sinhalese 
areas the second preference in the SLMP 
vote was largely for Bandaranaike, in the 
Ihmil areas which accounted for over 40 per 
cent of the SLMP vote, the second 
preference was more for Premadasa. 

Given our estimate of the ethnic distribu¬ 
tion of the vote (Thble 3) we asked the ques¬ 
tion whether a poll of 80-per cent among 
the Sinhalese Buddhists would have made 
any difference to the final result. Here again 
Premadasa would probably have got slight¬ 
ly more than 49 per cent, about three percen¬ 
tage points ahead of Bandaranaike, thereby 
necessitating a second count. Then Bandara¬ 
naike could have won only if about two- 
thirds of the voters for the third candidate 
Abeygoonasekera had given their second 
preference to her. 

M.\LPRA(TICts 

Given the low poll and the generally 
unsatisfactory atmosphere that prevailed on 
polling day, in theory, election malpractices 
on a large scale could also have influenced 
the final result. Bandaranaike in her post¬ 
election press conference suggested this 
possibility. In particular she protested 
against the fact that in the Monaragala 
district 49 polling booths involving about 
45,000 voters never opened for voting.’ In 
fact the SLFP is expected to f ile an election 
petition challenging the result on grounds 
of electoral malpractice. 

The ten-member SA ARC observer group 
who observed the poll in five districts and 
entertained submissions from political par¬ 
ties and others, in a preliminary statement 
noted that the “problem of general intimida¬ 
tion during the election campaign was un¬ 
precedented" and also made references to 
election “irregularities”. However it conclud¬ 
ed that “in the face of threats of intimida¬ 
tion and actual violence, the electoral pro¬ 
cess, even though it may have been flawed 
in the perception of some, did in fact take 
its course, should be viewed positively".’ 

A local observer group. People’s Action 
for a Free and Fair Election (PAFFREL) 
consisting of a number of NGOs observed 
the poll in all twenty-two districts. In an in¬ 
terim report^ it says that the group ‘analys¬ 
ed the possible impact of the general at¬ 
mosphere of intimidation and the re.siiltant 
low poll on the election result” and notes 
that it was difficult to draw any “in-:on- 
trovertible conclusions regarding the iiro- 


bability of the outcome". However it has 
catalogued many “undesirable features” of 
the poll. A detailed report will be released 
by PAFFREL shortly. 

These and other reports .suggest that 
nobody can be absolutely certain what the 
result would have been if polling had taken 
place under normal conditions. However, 
neither do they suggest that the result was 
decisively influenced by electoral malprac¬ 
tices. Thus, the explanations for the outcome 
lie in political factors of which there are 
many. 

Ill 

Political Factors 

On the UNP side state power given by in¬ 
cumbency helped. The use of TV and radio 
for publicity and programmes favourable to 
its candidate is one example. This, however, 
was by no means a critical factor. All can¬ 
didates had equal access for party broad¬ 
casts. In any event, past experience shows 
that in Sri Lanka the control of state media 
by the governing party was no bar to it being 
eicctorally defeated. 

Campaign 

More important was the relatively strong 
campaign of the UNP. Premadasa is perhaps 
the first presidential candidate in Sri Lanka 
who conducted a presidential campaign in 
the classical style that focused more on the 
individual candidate—his' policies and 
personality—than on the party that he 
represented. For obvious reasons he had to 
distance himself from the weak points of the 
Jayewardene administration while claiming 
credit for its successes. This he successfully 
did by focusing a great deal of attention on 
Premadasa the man who represented, as he 
claimed, the genuine change the country was 
yearning for while assuring continuity. !r. 
contrast Bandaranaike's campaign was never 
fully presidential but appeared more like a 
parliamentary campaign. One reason for this 
was her rather awkward commitment to 
abolish the executive presidency if she was 
elected to ihat office. Second, her age, past 
record as prime minister and her relative 
weakness as a debater (compared to her two 
rivals) prevented Bandaranaike from per¬ 
sonalising the campaign too much. 

Perhaps the most important factor that 
explains the result is the nature of the sup¬ 
port base ot the two main parties. The UNP 
had approximately 3.25 ml (35 per cent of 
the 1988 electorate) and the SLFP 2.40 
million (26 per cent) surviving voters from 
the 1982 presidential election. The by- 
elections and provincial councils elections 
held after 1982 indicated that the UNP had 
retained its hardcore 25 per cent supporters. 
This was not surprising because the benefi¬ 
ciaries—1.0 million who got jobs, 2,{X).000 
middle cast workers, the large numbers who 
got land for cultivation under the Mahaweli 
scheme, houses under Premadasa’s One 
f^illion Houses Programme, etc—of UNP 
government policies had a vested interest in 
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preserving the regime. Thus, even if all one 
million unemployed were willing to vote ' 
against the government, there were at least ,! 
an equal number who were indebted to the 
government for the jobs they had. 

Minorities 

Premadasa did exceedingly well among 
the minority groups who accounted for 
about one-third of the total vote he polled. 
With the help of cabinet minister Sooriya- 
murthi Thondaman and his Ceylon Workers 
Congress the UNP polled about 1,85,000 (7.2 
per cent of the total UNP vote) Indian Ikmil 
votes. In addition the UNP got about 
3,25,000 (12.7 per cent of the total UNP vote) 
Muslim votes (Table 2). Premadasa also poll¬ 
ed a plurality of the Sri Lankan Ihmil vote 
and the Sinhalese Christian vote. Although 
Bandaranaike attracted more Sinhalese Bud¬ 
dhists voters who account for about 70 per 
cent of Sr: Lanka’s electorate, it was not 
sufficient to offset Premadasa’s lead among 
minority voters. Largely due to the support 
of the EPRLF Abeygoonesekera polled a 
sizeable Sri Lankan Tamil vote in the NEP. 

The DPA partners of the SLFP had no 
capacity to mobilise large blocs of voters. 
On the one hand, the relatively modest size 
of the Sri l.ankan Thmil vote (1,30,000) for 
the SLFP indicate that the ACTC leader 
Kumar Ponnambalam failed to mobilise the 
expected support. Even the DPA promise of 
a permanent merger of the north and east 
had not impressed Ikmil voters. On the other 
hand, the DPA manifesto which had been 
drafted by a group that failed to appreciate 
the natural constituency of the SLFP, had 
the effect of alienating traditional SLFP 
supporters. For example, the proposal for a 
permanent merger of north and east, the 
cr»:::iun of a separate Muslim provincial unit 
in the east, an ‘immediate freeze’ on all 
ongoing distribution of state land in the 
north and east, etc, were almost totally alien 
to what the average SLFP sympathiser 
believes in. 

In this respect the most inexplicable was 
the promise made by the DPA to entrench 
section 29(2) of the discarded 1947 Soulbury 
Constitution in a future new constitution. 
Section 29(2) prohibited legislation which 
discriminated against any religious or ethnic 
minority. Some Buddhist leaders saw this 
clause as a barrier to Buddhism being ac¬ 
corded a special status by the stale. Section 
29(2) was dropped from the 1972 First 
Republican Constitution adopted by 
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Bandaranaike’s 1970-77 government and it 
was not included even in the 1978 Second 
Republican Constitution adopted by 
Jayewardenc’s UNP government. In point of 
fact section 29(2) was never an issue outside 
the narrow ‘liberal’ circle in Colombo. Hav¬ 
ing known Buddhist opinion on the issue, 
it was politically counter-productive for the 
SLFP to include it in the DPA progratnme. 
In short the DPA programme appeared to 
be a document hastily prepared by a set of 
pieople who were far removed from the SLFP 
political reality. The negative respoii-se it pro¬ 
voked from the SLFP constituency was evi¬ 
dent in the criticism levelled against it by 
bodies such as the Buddhist Theosophical 
Society and, more importantly, in the em¬ 
barrassed silence maintained by the pro- 
SLFP Bhikkhu leadership after the pro¬ 
gramme was published. 

Pattfrn 

There are some interesting aspects to the 
regional distribution of the voting pattern 
The UNP core support came from Colombo 
city, the narrow ‘Catholic belt’ to the north 
of Colombo, Puttalam, southern Kuninegala, 
Kegalle, Ratnapura, Kandy, Nuwara Eliya 
■and Digamadulla (Ampara). These areas ac¬ 
count for onc-third of Sri Lanka’s electorate 
but provided almost half (46.4 per cent) ol 
the total UNP vote, flic SLFP core support 
came from the Colombo suburbs, and the 
districts of Gampaha (excluding the Catholic 
belt), Kalutara and Galle. Together they ac¬ 
count for about one-quarter of the Sri 
Lankan electorate but they provided almost 
two-fifths (.18 per cent) of the SLFP vote. 

The strong support of the UNP in 
Colombo city is explained by Premadasa’s 
personal popularity especially in the poor 
working class neighbourhoods, and by the 
support he got from the Muslims and Ihmils. 
Premadasa’s popularity in the Kandyan (cen¬ 
tral highland region) provinces is partly 
explained by the Indian Tamil and Mu.slim 
support. But more importantly, he seems to 
have attracted the poorer class of Sinhalese 


voters in those areas as well. This is a 
remarkable political achievement because 
conventional wisdom normally identified the 
rural poor, especially in the Kandyan areas, 
with the SLFP. 

It IS acknowledged that in Sri Lankan elec¬ 
tions caste usually plays an important but 
subtle role.' Premadasa was the first ‘com¬ 
moner’ m Sri t.anka’s post-war history to 
make a serious bid for the nation’s highest 
office. He belongs to a minority caste from 
the southern coast. In contrast Bandaranaike 
comes from the Kandyan aristocracy and 
belongs to one of Sri Lanka’s so-called 
‘traditional ruling families’. In any event the 
mam question was whether the Sinhalese 
Ouvigamo (farmer) caste who consider 
themselves to be at the top of Sri Lanka’s 
caste hierarchy would shy away from 
Premadasa on caste grounds. The Govigama 
arc believed to account for about 50 per cent 
of the Sinhale.se electorate and also form 
much of the core support base of the UNP. 
The election results suggest that Premadasa 
managed to hold the larger majority of the 
traditional UNP support base probably sig¬ 
nifying the triumph of class interests over 
that of caste. The good results for him in 
certain districts such as Kegalle and 
Ranapura with known concentrations of 
depre.sscd caste communities seems to hint 
that a fair number of voters from lhe.se 
groups were probably attracted to him by the 
caste factor. 

It IS not surprising that the SLFP did well 
in Gampaha district where Bandaranaike’s 
own home-town and electorate are located 
and which is considered a traditional .strong¬ 
hold of the party. In Anuradhapura and 
north Kurunegala the SLFP re-established, 
albeit on a low poll, its traditional 
hegemony. The left- leaning tradition of the 
western coastal belt south of Colombo and 
the southern coastal belt also helped the 
SLFP. However, it is the excellent perfor¬ 
mance of the party in suburban Colombo 
electorates that should encourage its leader¬ 
ship planning for the February 15 parliamen 


tary elections and conversely create anxieties 
in the UNP leadership. Of course although 
the UNP won almost all these electorates in 
the 1977 parliamentary elections with large 
majorities, traditionally most of them have 
been held by SLFP or left party MPs. Thus 
a swing of some degree against the UNP was 
inevitable. Nevertheless, the fact is that the 
Colombo middle/lower middle class, who 
reaped much of the benefits—jobs both 
local and foreign, housing schemes, trans¬ 
port, technical and vocational education, 
consumer goods, etc—of UNP economic 
policies backed away from the party in large 
numbers. The question is why ? 

MIDDLE CLASS 

There are several reasons. Many middle 
class people wanted a change of party and 
people in power and were not convinced that 
Premadasa represented adequate change. 
This urge to change was largely motivated 
by the belief that the ruling party was in¬ 
sensitive to public opinion especially on 
issues such as corruption. Second, the 
breakdown in law and order, the education 
system, electricity and transport badly af¬ 
fected the Colombo suburbs and adjacent 
areas and the government was blamed for 
It Third, there is considerable evidence to 
suggest that a very large number probably 
a majority of state sector employees (ex¬ 
cluding the security forces personnel) and 
many professionals were not willing to sup¬ 
port the UNP candidate. For example, the 
SLFP won 49.3 per cent of the postal vote 
given by government officials who took up 
election duty and one suspects that the 46.5 
per cent UNP share in this came mainly 
from the armed forces and possibly from the 
government omnibus workers. 

IV 

Implication H 

The next immediate hurdle for every 
political party is the February 15 parliamen- 


Tahii 1988 Prlsii)fnii-m Li ktions— l-'sTiMMtn Ethnk Dkiribution ot thl Vai io Vort' 

(Number of Lores in '000) 


■foial Registered 
_Voleis 

No Per Cent 
(I) 


UNP 


SLFP 


No Per CenI 
( 2 ) 


No Per CenI 
(3) 


SLMP Total 


No Per Cent No Per Cent 
(4) (5) 


Percent- Share ol 
age Total 

Voting Valid Vole 
(5/1) Polled 

(6) (7) 


Sinhales 


Buddhists 

6610 

70.5 

1694 

45.6 

1935 

Sinhales 

Christians 

450 

4.8 

190 

60.1 

110 

Sri Lankan 

Tlimils 

1219 

13.0 

160 

38.6 

130 

Indian Thmils 

356 

3.8 

200 

85.1 

30 

Muslims 

694 

9376 

7.4 

100.0 

323 

2569 

78.3 

85 

2290 


52.1 

85 

23 

3714.0 

100 

56.2 

72.9 

.34.8 

16 

5.1 

316.0 

100 

70.2 

6.2 

31.3 

125 

30.1 

415.0 

100 

34.0 

8.1 

12.8 

5 

2.1 

235.0 

100 

66.0 

4,6 

20.5 

5 

1.2 

415.0 

100 

59.8 

8.2 


236 


5095.0 


285.2 

100.0 


Note: Malays, Burghers (Eurasians) and other small groups add up to about 50,000 (0.5 per cent) of the voters. This category is omitted from the table. 
There were no reliable opinion polls to prepare the above estimates. It was done on the basis of voting patterns in the 22 electoral districts, 
and other information gathered informally from election sources. 

Source: Population ratios have been taken from the Department of Census and Statistics, Population Census 1981. 
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tary election. For the UNP it gives an op¬ 
portunity to strengthen its popular mandate 
beyond the 27.4 per cent of the total 
registered vote it polled in December 1988 
(in October 1982 Jayewardene had got 42.47 
per cent). Even more importantly, the party 
will be keen to get an absolute majority (113 
seats or more) in the next pai liament which 
will have 225 members. The Tamil-domi¬ 
nated north and east will have 36 seats and 
probably only about three arc winnablc by 
the UNP. Thus it must find 110 scats from 
the south. If the southern .scats were to be 
distributed on the basis of the presidential 
election vote the UNP would get 104, six 
short of the target The deficit of six can be 
made up provided there is a reasonable 
“winner’s” swing back to the UNP. In this 
respect a split in the anti-UN P vote in the 
bigger districts with the minor party votes 
not reaching I he minimum 5 per cent re¬ 
quired by law to qualify lor a seat will help 
the UNP 

UNP 

In a bid to win the parliamentary elections 
the UNP IS trying to project a fresh image 
to the electorate. It has dropped about 50 
sitting members including about 10 ministers 
and 10 deputy ministers and nominated a 
laige number of new candidates. The UNP 
campaign will have lo specially taiget the 
sub-urban middle class in Colombo and 
elsewhere. Honest and compelciil candidates 
will help. So will better propaganda to ex¬ 
plain to the voter what it already has achiev¬ 
ed in fields such as education and what it 
hopes to do m the next six years. The restora¬ 
tion of peace and the reopening of schools 
were two promises that president Premadasa 
will have to keep to attract the floating vote. 
A reduction in the 50,(K)0 strong IPKF force 
IS another of his commitments. In early 
January India announced the withdrawal of 
2,000 troops. However, unless more follow 
before February 15, Sri Lankans, who will 
recall a similar token gesture made last June 
just before the provincial councils election, 
will be sceptical of president Premadasa's 
ability to get India to withdraw its army. 

For the UNP the greatest electoral asset 
in the current campaign is president 
Premadasa. The advantages ol incumbancy 
with a fresh mandate is one obvious help. 
Even more importantly, he is attractive to 
an important section of the Sinhalese Bud¬ 
dhist constituency that attaches considerable 
importance to the fostering of ’national’ 
culture and the Buddhist religion. President 
Jayewardene’s administration was criticised 
in some quarters, rightly or wiongly, for 
neglecting these aspects. Jayewardene in of¬ 
fice never developed an intimate relationship 
with the Buddhist Bhikku leadership who 
claim a traditional role as advisors to the Sri 
Lankan rulers. In such a context it was 
notable that Premadasa’s official induction 
to office on January 2 in the Buddhist holy 
city of Kandy took the form of a religious 
consecration lasting almost two full days. 

The ewe that represents the Indian Tamil 
vote has joined the UNP to contest the 


parliamentary elections. The latter, however, 
will have to work hard for the Muslim vote. 
In fact if there is a substantial loss of the 
Muslim vote to the newly formed Sri Lanka 
Muslim Congress (SLMC) the 113 seat target 
could become elusive. 

SLFP 

As for the SLFP the DPA was an impro¬ 
bable coalition that brought together par¬ 
ties with strong communal views on both the 
Sinhalese as well as lamil side apd, as ex¬ 
pected, it broke up soon after December 19. 
Whether the DPA programme will be 
adopted by the SLFP remains to be seen. 
Politically it may be disadvantageous to do 
so because many key aspects of it are not 
acceptable to traditional SLFP supporters. 
In December there was not much time for 
these negative aspects to sink in and alienate 
SLFP voters in large numbers who were all 
keyed up to throw out the government. But 
now the UNP can be expected to conduct 
a strong campaign to attract the ‘floating’ 
SLFP sympathisers. The SLFP may be serv¬ 
ed better il It were to adopt the manifesto 
it is supposed to have prepared over the last 
several years. However, just now the SLFP 
appears to be planning to request the peo¬ 
ple tor a mandate to throw out the executive 
presidency via constitutional rclorm. This 
appeals to be a non-starter. The people in 
Si I Lanka who arc hungry loi stability will 
hardly support a recipe for a constitutional 
crisis and further instability. The best bet foi 
the SLFP would be to revive spirits of its 
supporters and field the best possible slate 
of candidates and stress the importance of 
a balanced or hung parliament that will 
force president Premadasa to consider an all¬ 
party ‘national’ government or, at least, a 
strong opposition that can keep a UNP 
government in check. However, several pro¬ 
minent SLFP candidates who having If'-,; ihe 
prospects of government office have 
withdrawn from the February 15 contest 
thereby weakening the parly’s bid for victory 

THI LONCi TbR.M 

Finally, assuming that the UNP wins an 
absolute majority in parliament what a'c the 
long-term implications of the December 
results for the Sri l,ankan polity? The UNP 
has already established a new record in Sri 
l,anka’s posi independence history by win¬ 
ning a third consecutive national election. 
It peace and normalcy are restored and the 
UNP implements its promised programme 
with a clean government, the party is pro¬ 
bably set to guide the country into the 21st 
century. It has enough leadership talent to 
do it and it has emerged from the crisis of 
the last two years with renewed confidence. 

For the SLFP a bad result in the parlia¬ 
mentary elections will compound the crisis 
w'ithin the party. As a centrist party it is fin¬ 
ding it difficult to prepare a programme that 
can challenge the centre-right UNP. The 
UNP has marched with the times from the 
bberal-aristocratic leadership of the 
Senanayakes (1947-70) lo the liberal- 


technocratic leadership of Jayewardene 
(1970-88) to the present populist-technocratic 
leadership of Premadasa. In contrast the 
SLFP is stuck in the liberal-aristocratic 
leadership ol the pre-1970s. The scope for 
new leadership development in the party is 
limited for two reasons One is the control 
exercised by one family, the Bandaranaikes. 
Second, without office it is very difficult for 
politicians to develop a national-level leader¬ 
ship ba,se Thus, it is conceivable that due 
to the weaknesses oi the SLFP the UNP 
might increasingly assume the role of 
‘natural’ party of governance in Sri Lanka. 

THE Lr.I I 

As regards the ‘left’ the performance of 
the SLMP is further confirmation that a 
paity with traditional left ideas (nationalisa¬ 
tion, state control, more socialism, etc) has 
very limited appeal in Sri Lanka. However, 
the growth of the ITTE and other radical 
Tamil nationalist groups in the north and the 
radical Sinhalese nationalist JVP in the 
south and their appeal to rural youth sug¬ 
gests that there is .scope for strong nationalist 
radical political parties Whether the LTTE, 
JVP, or any other group will have the ability 
to deline itself clearly, equip itself with a 
populai ideology and coherent piogramme 
and cntci the electoral process yet remains 
to be seen 

Minori nts 

1 he Decembei presidential election result 
clearly demonstrated the decisive role that 
the minorities will play in Sri I.anka’s elec¬ 
tions. On the positive side this will force 
Sinhala-majority governments and political 
parties in the south to be sensitive to minori¬ 
ty grievances and ’..spirations. On the 
negative sidr* ;,iinority communal political 
pa'-tics could try to exploit the situation in 
an unreasonable manner. Shrewed political 
judgment and statesmanship on the part of 
the national political leadership will be re¬ 
quired to strike an acceptable balance. 

Notes 

11 am grateful lo K M de Silva, A I N 
Ekanayukc. Vidyamali Sainarasinghe and O H 
Peiris for their valuable comments on a draft 
of this paper I also thank Deleni Gunewardenc 
and Eranganic Wiieiatne tor assistance with the 
statistical coinpuiaiioiis and Sepali Liyankmana 
for word processing Ihe nianuscripl All eriors 
of course are mine.) 

1 The electoral district of Waiini consists of 
Mannar (90|, Mullaitivii (91) and Vavunia 
(92) 

2 When the lesults were officially announc¬ 
ed by the Elections Commissioner he stated 
that the representatives of the three can¬ 
didates agreed to the result presumably on 
the basis Uiat the failure to open the 49 
booths in question would not have made 
any difference lo the final result 

3 Island, December 12, 1988 

4 Ceylon Daily News, December 30, 1988. 

5 See Jance Jiggins, Caste and Family in the 
Politics of the Sinhalese, 1947-1976, 
Cambridge University Press, 1979. 
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PERSPECTIVES 


Charismatic Leadership and 
Pakistan’s Politics 

Akmal HusKain 


While Pakistan’s political history has been marked by dramatic 
moments when the people have asserted their will through mass 
mobilisation around charismatic leaders and at these moments, 
political parties, cadres and grassroots institutions have been 
conspicuous by their absence, after the November 1988 elections, 
if civil government is to prove its credibility in the brief period 
now offered to it, charisma will have to be combined with 
organisation, programmes and systematic action. 


PAKISTAN’S political history has been 
marked by dramatic moments when the 
people have asserted thcii will through mass 
mobilisation arotind charismatic leaders: 
Mohammad Alt Jmnuh during the F’akistan 
movement, Ailliqar Alt Bhutto during the 
anti-Ayub movement, Mujib-ur-Rehman 
during the movement lor Bangladesh, and 
more recently Bciia/ir Bhutto during the 
movement loi democracy in Pakistan, In 
each of these piiliiical conjunctures, political 
parties with piogiammcs, cadics and 
grassroots insiitnliotis have been con¬ 
spicuous by then absence. As a nation we 
are once again placed m a moment of great 
danger and cieative potential. The direction 
we take, whcthci towards establishing a 
viable democracy or military rule depends 
yet again on the actions and choices of 
individuals. It may be peitinent therefore to 
examine the mystery of charisma and the 
nature of the relationship between 
charismatic leadership and the people. 

Charisma is the luminous synthesis of a 
range of images projected by an individual 
to a receptive audience. For example, it may 
be arm.s held high to capture the pitch of a 
crowd’s emotion as if at the far edge of 
language, to silently indicate all that is and 
all that can be; or the sweep of a ehaddar 
donned atop a truck, signifying the end of 
mourning and a new resolve; or limpid eyes 
that seem to look far beyond the hori/on at 
the dim outlines of a ness’ epoch. 

The images that together constitute 
charisma, establish an instant, almost 
chemical bond between the wielder of the 
images and the spectator; They suggest that 
the charismatic individual has an incisive 
insight, an infallible efricac^, an inner power 
through which he can grasp the most fertile 
.dreams of the spectators, and then through 
collective effort actualise the dreams; 
Dreams of renewal, of transformation: 
dreams of a moment when the stasis of fear 
would give way to a joyous dance, when 
a new consciousness and a new society 
would take shape. Thus the charismatic 
politician is essentially a Promethean Hero. 
He embodies the p'ossibility of enhancing 
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life of breaking away from the existing 
establishment. 

The individual imbued with charisma, has 
a strange duality: By virtue of the super¬ 
normal power suggested by the images, he 
standi apart—an object of deification. Yet 
at ihc same time the charisma represents a 
relaiion'ihip with the spectators so tn- 
timarethai he reaches into their innermost 
longings This duality is expressed in the 
contradictory impulse of the spectators 
spontaneously reaching out, and yet being 
afraid to actually touch their hero. Intimate 
contact between the charismatic politician 
and the audience is achieved indirectly 
thiough the mediating device of symbolic 
gestures. By way of illustration let us see how 
Zulfiqar Ali Bhutto achieved this: The dress, 
bearing and the design of the stage in sub¬ 
continental jalsas had traditionally been a 
device of p.sychologically distancing the 
audience from the speaker. The speaker 
normally gave a spruce look, dressed in stiff 
achkan or western suit, speaking in 
‘nastoleek’ Urdu or Oxbridge English. The 
stage was usually a raised platform with a 
stylised setting (flowers in a vase and water 
in a glass jug). The speaker stood immobile 
behind the rostrum. Each of the elements 
of a highly .structured stage design and the 
formal bearing of the speaker emphasised 
the distance from an audience that was 
unkempt and chaotic. Bhutto undermined 
this psychological distance by means of a 
number of symbolic gestures. For example: 

(i) During his speech he took off his coat, 
then progressively loosened his tie and un¬ 
buttoned his shirtsleeves. By means of these 
gestures he was demolishing the image of the 
conventional speaker and symbolically 
acquiring the unkempt appearance of the 
audience. He often wreaM havoc on the 
tidy stage. On 'one occasion during his 
sp^h at the Gaddafi stadium he.picked up 
the flower vase and threw it at his audience, 
smashing a symbol that served to separate 
him from them. 

(ii) His language did not have the streamlin¬ 
ed sophistication of the traditional politi¬ 
cian, but was often grammatically incorrect. 


fragmented, laced with earthy epithets from 
the local dialect. As he built up to an 
emotional crescendo, his voice often crack¬ 
ed and halted in mid-sentence. Through 
these devices Bhutto was reaching out to his 
audience He was sending the coded message 
that he was not delivering a speech but 
rather participating in a collective emotion; 
he was suggesting that contact with the 
audience was cracking his emotional 
defences: that ai a psychosomatic level he 
was one with the crowd. 

(iii) He achieved audience participation 
through rhetorical questions and rhythm. 
For example, he often posed a question and 
let the audience answer it in a single joyous 
roar. F^rhaps the most important gesture 
that brought the speaker and audience into 
visceral contact, was breaking into the dance 
rhythm of dama dam mast kaiander. The 
ancient rhythm through which the individual 
could momentarily transcend his separate¬ 
ness and experience the intoxication of col¬ 
lective being. 

It appears from these exam pies that while 
the charismatic politician by virtue of his 
charisma is a deified object, yet he achieves 
visceral contact with them through the 
device of certain images. 

The intimate contact that a charismatic 
politician can achieve with the people, 
enables him to unleash such mass emotion 
that drives ordinary politicians into an acute 
sense of inadequacy and fear. That is why 
the charismatic politician induces such 
extremes of either love or hate. Those who 
are gripped by the glow of his charisma, 
hereo worship him with a blind love. Many 
of those who are beyond his aura are ter¬ 
rified by his almost mystical connection with 
the people. They are engulfed by an equally 
blind hate. Thus the charismatic politician 
treads a dangerous path. He is subjected to 
adulation on a gigantic scale, and therefore 
faces the danger of losing perspective. This 
can make him a prisoner of his own per¬ 
sonality cult. At the same time his access 
over the emotional switch of his mass 
following can threaten the establishment, 
and marginalise the run of the mill politi¬ 
cian. This can give birth to conspiracies 
against his person. 

The iniages that constitute the vocabulary 
of charisma have the same effect on the 
spectator as magic or drama; There is in the 
mind of the spectator a momentary suspen¬ 
sion of disbelief. In the magical dream-like 
moment created the charismatic political 
personality a new vision of the future takes 
shape. It is important however for the 
charismatic politician to remember that 
while he can cast a spell over the audience 
and thereby have access over their deepest 
emotions, this spell is easily broken. Let us 
see how this may happen: 

(1) A pqlitical statemept that is located in 
the decaying foliage of the status quo rather 
than being rooted in the seed of the future, 
breaks the image of incisive insight, so essen¬ 
tial to charisma. 
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(2) The failure to achieve a declared strategic 
objective breaks the image of ii\fallible 
^ficacy. For example instead of attempting 
to achieve the declared objective of ‘all power 
to the people’, former prime minister Bhutto 
began to rule increasingly on the basis of the 
coercive apparatus of the state. 

(3) The magic can be broken bya political 
posture that suggests that his power is 
derived from the cstablishmeni-rather than 
the ability to actualise the dream of the 
people. For example during one of his last 
statements on TV, Bhutio thumping his 
prime ministerial chair declared “1 may be 
weak, but my chair is strong”. 

When images of incisive insight, o( infalli¬ 
ble efficacy, of the inner power to actualise 
the possible, are biokcn, then charisma is 
eroded in just the same way as an actor who 
forgets his lines can shatter the illusion of 
the .stage. 

There is little doubt that Bhutto’s 
charisma lost its sheen after 1971 because 
ot the erosion of the images indicated above. 
However it is equally ceitain that Bhutto’s 
last ordeal .served to regenerate his charisma; 
This time as a martyred hero. In the popular 
psyche, his pain and suffering during a long 
Incarceration began to represent the suffer¬ 
ing of the people under Martial Law His 
period m the death cell created the image 
of a prince sacrificing his body in slow 
degrees for the people. Ihc biokcn wire 
mesh of his bare bed dtawing blood from 
his back; the slow loss ot body weight due 
to an untended stomach ailment. His body 
shorn of its flesh, was held only by a fierce 
spirit of defiance: He continued to smoke 
his customary cigar and sip his coffee as his 
life ebbed away Before the curtain went up, 
Bhutto’s body, shorn of its flesh as much as 
of its sins, stood in stark silhouette on the 
horizon of public consciousile.ss. A flawed 
politician by the form of his death, had pass¬ 
ed into folk myth as a Faqir. As he had 
predicted in his last testament (‘If 1 Am 
Assassinated’), he did enter the ‘heart of 
history'. It is this ‘heart’ that throbs in the 
public psyche at the sight of Benazir Bhutio. 

Benazir Bhutto has inherited her father's 
mantle, but the sheen of its charisma would 
wane unless she regenerates tt with the 
specificity of her own per.sona-lily. In terms 
of the grammar of the image, thcie arc two 
important elements on the basis of which 
she can reconstruct a powerful charisma that 
is Bhutto, and yet Benazir: 

(1) She is a Bhutto daughter who underwent 
the anguish and shared in the ordeal of 
Bhutto’s last days, more intimately than any 
member of the public. So she embodies for 
the people the pain they themselves suffered 
as distant observers. She has the mystique 
arising from a closeness to Bhutto. 

(2) She is a woman (and now a mother) who 
represents the archetypal image of both pain 
and the struggle to regenerate a communi¬ 
ty. As a woman.she represents the synihesis- 
ing forces in popular consciousness, and a 
countervailing factor to the brutality and 
manipulativeness that have degenerated con¬ 
temporary politics. 


Benazir Bhutto’s pregnancy and recent 
child-birth has reinforced her image of 
fecundity and the nurturing of a new epoch. 
An epoch that will be characterised by a 
bridging of poliiical .schisms and a healing 
of the wounds sustained by the body politic 
duiing the dark night of the Zia era. It can 
be argued that the alchemy of a charisma 
that IS specifically Benaz.ir and Iran.scends 
Bhutto (or ’Bhiilioism’), would be compos¬ 
ed of three majoi elements: 

(a) Aiiisulaiiiig a programme that repre- 
senls a break fiom the '•laius quo. In that 
sp.Hc the imaginaiioii and longing of the 
community is stimulaled 

(b) C'omnuimealing the programme in 
terms of political imagery that laps into the 
ancient persona-lity ot the communities that 
mhabit Fukistan. 

(c) At the level of organisation to build a 
paity in which individuals of different 
talents can contribute and develop. Such a 
parly would formulate not only a strategic 
vision, but specily a set of proximate 
objectives. Scoring a series of victories can 
build a momentum of success, and cieate 
once again the image of infallible efficacy. 

We have argued that the charismatic poli¬ 
tician uses a set of images that induce in the 
audience a trance-likc state. There is a 
suspension of disbelief during which the 
audience van experience as us own possi¬ 
bility, the dream aiticiilated by the politician. 
The political vision even though it is e.v 
pent^uced \n the spccilic psychological en- 
viromnenl of a trance, may nevertheless be 
real insofar as it represents the rational 
creative possibility for the future. 

We have suggested that the set of images 
projected by the charismatic politician 
establish a particular relationship with his 
followers. Yet since the form of these images 
is primarily visual (gesture, posture) or 
auditory (tonal patterns of speech), there¬ 
fore, the relationship is only apprehended 
with its full psychic force when audience and 
speaker come into contact in a mass rally. 
This is a moment of symphonic splendour 
when the myriad pulses of the audience 
harmonise into the speech rhythm and 
gestures of the hero. His presence serves to 
give the crowd a unified personality; the 
speaker embodies the collective being of the 
.ludicnce and can thereby unleash the power 
of mass emotion. I'hus it would appear that 
the peculiar characteristics of the mass 
emotion generated by the charismatic politi¬ 
cian are (1) that it is momentary, and (2) that 
it is critically dependent on the presence of 
the politician before a crowd. 

It is in this perspective that we can under 
s tandlan .import ant. phenomenonlof Pakistani 
politics: While Bhutto could always attract 
a huge crowd, few attempted to save him 
when he was in the death cell. Similarly 
while Benazir Bhutto is confident about at¬ 
tracting large crowds at public meetings, she 
was less certain about sweeping the polls in 
the November elections. It is this uncertainty 
that might have induced her to admit a 
number of feudals into a party that has 


vowed to give ‘power to the people’. The 
presence of the charismatic leader is critic^ 
to the assembling of a crowd and its moment 
of passion. Unless the relationship between 
charismatic leader and the people is mgdiat ■ 
ed by organisation and a coherent political 
programme, such a leader will surely attract 
a crowd, but will never be able to direc/ It 
for sustained political action. 

My analysis has suggested that the nature 
of political charisma is that it is fragile and 
generates intense inough momentary 
emotion. What is the secret of retaining it? 
The answer lies not in the science of form, 
but ontology. Political charisma can only be 
sustained if the images that constitute it are 
reinforced m practical polities. The word and 
gesture he uses on the platform of a public 
meeting, retain their emotional resonance 
and power only when the hero proves his 
mettle on the stage of history. Charisma may 
be rooted in the ability to move the masses 
emotionally, but it can be retained only by 
the ability to direct them towards the fulfil¬ 
ment of a shared political vision. 

The period after the November elections 
provides perhaps the last opportunity in this 
century to establish democracy and the space 
for civil society m the power structure of 
Pakistan. The tasks before the new leader¬ 
ship aie daunting indeed; Eleven years of a 
thinly veiled dictatorship have polarised our 
polit.v along ethnic and regional lines; 
hum.tne values which knit together our 
community have been undermined; the 
individual citizen is gripped by a deep in¬ 
security expressed by a neurotic drive to 
make a quick buck at the expense of others; 
ill conceived policies have pushed the 
economy into a deep crisis, such that while 
there is a crippling debt servicing burden, 
the people are deprived of basic services like 
food, health, housing, transport and educa¬ 
tion; a self-serving foreign policy has created 
an acute threat environment on our borders; 
finally the political culture has been 
decimated to a point where the*people have 
lost their sense of outrage, and passion for 
freedom has in many cases been replaced by 
cynicism and fear. If civil government is to 
prove its credibility in the brief period of¬ 
fered to it, the new leadership has to enliven 
the political culture by the discourse of 
democracy. It must instil respect for an opi¬ 
nion different from one’s own. It must tap 
the creative energies of the people by 
building grassroots institutions through 
which they can participate in the stupendous 
task of providing food, housing, health, 
education and transport to all rather than 
a privileged few. A corrupt and inefficient 
administration must be decentralised and 
made accountable to the humblest citizen. 
The love and knowledge and the will to 
survive of the entire people will have to be 
harnessed. These are tasks that cannot be 
achieved by one leader alone. They will 
require a team effort. Charisma will have to 
be combined with organisation, programmes 
and systematic action. For the charismatic 
leadership electoral victory is the moment 
of reckoning. 
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REVIEW ARTICLE 


The Great Depression Revisited 

Lifnchuitz 

The Greal Depressiim: Delayed Recovery and Economic (Change in America 1929-39 by Michael Bernstein; 
Cambridge Univeisity Press, Cambridge. 


I 

SOMIi years belore her death, Joan 
Robinson observed that “ever since the I8th 
century, the indusinal revolution has been 
going ol'f like an irregular string of fire¬ 
crackers" Robinson was perhaps the most 
iconoclastic, but distinguished student of 
John Maynard Keynes and the torch-bearer 
into this generation ol the more critical 
Cambridge (England) tradition in economics 
which never was greatly enamoured of 
capitalism in the way llic leading men of 
Harvard and MIT always were. 

Certainly, the most devastating blast ever 
to go off along the sequential minefield 
described by Robinson occuried during the 
193()s. The experience continues to live in 
our collective inemones and haunts the 
financial pages ot the press whenevet 
markets shuddci ai the edge o( collapse like 
they did during Wall SlrecTs neai •meltdown’ 
in 1987 

In spile ol the past, an entire generation 
has grown up with the firm conviction that 
whatever dormant fealuies ot ciisis may 
loom beneath the suilacc ol our economic 
system, they have been leined in and tamed 
by the fiscal powers of the modern stale. Yet, 
as unprecedented deficits, trade imbalances, 
and debt continue to elude rectification by 
a variety o( political means, there lingers a 
small doubt, that the long verdict of history 
is still not in. The fear remains that within 
the economy there may vet exist a force 
which could render impotent the remedial 
powers of the stale at a particulai moment 
The 19.i0s was precisely such a time. The 
Cireal Depression was an unprecedented 
economic cataclysm which surpassed all 
previous economic crises of its kind. 

The late 19th ccniurv in America had been 
a period of trequcnl, if not chronic 
economic malady. As large scale industry 
emerged it brought in its wake new lot ms 
of economic and political turmoil. Theic 
developed a sequence ol alternating cirscs 
ot deailh and surplus in production attended 
by short and sharp vaiiaiions in ctnplov 
ment. More than any other economic pheno¬ 
menon. nitieleciilh century industrialists 
were haunted by tears of ‘overproduction’ 
and declining prices. 

However, the slumps which weie so fre¬ 
quent during the last three decades of the 
19th century, always seemed within a few 
years to roll upwards again before the peak 
would signal the next decline. De.spiie its 
travails throughout the thirty years which 
followed the Civil W'ar, American industry 
grew at a phenomenal rate relative to the rest 
of the world. It is in these decades that the 
foundations ol. American economic and 
political power were laid for the following' 


century. By the mid-l890s the United Slates 
had become the world’s leading industrial 
power. By 1910 American factories produced 
nearly twice the value of goods of its nearest 
rival Germany. In 1913 the US accounted for 
more than one-third of the world’s industrial 
production. What survived and persisted 
through the three main panics of the last 
century was the fact that overall trends in 
output, employment, and wages were con¬ 
sistently moving upwards. No prolonged or 
enduring period of collapse, where industrial 
activity simply failed to revive, had ever 
followed any crisis. What happened after 
1929 was new and of a magnitude nol 
previously witnessed. 

In the Great Depression that followed the 
Slock matkel crash industrial production in 
the United Stales dropped 45 per cent 
between 1929 and 1932. By 1933 nearly 25 
per cent of the worktorce was unemployed 
The average rale of unemployment loi the 
decade (1929-39) was 18 per cent. Manutac 
luring did not legain us pre-crash peak unti 
nearly the end of 1940. The phenomenon 
lasted more than ten years and without the 
.Second World Wai it certainly would have 
continued, although no one can say precisely 
for how long. 

Michael Bernstein’s valuable new study, 
The Great Depression: Delayed Recovery 
and Economic Change in America 1929-39, 
sets out to examine anew one of the most 
significant watersheds in American history 
which to this day also remains one ol the 
least understood. How many Americans, 
even among those claiming to be reasonably 
literate and educated, can offer a few plausi¬ 
ble thoughts which could explain the causes 
of the most devastating economic event for 
this country in this centuiy'? The tiuth is: 
vciy few. This in itself should draw our 
attention to Bernstein’s effort. 

His purpose is to analyse what was 
distinctive about the years which pieccded 
the crash and in particular to e.\plain the ex¬ 
tremely long duration which characterised 
the depression. In Bernstein’s view the 
answers are to be lound in what economists 
call the ’secular trends’ of an economy. In 
this respect, he is not interested in the 
familiar facile explanations that the slock 
exchange failed to function as it might have 
if only the proper rules and regulations had 
been in place or a few operational reforms 
could have been adopted. (It is a view which 
once again has surfaced in the Bray Com¬ 
mission report on October 1987.) Rather, 
Bernstein agrees with Galbraith's contention 
that “cause and effect run from the economy 
to the stock market, never the reverse”. But 
Galbraith in his own work never seriously 
attacked the deeper questions of causality 


which Bernstein begins to unlock in his 
analysis of secular trends Such trends are 
the backbone of any nation’s economic 
history against which specific developments 
are to be situated. 

According to Arthur Burns, another 
scholar of the thirties, a 'secular trend’ can 
be defined as a persistent, underlying move¬ 
ment of output over a period which is ‘long’ 
in I elation to the changes associated with the 
‘business cycle’ In this respect, such a trend 
within an industry or within an economy as 
a whole is iireversible within the pericids o( 
a business cycle, although it may be rever¬ 
sible wiihin a longer historical period. 

In studying such trends Bernstein unites 
Ins analysis with the principal theoretical 
insight which both Keynes at Cambiidge and 
the r’ohsh Marxist economist, Michal 
Kalecki, in Warsaw established in their 
writing 111 the 1930s, (Kalecki’s work actually 
preceded Keynes’ by three yeais, but having 
been published in Polish it received little ol 
the attention which an unorthodox niembei 
o( the British House of Lords garnered ) 
Both men had argued that a suKicienI level 
ol investment would not automatically come 
about even if l here exisied an adequate level 
ot savings for capital financing The flow 
of investment depended on other factors and 
most crucially the ‘inducement to invest’ was 
intimately linked to the level of effective 
demand in the economy as a whole. 

Furthermore, Keynes had argued that in 
a developed capitalist economy investment 
did not require a prior decision to increase 
savings. Stale authorities acting at a national 
level or firms could autonomously initiate 
increased outlays on investment at any stage 
lesulting in a corresponding increase in 
savings and investment. The key to recovery 
from the depression lay in the initiation of 
a new surge of investment that would have 
established new pioductivc capacity, created 
jobs, and expanded output. It simply never 
materialised. 

“In American economic history;’ writes 
Beinstein, "there is no greater puzzle than 
the persistent failure of investment activity 
during the depression of the 1930s to 
generate full recovery... This is the essential 
paradox of the thirties. Consumption was 
co.istraincd both by deficient investment and 
by political limits to counter-cyclical fiscal 
polity The solution, a recovery in net invest¬ 
ment, was not forthcoming. .’’ Except for 
Germany, which existed m the aftermath of 
military defeat and was burdened with war 
reparations imposed by the Versailles Treaty, 
no other industrial slate was as severely 
affected by the slump as was the United 
States. 

Industrial production in the United States 
fell more steeply and at a rate faster than 
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in any other industrial country The same 
was true for the recession in 1937 And when 
contrasted with other industrial states, the 
highest average rate of unemployment 
throughoui.the 1930s was to be found in the 
United States. According to Bernstein, the 
economic contraction was essentially one 
that svas •inicrnally based’ and thus the 
“United Slates led the rest of the world into 
the depression”. 

II 

But, the key issue tcinained. What was dif- 
lerenl about this crisis which appeared to 
completely ovcrwliclni the power of govern¬ 
ments to counteract it? “Why were iiadi- 
tional policies, which had seemingly work¬ 
ed in the past and which reflected a 
theoretical consensus of a generation of 
economisl.s. suddenly so perverse in the 
1930s? What had changed in the structure 
and opeiation ol the national economy m 
the mter-war pciiod to make orthodox 
economic thcors and policy inadci|tiatc?", 
asks Bernstein. 

Although it IS somewhat doubtful that 
belorc 1929 there existed very much of a con¬ 
cept, if any, of counter-cyclical policy on the 
pan of national governments, it is true that 
^traditional economic thcoiy considered it to 
be inconceivable that a downturn could ever 
be so steep and continue at such length 
without lemedy or wilhoiil the system 
‘righting’ Itself. 

Bernstein advances the argument and con¬ 
vincingly demonstrates that the impact of 
the Clash upon American manufactuiing 
was not unitoi m, but varied in a very parti¬ 
cular way. It is his view that if the response 
of specific sectors arc studied closely, 
characteristics are revealed which may ex¬ 
plain the extraordinary duration of the 
depression. What he found was that certain 
industries flourished during the mter-war 
period, including the depression decade. 
Generally speaking these were industries 
producing consumer noti-durable goods or 
goods which have a relatively short replace¬ 
able life (i c, food and clothing vs machinery 
and buildings). But, besides the non-durablc 
goods sector such as petrochemicals and 
food products, Bernstein found that a 
variety ol service industries and newer 
durable products such as home appliances, 
automobiles with luxury features, and com¬ 
munication equipment continued to expand 
despite overall conditions. 

His conclusion is that an underlying 
secular dynamic existed during the inter-war 
period which continued into the depression. 
The American economy, he argues, was in 
the midst of an important structural transi¬ 
tion when the October 1929 crash occurred. 
New industries were emerging and in his 
, view pos.sessed the potential for establishing 
a fresh direction for investment to flow info. 
In part, the emergence of new industries 
reflected changes in the character and com¬ 
position of demand with a tendency since 
the early 1920s for new sectors to emerge 
which-were oriented to more affluent strata 
within the economy. 

After the Second World War when 
demand for the output of these sectors 


would become more generalised these in¬ 
dustries would come to represent the leading 
edge of post-war growth. However, accord¬ 
ing to Bernstein the newly-emerging in¬ 
dustries had not yet achieved a sufficient 
weight and presence within the national 
economy to be in a position to lead the 
country into a new phase ot investment led 
growth But, it was precisely those sectors 
least alfecied by the instability of the 1930s 
which would gain an ever increasing impor¬ 
tance after the war. 

“The difficulty experienced by the 
American economy in the 1930s was an 
outgrowth of secular trends in development 
By the 1920s, the economy had entered an 
era characterised by the emergence of 
dramatically new demand patterns and 
investment opportunities,” writes Bernstein 
“These patterns and opportunities fore¬ 
shadowed and indeed encouraged a shift m 
the composition of national output? 
Bernstein argues that such a ‘qualitative 
transformation’ of the economy (i e, toward 
significantly new demand patterns and a new 
path for investment activity) already faced 
majot ‘impediments’ and when the crash in¬ 
tervened “the economy was blocked from 
sustaining the transition". For Bernstein it 
IS here that the essential e.xplanation is to be 
found for “why the slump continued for as 
long as It did" On this point, he writes; 
The financial collap.se of 1929 interfered with 
a smooth tiansiiion in the focus of American 
manufacturing activity along the lines of ihe 
seciilar tiansfurmation described carliei 
The crash created a massive disruption m the 
financial markets of ihe country, diasiicallv 
devalued capital stocks, gieally‘depressed 
levels ol disposable income, and, by virtue 
of the high iinemploymcni and rapid defla¬ 
tion II generated, so biased ihe already un¬ 
equal disliibulion of purchasing power as to 
virtually eliminate consumer and investor 
confidence. reduced investment lowered 
effective demand by lessening employment 
and thereby idled plant and employees. In the 
absence of bold government intervention to 
stimulate investment or direct government 
inveslmenl itself, the only road to recovery 
lay in an increase ii) private net investmeni 
expenditures Yet those firms generating 
enough revenues lo make possible net invest¬ 
ment and enjoying the kind of prospects to 
justify net investment were unfortunately not 
present in sufficient numbers to lead a 
general advance... 

Drawing upon the work of the Swedi.sh 
economist Erik Dahmcn, Bernstein indicates 
that in the course of its development an 
economy will expand through a sequence of 
‘development blocs’. Essentially these are sets 
of industries (i c, blocs) which are interlinked 
with one another with respect to the final 
demand of their products or the inputs they 
require. Food products and household appli¬ 
ances or petroleum and chemicals are ex¬ 
amples of each type. It is possible, the author 
say.s, that “the successful establishment of 
[new] development blocs can be obstructed” 
for a variety of reasons, such as the 
unavailability of large amounts of capital to 
underwrite whole blocs or a sustained level 
of effective demand. Bernstein, in fact, 
argues that after 1929 severe barriers did 


emerge to the “full development of industry 
blocs” with the principal barrier being the 
crash’s “dramatic disruption of the financial 
mechanisms of the American economy”. In 
this sense, Bernstein’s analysis has a conjunc- 
tural quality about it when he concludes “a 
financial crisis combined with a secular 
trend to create America’s longest depression 
on record. The Great Depression of America 
thus appears to have been the result of two 
mechanisms, one cyclical, the other seculad’ 

In short, had a mechanism existed to 
direct and deploy investment capital into the ! 
new sectors or blocs, then, Bernstein argues, 
an earlier and substantial recovery would 
have been possible. It is at this point that 
he enters into a discu.ssion which un¬ 
doubtedly is one of the most interesting 
chapters of the work, the New Deal’s 
economic policy. 

Foi more than a generation national 
economic planning has been the ’bug bear’ 
of American capitalism It si ill remains so. 
While other capitalist societies from Sweden 
to France, West Germany and Japan have 
all cmbiaccd various forms of industrial 
planning whereby the state has directed and 
facilitated capital^ investment into new 
sectors, Ihe finited Slates still clings to a 
policy which eschews any ostensible involute- 
incut by Ihe national authorities in plotting 
the direction and magnitude of indu.strial 
investmeni. 

What happened during the New Deal is 
crucial to understanding contemporary con¬ 
ditions inside ihe United Stales. For it is 
absolutely lascinating to observe how the 
American business community has self- 
righteously cut its own (hroat vts-a-vis its 
principal commercial rivals in the capitalist 
world. As America’s position in both the 
domestic and international market has 
steadily eroded, the Japanese and their 
powerful economic ministries for industry 
and international trade have no doubt 
watched with great amusement the quaint 
solemnity of the debates conducted between 
American conservatives and liberals over the 
virtues and vices of economic regulation and 
planning The liberals, of course, have been 
always overly anxious to prove that their 
notions of regulation have absolutely 
nothing to do with ‘.socialist plannitig’. These 
debates are so conceptually backward and 
banal, they do not even approach the 
question of national industrial planning. 

Ill 

Bernstein divides Ihe New Deal into two 
periods. In so doing, he rediscovers the 
Columbia University economist, Rexford 
Tugwell, one of the more interesting and un¬ 
conventional minds in FDR’s ’brain trust’. 
'Thgwcll played a significant role in the First 
New Deal and exemplified ’the planners’ in 
the early years of the Roosevelt administra¬ 
tion. In Higwell’s view, the central difficulty 
facing an advanced capitalist economy such 
as the United States was the social co¬ 
ordination of investment. 

In his view this was required in order to 
avoid ‘disproportionality crises’ whereby 
certain sectors of the economy grew out of 
balance with one another. TUgwell noted that 
in times of economic crisis capital tended 
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to go on ‘strike’, avoiding the very investment 
which Keynes would later observe was re¬ 
quired for recovery. In Tugwell’s opinion, if 
business confidence lacked a sufficient 
‘inducement to investment’, then business 
had to he induced to invest. 

FDR himself apparently believed the 
depression to be the outgrowth of the ’antics 
of the newer rich’ that led to the 
‘mismanagement of corporate surplus’. 
Whether or not the exclusive management 
of capital by the ‘older’ rich ever existed as 
such or was inherently a more stable ap¬ 
proach remains a rather dubious proportion 
However, despite FDR’s distraction on this 
point, for the First New Dealers “the task 
of national policy”, according to Bernstein, 
‘‘was to ensure that the ‘capitalists behave’”. 
Indeed, it was lUgwell’s understanding that 
capital surpluses tended to become locked 
within older industrial sectors, particularly 
in those areas which had become concen¬ 
trated or monopolised. Therefore some 
means had to be tound to attach these 
surpluses and direct them into new fields of 
investment activity. 

Inasmuch as he had a theory of the 
depression, T\igwell considered that an 
“accumulation of undistributed corporate 
surpluses |by large lirms| was an important 
cause of ‘overproduction-underconsump¬ 
tion—that is, of crises”. A form of industrial 
planning was required even by a capitalist 
society, if an adequate level of investment 
to ensure growth was to be sustained. As 
Bernstein noted: 

Tugwell and others had specific economic 
arguments for the need to influence the most 
important activity in which entrepreneurs 
engage—inve.stment. In essence, the goal was 
for capitalists to have a broad vision of the 
importance and impact of their decisions, not 
a short-sighted one. The disposition of 
surplus funds had to be made on the basis 
of a ‘national point of view' if intermittent 
cyclical instability and secular stagnation 
were both to be avoided. The basis of 
economic growth, investment expenditure, 
had to be co-ordinated on a national scale 
Bernstein goes on to chronicle the political 
defeat of the ‘planners’ in the First New Deal 
who had hoped to construct an investment 
planning mechanism. Tugwel had advocated 
an undistributed profits tax which would 
have been one method by which to mobilise 
capital funds in a manner conducive to 
recovery, growth, and development 
Although briefly passed by Congress in 
1936. it was repealed tn 19.38 
The story of how the nucleus of a social 
democratic direction to investment planning 
was reversed and defeated in the New Deal 
period is a fascinating tale which is little 
known a half century on. “[The] failure of 
the planning apparatus to overcome the 
political opposition”, writes Bernstein, 
“...had profound consequences for the 
subsequent ability of the American state to 
deal with economic problems”. Furthermore, 
the author shows how the business com¬ 
munity was deeply divided along very com¬ 
plex lines as to the course to be adopted 
regarding a national economic policy of anti¬ 
depression measures. In the end, the New 


Deal retreated from the “bold, persistent 
experimentation” which Roosevelt had 
called for in his first presidential campaign. 

The measures which the New Deal took 
in ameliorating the worst human suffering 
by giving jobs to the unemployed on public 
works projects was of immense importance 
to the millions it kept from starvation. This 
can never be forgotten. However, it must also 
be recognised that in the end the New Deal 
never broke the depression or brought it to 
u close. There were nearly as many un¬ 
employed in 1938 as there had been in 1931. 

But, then the war changed everything. As 
European war orders poured in during 1939 
all indices of production and employment 
rose. Indeed, war is usually a very high con¬ 
sumption affair. As such, it took the Second 
World War to establish the rudiments of 
planning in the American economy. The war 
production board and associated agencies 
not only mobilised savings, but directed the 
course of investment. What business was 
unprepared to accept for recovery in 
peacetime, it readily embraced in war. The 
concepts which TUgwell and the First New 
Dealers had pioneered were adapted for the 
purposes of war mobili.sation 

Although no formal structure was evolved 
by which the state became a direct institu¬ 
tional investor via either nationalrsed sectors 
or targeted lending by state banks such as 
in Europe, a system of state contracting for 
goods and services did emerge. Through this 
device the level of effective demand in the 
economy was dramatically increa.sed and 
some measure of direction could be given 
to the composition of output. As a pattern 
and a ‘Keynesian’ technique for regulating 
the level of demand, it would .survive as a 
prominent feature of state activity in the 
post-war economy. 

IV 

Bernstein has presented a thesis which 
clearly deepens our understanding as to why 
the depression was one of such extraordinary 
duration and severity. However, we are still, 
somewhat at a loss with respect to the ques¬ 
tion of causality. Bernstein argues that if the 
transition from an era of ‘older’ industries 
into emerging ‘new’ sectors had been 
accomplished through the channelling of 
capttal resources into these nascent, yet 
dynamic sectors, then the depression could 
have been broken and capitalism would have 
been lifted onto a plateau of growth. Indeed, 
in many respects the war and the forms of 
economic planning that emerged during it 
accomplished these tasks at least through the 
period of mobilisation. 

Yet, before the war, that is during the thir¬ 
ties, says Bernstein, there were ‘impediments’ 
which ‘blocked’ such a succesful 
autonomous transition. That is one which 
might have occurred without industrial plan¬ 
ning or state intervention in some form. 
Chief among the impediments was the 
disruption of the financial markets and the 
tendency of older sectors to trap resources 
within moribund markets. The Tinancial 
markets failed to function in a manner 
which would have effectively shifted capital 
resources from declining areas into emerg¬ 


ing ones, capable of fostering economic 
growth. In this respect, they were ‘defective*. 

Bernstein manages to avoid Galbraith’s 
warning not to overemphasise what happen¬ 
ed on Wall Street since; as we have previously 
noted, “cause and effect run from the 
economy to the stock market, never the 
reverse”. Essentially, it remains Bernstein’s 
view that it was the conjuncture of the crash 
with the secular trend which devastated the 
decade. As a description of the debacle, this 
may suffice. For some, however, it may not 
provide a sufficient explanation with respect 
to causality. 

In the shadows of Bernstein’s discussion 
is a dispute with a set of writers who argue 
that certain tendencies toward .stagnation 
wiinc.s.sed during the depression were the 
consequence of long-term historical develop¬ 
ments. They had now made their appearance 
in the more advanced stages of capitalist 
development Bernstein is unprepared to 
accept the conclusions of men like Paul 
Swee/y and .loscf Steindl who maintain that 
by the 1930s capitalism had reached a level 
of development, or maturity, whereby the 
more dynamic and innovative qualities of 
capitalist enterprise were being overshadow¬ 
ed by newer forces These were also linked 
to deep seated ‘secular’ trends in the develop¬ 
ment of the economy 

With the establishment of modern in¬ 
dustry and the emergence ol large-'cale pro¬ 
ductive enterprise, capital accumulation and 
the orgain.sation ol industry became increas¬ 
ingly centralised into vast concentrations ot 
capital. More and more the form ot in¬ 
dustrial organisation for industry became 
one centred on oligopolistic or monopolised 
fotiiiaiioiis These possessed an extra¬ 
ordinary capacity for productive output and 
for further accumulation. But, there also 
arose a new feature to the old problem of 
‘disproporiionality’, now exacerbated by 
monopoly, whereby investment m certain 
sectors ‘overdeveloped’ relative to the prevail¬ 
ing level of demand in the economy as a 
whole. This ‘overaccumulation’ aspect of a 
disproporiionality crisis could have a power¬ 
ful effect on the inducement to invest, 
weakening it, and giving rise to features of 
stagnation. 

Keynes never addressed this issue directly. 
However, he recognised an essential aspect 
of this dilemma when he observed the “drag 
on prosperity which can be exercised by an 
insufficiency ol effective demand”. The key 
to understanding the stagnation of .the 
thirties lay in identifying what underlying 
force, it any, weakened the inducement to 
invest. With his emphasis upon investment 
as the pre-eminent and most integral com¬ 
ponent of effective demand, apart from 
workers’ and rentiers’ consumption, Keynes 
went well beyond the notions of more tradi-' 
tional underconsumptionists, who failed to 
include investment in the determination of 
final demand. But, Keynes was more in¬ 
terested in devising remedies to be under¬ 
taken by the state authorities in order to re¬ 
establish levels of demand and investment, 
than in studying what changes in the 
historical development of the economy 
might lie behind a weakening of the induce¬ 
ment to invest. 
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It was Michael Kalecki who offered a 
more forceful insight into the same issue by 
posing the question within the framework 
of any economy'’s evolution historically. 
Kalecki noted that there appeared to be a 
"slowing down in the growth of capitalist 
economies in the later stages of their 
development”. In Kaiccki’s mind the ques¬ 
tion of whether or not capitalism possessed 
an inherent tendency to expand the capacity 
to produce consumption goods more rapidly 
than the demand for consumption goods 
had been partially superseded by the issue 
of whether the process of concentration 
itself had given rise to new forces which 
could impede and weaken the inducement 
to invest, thus evoking tendencies toward 
.stagnation of a wholly new type. 

Kalecki observed that "the discrepancy 
between the development of productive 
forces and the markets for their products 
constitutes one of the main contradictions 
inherent in the capitalist system”. But the 
deeper question which Kalecki went on to 
raise but never explored in depth was 
whether there existed a direct relationship 
between what he termed the ‘degree of 
monopoly’, and the possible existence of 
structural forces of stagnation that had 
emerged with the development historically 
ot monopoly capitalism. This is the theme 
that became the central concern of both 
Josef Steindl’s Maturity and Stagnation in 
American Capitalismx and Monopoly 
Capital by Paul Sweeky and Paul Baran. 

What remains at the centre of the dispute 
between Bernstein and these writers is 
whether or not the weakening in the spur to 
private investment which occurred in the 
1930s was more than a problem of assuring 
an effective and smooth transition of investi- 
blc resouR-es from stagnantsectors to emerg¬ 
ing ones. Without question Bernsiein 
accepts that a form ot economic stagnation 
of a new type and severity emerged in the 
1930s And. he argues forcefully that “to 
escape stagnation, capital had to be 
redistributed either to more competilivc 
sectors oi to new induslries". 

This is precisely what the First New Deal 
proposed to do by establishing a national 
planning mechanism which would ‘re¬ 
distribute’ and ‘direct’ capital into new 
sectors. But, 'he initiative was defeated by 
Roosevelt’s opponents, effec\ivcly emascula¬ 
ting the one state sponsored action which 
might have reversed ihe slump This was 
social democracy’s first still birth on 
American soil. By Bernstein’s own testimony 
the New Deal in the end had little effect in 
reversing the course of the depression, even 
if it humanely ministered to millions of its 
victims. The necessary political realignment 
failed to occur which would have placed the 
‘commanding heights’ of the economy at the 
disposition of a social democratic initiative. 

The difficulty between Bernstein and the 
so-called ‘stagnationist school' centres on the 
questions of ‘cause’ and ‘remedy’. Bernstein 
rejects the view expressed by Kalecki, Steindl, 
and Sweezy that the emergence of a npv 
stage in capitalist history, linked to the rise 
of monopoly capital and its attendant forms 
of industrial concentration, might somehow 
weaken the inducement to invest to such a 


degree that it could cause stagnation on the 
scale witnessed during the depression decade 
(1929-39). “The stagnation ^argument 
mistook qualitative changes in demand 
during the inter-war period for the perma¬ 
nent exhaustion of a fixed set of investment 
opportunities”, he writes. “It neglected the 
powerful ability of modern enterprise to 
respond to and influence secular change!’ 

Bernstein maintains that whatever in¬ 
fluence the ‘Steindl effect’ might have had, 
it was masked in the record. I f one tarefully 
inspected the industrial ledger one could Find 
that “some highly concentrated industries 
were relatively vibrant during the 1930s, 
whereas others that were less concentrated 
were virtually moribund”. Bernstein has 
offered a precise and telling critique of 
Steindl’s general study through his own 
exacting investigation of America’s industrial 
structure during the thirties, but he has not 
engaged Steindl on the fundamental ques¬ 
tion of analysis. How does one explain the 
phenomenon of crises in general, and having 
done so, how then does one explain the 
experience of the 1930s in particular? To be 
fair to Bernstein, this was not the purpose 
of his work, although the question is 
certainly begged by his dismissal of the 
‘stagnationist school’. 

A generation ago Joseph Schumpeter, the 
grand old man of Harvard’s Economics 
Faculty, argued that waves of ‘creative 
destruction’ set off by industrial innovation 
would provide new directions sufficient to 
maintain the dynamic of capitalist beha¬ 
viour, Bernstein’s critique of the stagnation 
argument is firmly in the Schumpeterian 
tradHion. But the point remains (and i' is 
also Bernstein’s point) that despite the 
alleged “powerful ability of modern industry 
to to respond to and influence secular 
change”, it failed to do so in any auto¬ 
nomous manner throughout the thirties. For 
ten long years the economy grimly sal in a 
slump waiting for Schumpeter’s wave to 
arrive. 

In the end, it was the authority of Ihe state 
and the national government’s massive 
intervention in organising the economy for 
war which broke the back of the depression. 
The only major innovation involved was a 
departure of historic proportions following 
which the ‘new industrial state’ in the US 
never looked back again on its designated 
role as national manager of the level of 
effective demand. The weight of government 
expenditures since the Second World War 
has proved indispensable in sustaining 
economic growth, despite the hyperbole of 
that unique American species of Neanderthal 
men— ‘the debt/spending conservatives’. 

The point argued by Kalecki, Sweezy, and 
the Marxist ‘stagnation school’ was precisely 
this. They maintained that while tendencies 
toward stagnation had now emerged as a 
prominent feature of modern capitalism, the 
state through its capacity to tax, generate 
debt, and spend could function as a signi¬ 
ficant counterforce in sustaining the level of 
effective demand in the economy as a whole: 
Although it could take the form of ‘demand’, 
which was overly dependent on constant war 
preparations (an exclusive state contract 
sector), built on a burgeoning foundation of 


debt, the creation of state-sponsored 
mechanisms designed to stimulate demand 
whenever the economy slackened was ''■[ 
crucially important in sustaining post-war 
economic growth. Undoubtedly, such ‘solu¬ 
tions’ possessed their own special dilemmas 
and limitations which over time might 
ultimately undermine original objectives. 
Even ‘military Keynesianism’ and other 
stimulative measures have their fiscal limita¬ 
tions and when these are reached, the pro¬ 
spect of stagnation threatens to re-emerge. 

Moreover, the ‘monopoly capital school’ 

(a term perhaps at least as, if not more, 
informative than ‘stagnationist’) argued that 
Schumpeterian-siyle technical and in¬ 
novative waves, which have the potential 
both to destroy capital stocks by establishing 
their obsolescence and to create new fields 
for capital investment, might instead face 
institutional obstacles to their advance. 
Large corporations dominate the modern 
international economy. Although they may 
not be completely hegemonic, where it 
counts they are. 

In thisTespect, Paul Sweezy has observed 
that technological progress is mainly under 
the control of the big corporations which are 
careful to regulate both the kind and rate of 
introduction of innovations in a manner 
which reinforce rather than undermine 
existing monopoly positions: 

Innovatioas are no longer typically embodied 
in new firms representing new investment and 
having the effect of depreciating or wiping 
out the capital of old firms. On the contrary, 
innovations are now typically introduced by 
huge firms which have to think not only of 
the effect on their own capital structure but- 
also of the possibility of retaliation if they 
encroach too much on the interests of their 
oligopolistic rivals. The result is a bias in 
favour of certain kinds of innovations—those 
yielding entire new products and those reduc¬ 
ing costs as against what have been called 
output increasing innovations—and in favour 
of a strictly controlled rale of introduction. 

Uiidei these circumstances, it is obvious 
that a high but carefully regulated rate of 
technological innovation is compatible with 
a low or even zero rate of net investment and 
hence a chronically depressed economy. 
There is no reason, in other words, to make 
the Schumpeierian assumption that now or 
in the future waves of innovations must 
necessarily be associated with waves of 
increased investment. 

Sweezy regards it as no longer legitimate 
to transfer to monopoly capitalism 
‘hypotheses or conclusions’ derived from an 
understanding of how a competitive system 
once functioned. This dispute, however, has 
existed for a long time and it will not be 
settled here. Indeed, as a matter of differ¬ 
ing perceptions, it may not be settled at all. 
But, these differences should not detract 
from a recognition that Michael Bernstein's 
volume The Great Depression has reopened 
a chapter in American economic history 
which demands the attention of a generation 
born beyond these cataclysmic years. The 
intellectual smugness, which now pervades 
our economic institutions and our 
memories, needs to be shaken up, and 
Bernstein’s work is the place to begin. 
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Emergence of the Intelligentsia as a 
Ruling Class in India 

Ashok Rudra 

There is general agreement among Marxian analysts of Indian polity that it has two ruling classes: one with 
base in agriculture and the other with base in large industry. This paper argues that while this was true during 
the first two decades, there has been an important change in this regard—the intelligentsia has become a member 
of the ruling coalition. Further, this class has not acquired the position of power through any struggle with the 
other two pre-existing ruling clas.ses; it has been, the author argues, co-opted by the other two into the coalition. 


I 

Introduction 

WHAT we propose to achieve in the course 
of the paper is to make a case for the thesis 
that the intcllit’enisia in India has become 
a ruling class, as a result of which the coun¬ 
try now has a coalition of three ruling 
classes. Of course, we are not in a position 
to defend our thesis in a definitive manner. 
Instead of calling it a thesis, we should 
perhaps be better advised to call it a 
hypothesis. 

There cannot be any controversy about the 
other two members of the coalition. These 
two others are, on the one hand, a class of 
big industrial capitalists (loosely called 
monopoly capitalists, big bourgeoisie, etc) 
and the class of big landowners (variously 
called landlords, kulaks, rich farmers, etc). 
There are of course great differences among 
students of the subject as to the exact iden¬ 
tities and boundaries of these two classes, 
i e, on the question as to who belongs and 
who does not belong to either of these 
classes. There are also lots of diffcicnces as 
to the roles played by these classes—to what 
extent the industrial capitalists arc com¬ 
prador, to what extent the big landowners 
are ‘feudal’ or ‘capitalist’, how big is a ‘big’ 
farmer or a ‘big’ industrialist, etc. But with 
all these differences there is agreement 
among all Marxian anuKsta of the Indian 
polity that it has two luliiig classes, one with 
base in agriculture and the other with ba.se 
in targe industries. W’e too hold that this was 
true of the Indian society during the lirsi 
two decades after independence. What we 
are advancing as a thesis, or rather a hypo¬ 
thesis, is that there has been an important 
change in this iiiattei in the coui-e of the 
last foqr decades. The change has oeen for 
the intelligentsia to become a member of the 
ruling coalition. It is as well to state at the 
outset that this class has not acquired the 
position ol power through any struggle with 
the other two pre-existing ruling classes. This 
cla.ss has been, in our understanding co¬ 
opted by the other two into the coalition. 

We have thought it fit to make a complete 
statement of our hypothesis without waiting 
to define and qualify the technical terms that 
have been used. It will be now our first task 


to define, explain and qualify these technical 
terms which arc (a) clas.s, (b) ruling class, 
(c) coalition of ruling clas.ses and (d) the in¬ 
telligentsia. This is necessary not only for 
the benefit of non-Marxist readers. There is 
no agreement at all among Marxist scholars 
about the precise meanings of these terms 
belonging to the Marxian theory of classes 
and the Marxian theory of the Slate. Quite 
a lot of controversies and confusions are 
given rise to by different meanings being at¬ 
tached to these terms by different users. It 
is only natural that we should want to avoid 
such avoidable misunderstandings. It goes 
without saying that even after that there 
would be lots of differences of opinion on 
the substantive points of the hypothesis we 
are propounding. 

Out second task would be to advance 
arguments and empirical evidences in sup¬ 
port of this thesis 

II 

Dffinitions and Explanations 

The Concept or Class 

It is necessary before everything else to 
state clearly our understanding and defini¬ 
tion of a social class.' We take the liberty 
of quoting from a paper (Rudra 1988) of our 
own’ 

Classes are, of course, social groups, but not 
all social groups are classes. By ‘social group' 
IS meant a collection of individual members 
of a society with some common charac¬ 
teristics and interests, primarily economic. 

A class is a set of individuals who have 
'similar' relations with the means of produc¬ 
tion (owners of the means of production, 
users of the means of production, etc) and 
who are such that they have no ‘contradic¬ 
tions’ among themselves but who have ‘con- 
radictions’ with members of other classes. By 
contradiction, wc mean conflicts of econo¬ 
mic interest that are structural in origin and 
therefore not transient or conjunctural but 
durable under varying circumstances and 
therefore with historical dimensions. 

We talk of contradictions when the con¬ 
flicts of interests between two parties are 
such that even when the conditioning cir¬ 
cumstances change a great deal the interests 
remain in conflict with each other. As an 


economy passes through different conjunc¬ 
tures, as different prices move in different 
directions, as certain taxes are removed or 
lowered and certain others imposed or aug¬ 
mented, controls are imposed or relaxed, etc, 
the interests of different members of the 
same class are affected in similar fashions, 
whereas the interests of members of different 
classes are affected differently.^ Under cer¬ 
tain circumstances, the interests of different 
classes would be such as to be mutually an¬ 
tagonistic, by which I mean that if the in¬ 
terests of the members of one of the classes 
are to be furthered to a certain extent, those 
of the members of the .second class would 
have to be lessened to a defined extent. There 
may, of course, be situations where such an¬ 
tagonistic class contradiction does not come 
up to the surface but remains as a 
potential. ^ 

One may wonder from where we have got 
this definition JOur answer is: we have distill¬ 
ed it out of the writings of Marx, especially 
his historical writings. According to us that 
is the only way one can define and develop 
a concept of class that may be called Marx¬ 
ian. Of course, I am not the only one to have 
undertaken this task. During the last two 
decades there have been various attempts by 
Marxian scholars all over the world to give 
a somewhat rigorous definition to the con¬ 
cept of class. Noteworthy attempts have been 
made by Poulantzas, Eiik Olin Wright and 
Roemcr.’’ It will be noticed that while 
Poulantzas and Wright do not define classes 
like ourselves entirely in terms of contradic¬ 
tions, their concepts all the same attach a 
great deal of importance to the idea of 
classes having contradictions among them.’ 
On one point, however, we have important 
differences with Poulantzas. He .seems to 
hold the view that the class analysis of a 
society has to be exhaustive; that is, every 
individual has to belong to some class or 
other. Thus, he writes ‘in Marxism wc can¬ 
not admit to the existence of strata, frac¬ 
tions, and significant groupings outside of 
classes’ [Poulantzas 1977; 116]. We do not 
know whqt could be the basis of his being 
so assertive on this matter. We, on our part, 
hold that classes in the Marxian sense do not 
constitute an exhaustive classification of all 
the members of a society. That is to say, to 
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have a class analysis of a society does not 
mean that every individual member of the 
society has to be pigeon-holed into one or 
other of a number of classes. It is not an 
exercise in taxonomy. There may be many 
individuals, and not by way of exception, 
who cannot be assigned to any class what¬ 
soever. Indeed, it is one of our important 
contentions that a large proportion of the 
agricultural population of our country do 
not belong to any class whatsoever [Rudra; 
1988]. 

Our definition however has no point of 
contact with that of Roemer. We have very 
little understanding or sympathy with his ap¬ 
proach of defining classes in terms of 
hypothetical experiments about certain peo¬ 
ple withdrawing from the production rela¬ 
tions in which they are embedded. Such ex¬ 
periments obviously imply some alternative 
hypothetical arrangement of production 
after the withdrawal; but this alternative is 
never spelled out, and as a matter of fact 
it cannot be spelled out. This kind of 
imaginary experiments arc contrary to the 
very spirit of Marxism as we understand it. 
In our understanding historicity is the very 
essence of Marx’s concept of the world and 
Boemer’s experiment has obviously to be 
conceived outside history. 

Anyway, it is not our intention to make 
any critical survey, even a brief one, of 
Marxian concepts of class as developed by 
others. Given our self-appointed task of 
identifying the class character of the Indian 
state, we do not think that the requirements 
of scientific discourse call upon us to engage 
in such a critical survey. After all, if Roemer 
or Erik Olin Wright can write without mak¬ 
ing any references to Marxists like oursleves 
working in India, there is no reason why we 
cannot develop our own ideas in India 
without making an exhaustive survey of the 
literature which in any case is simply not 
possible because of the language barrier. We 
know very little about the development of 
Marxian thought that is taking place in 
countries like, say, .lapan and the USSR. 

THF CONCEI^T OF A RUl INC. CLASS 

This concept has a tendency to misguide 
the uninitiated because of the term ‘ruling’. 
A ruling class does not rule, at least not 
directly. The task of ruling, that is, running 
the apparatus of the State, is carried out by 
people who specialise in different tasks in¬ 
volved in running that apparatus. There are 
such institutions as the legislatures, 
ministerial cabinets, prime ministers and 
pnesidents, the judiciary, the bureaucracy, the 
armed forces, the police, etc. Local bodies 
also constitute parts of the State and in a 
country like India with a federal structure 
there are also the state level depositories of 
power. The people who perform all these 
functions at different levels have different 
class origins. But it is not by examining these 
origins that one can identify the class 
character of the State. Thus, as we have 
noted before, it is widely agreed that in India 
there are at least two ruling classes with 


bases in agriculture and industry respec¬ 
tively. Now, one will not find among the 
members of the parliament or assemblies or 
the cabinets very many people who are either 
big landlords or big industrial capitalists. 
The same would be true if one were to 
examine the class origins of the top 
bureaucrats. In a dictatorship, where there 
are no representative bodies like parliaments, 
the class character of the State cannot be 
judged by examining the class origin of the 
dictator or his close associates. These peo¬ 
ple who run the apparatus of the State at 
different levels constitute a section of the 
society about the class identity of which 
there is a lot of differences of opinion among 
scholars. Poulantzas, I believe, would treat 
them all or most of them as parts of what 
he tails the New Petty Bourgeoisie. Erik Olin 
Wright, if I am not misrepresenting him, 
would treat them as an example of his con¬ 
cept of people with ‘contradictory class loca¬ 
tion’. We, on our part, shall treat these peo¬ 
ple as parts of the intelligentsia. Whatever 
be the class characterisation of these people 
who actually carry out different parts of the 
task of ruling the society, they do not con¬ 
stitute a ruling class by that token. 

As the ruling class cannot be defined by 
the act of ruling, it calls for a definition. 
Once again, we are faced with a term and 
a concept which is used by all Marxist 
writers as if it is self-evident. Whereas one 
has rarely spelled it out in explicit terms. We 
have therefore the task of formulating our 
own definition. The definition runs as 
follows : 

A ruling class is one such that the policies 
pursued by the State, objectively and in the 
long-run, serve to further the interests of that 
class at the cost of the interests of other non¬ 
ruling classes. There may be more than one 
ruling class and in that case we talk of a 
coalition of ruling classes, a concept to 
which we shall have to give some more at¬ 
tention a little later. 

It will be noticed that the definition given 
by us is closely related to the concept of the 
State. That, however, is not peculiar to the 
definition advanced by us. In all Marxian 
analysis one means exactly the same thing 
by the two expressions ‘the ruling class’ and 
‘the class character of the State’. A central 
proposition of Marxian social science is that 
the State is never neutral between the dif¬ 
ferent classes in a society. The State 
necessarily serves the interests of a certain 
class (or classes) at the cost of the rest. It 
IS this class (or classes) which are called the 
ruling class or ruling classes and the same 
classes arc Used to characterise the state 
when talking about its class character. 

Attention may be paid to the point 
emphasised by us that the interests of the 
ruling class which ate served by the State are 
of a long-run nature. The short-run actions 
of the State do not exhibit the pattern of 
systematically serving the interests of any 
particular class or classes. That is because 
the State cannot but also take various ac¬ 
tions which would serve the short-run in¬ 


terests of the closes that are ruled, that is 
classes other than the ruling classes. This has 
to be done to maintain the legitimacy of the 
State in the eyes of the people as represen¬ 
ting interests of the people as a whole. The 
State has to take actions to give credibility 
to Its pretentions regarding democracy, 
socialism, etc. Even when not having to 
make such pretensions it may be necessary 
to make some concessions to the exploited 
classes so that they do not rise in revolt. All 
such action may mean some costs to the rul¬ 
ing classes. Any short-run analysis may be 
clouded by the occurrence of such State ac¬ 
tions apparently going against the interests 
of the ruling class or classes. 

We would not have thought it necessary 
to emphasise the point as it appears to us 
to be quite obvious. However, in one of the 
very few books devoted precisely to the very 
concept of the ruling class, namely. What 
Does the Ruling Class do When It Rules?, 
it is stated categorically ; “... when used in 
more complex contexts to denote ‘long-term’ 
‘objective’ of ‘true’ interests—that is to say, 
something other than factual preference— 
the notion seems to provide a spurious ob¬ 
jectivity to essentially ideological evalua¬ 
tions. The only effects we can consider in 
the present context are direct and immediate 
ones; if we were to go beyond these, we 
would incorporate the dialectics of social 
contradictions into the definition of State 
power, with, at times, the most absurd 
results" [Therborn; 146-147]. 

It is not at all clear to us why-such a 
forceful assertion is made. As not many 
arguments have been advanced, we have no 
other alternative but to ignore it. 

Some Unanswered Questions 

While it is agreed by all that the State 
serves the interests of certain classes at the 
cost of the others, the exact process in.which 
this takes place is an insufficiently explored 
area in Marxian theory of the State. The 
cliche that the State is nothing but a com¬ 
mittee to look after the interests of the rul¬ 
ing classes is much too simplistic. The pro¬ 
blematic is : how docs the ruling class rule? 
That is, how does the ruling class see to it 
that its interests are furthered by the State? 
The ruling class is not a single homogeneous 
actor. It has not got a single head, nor has 
it got a single set of interests. The State again 
is not ruled single-handedly by a person and 
that is true even of a dictatorship. So what 
happens? In a country with capitalists con¬ 
stituting the ruling class, do all capitalists 
sit together and decide upon the way the 
State should pursue its policies so as to fur¬ 
ther their interests? Do they, after that, dic¬ 
tate to the top leader or leaders of the State 
those decisions as so many directions? It 
does not happen that way. The usual answer 
is that mediation is carried out between the 
classes and the State by the political parties. 
That, however, is a very unsatisfactory 
answer. Because, the problem remains exact¬ 
ly as before. Do the capitalists all sit together, 
pass resolutions and hand them over to the 
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political parties? And do the political par¬ 
ties accept these dictates and pass them on 
as so many orders to the leaden of the State? 
One will agree that the reality is much more 
complex. All members of a class cannot 
possibly sit together and pass resolutions 
TQtreseming instructions for the political 
parties. Parties necessarily represent a 
plurality of class interests and also enjoy cer¬ 
tain amounts of autonomy vis-a-vis the 
classes and the State. The same is also true 
of the State ; the plurality of class interests 
served by it and its relative autonomy have 
to be accepted for any serious analysis. The 
mechanism by which class interests of ruling 
class or classes get translated into state 
policies is something that remains a black 
box in the Marxian Theory of the State This 
necessarily gives rise to another area of 
darkness, one covering the relations obtain¬ 
ing between two or more ruling classes when 
there is such a plurality. We have talked 
about a coalition of ruling classes. How does 
the coalition work? Surely, it does not work 
like a coalition ministry? That is to say, 
members of all the classes or their represen¬ 
tatives do not meet and decide in what way 
their interests would be served simultaneous¬ 
ly? The very fact that there are more than 
one class in the ruling coalition indicates the 
existence of contradictions between the in¬ 
terests of those classes. If that were not so, 
there would not be ruling classes, they would 
constitute a single ruling class. This therefore 
means that the State at times would pursue 
policies which would be serving the interests 
of one of the ruling classes at the cost of 
the other ruling class or classes. There would 
thus be a continuous tension in any such 
coalition. How the ruling classes continue 
to exist in the same coalition despite this ten¬ 
sion, how political management is carried 
out so as to prevent the coalition from break¬ 
ing up, is once again something that has not 
been researched upon sufficiently and there¬ 
fore remains inside the black box. We have 
to accept the black box as it is and see to 
what extent we can go in our analysis. 

iNTIil.LlC.rNTSlA, IDENTITY 

It would now be our task to clearly 
describe the people whom we are including 
. in the category we are calling the intelligent¬ 
sia. The general meaning atteched to it is 
more or less the same as that of non-manual 
labourers; that is, persons who earn their liv¬ 
ing by the sale of mental labour. However, 
people engaged in business and making pro¬ 
fit are excluded. But wage or salary earning 
cannot be insisted upon either as a criterion, 
as workers of the tertisu^ sector who earn 
income by selling services involving mental 
labour are included in the intelligentsia. 
Thus, in our category of the intelligentsia 
the following are included;^ 

1 All white collar workers in the organised 
private sector, from managers and top ex¬ 
ecutives down up to clerical workers 
(manual workers like sweepers, gate 
keepers, messengers, drivers, etc, however, 
are exclud^). 


2 All office workers in administrative ser¬ 
vices, from top bureaucrats right up to 
lower division clerks (excluding, once 
again, all fourth class employees as well 
as maintenance workers, technicians, 
security officers, etc). 

3 Ibachers (from the school to the univer¬ 
sity levels), doctors and nurses, lawyers 
and judges, engineers and architects, etc, 
whether salaried or engaged in private 
practice; whether in the private sector, in 
the government or government financed 
autonomous institutions. 

4 Writers, journalists, artists and other skill¬ 
ed workers engaged in various entertain¬ 
ment industries, the advertisement 
business, etc, once again, irrespective of 
whether they are salaried employees of 
public or private sector institutions or 
free-lancers. 

5 Professionals, politicians, trade union 
leaders, etc 

It may be noted that we are not making 
any distinction between office workers of 
sub-ordinate and supervisory levels. It is, 
therefore, clear that we are not following 
those who attach a special importance to the 
class position of the bureaucracy. The top 
bureaucrats, of course, exercise a lot of 
power; but our concept of class is not one 
of power relations. We shall discuss in 
greater detail this position later on. On the 
other hand, we have introduced a restriction: 
W; are considering only those office workers 
who belong to the organised sector. Office 
workers outside the organised sector of 
course share with those belonging to the 
organised sector the characteristic of living 
by non-manual labour but they do not 
belong to the class of intelligentsia for 
reasons we shall discuss later on. 

A very important section of our ruling 
class consists of professional politicians. 
These people man the institutions which give 
shape to State politics. They may be 
ministers, or members of parliament or 
as.semblies, or they may be outside any such 
bodies: they may belong to the ruling or to 
opposition parties. They all wield power to 
influence policy : MPs less than ministers. 
MLA’s le$s than the MPs, opposition 
members less than ruling party members. 
The amount of power varies, but it is there 
for everybody. As to implementation of 
policies, politicians do not participate direct¬ 
ly which is the prerogative of public servants; 
but they may nevertheless exercise influence 
over those servants in the execution of their 
duties. 

Categories 3 and 4 above differ from the 
first two in so far as they are mostly not 
salaried. Their importance in the intelligent¬ 
sia is extremely high. The importance of 
category 3 lies in their being possessors of 
scarce resources in the form of highly 
specialised skills. An additional importance 
of the fourth category resides in their being 
intellectuals and therefore performing the 
most important task of giving ideological 
directions to the people. 


The Common denominator 

It is necessary for us now to expose the 
elements of commonality between all the 
diverse elements that we have put together 
to define our third ruling class. The 
economic property common to all of them 
is that they do not themselves produce any 
values in the material product sense of value. 
Their income is derived from sharing in the 
surplus produced by those who are actually 
engaged in production. Unlike property 
owners, they do not appropriate surplus 
value by direct exploitation of the actual pro¬ 
ducers.'' Surplus is extracted from the 
labourers by the property owners and a pari 
of that surplus is distributed among them 
either by the property owners themselves or 
by the State which takes away a part of the 
surplus from the hands of the property 
owners by using various instruments of 
public finance. Members of this class 
therefore depend for their economic gains 
on the largesse of the other two ruling classes 
as well as the State. 

It is to be recognised that this common 
source of income in the surplus generated 
by others is the only common economic 
denominator of the otherwise diverse 
members of the class we are considering. 
There is no homogeneity whatsoever in the 
income wealth and level of living of the 
various segments belonging to the class. In¬ 
equality in these respects is indeed very high 
within the class. After all, we are including 
in this class school teachers and lower divi¬ 
sion clerks at one end and ambassadors and 
managers of enterprises at the other. 

The other common denominator of this 
class.is social. All members of this class 
belong to what is loosely called the ‘middle 
class’. (The intelligentsia belongs to this so- 
called middle class but not all members of 
the middle class belong to the intelligentsia.) 
They necessarily belong to the upper 
castes.* They constitute what in North In¬ 
dia would be called the ‘babu class’ and in 
Bengali would be described as ‘bhadraloks’. 
Despite economic disparity this class is 
closely knit in terms of kinship bonds. It is 
difficult to think of a lower division clerk 
who has not got some relative or other who 
holds a high position in the government or 
is a prosperous doctor or engineer. It is dif¬ 
ficult to imagine an Indian of this class settl¬ 
ed abroad and enjoying the standard of 
living of the middle class of western coun¬ 
tries who cannot find some near or distant 
relative who is no more than a school 
teacher' or an ordinary office worker in a 
private firm. 

This social homogeneity gives rise to the 
third common denominator of these diverse 
members of this class which is on the level 
of culture and ideology. Members of this 
class have got common social and personal 
values, a common life style, if not a com¬ 
mon life style at least common aspirations. 
The ideology of this class is a hotch-potch 
of the modern and the traditional, the 
western and the Indian, the radical and the 
conservative, rational and the superstitious. 
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The cultural homogeneity is of course 
relative. Ihking the intelligentsia by itself one 
can easily find very great divergences in the 
matters referred to above. What is so com¬ 
mon one may wonder, between the jeans- 
clad, drug-taking, young daughter of the 
business executive and the dumb, demure 
young wife of a lower division clerk? The 
homogeneity can be seen in its full impor¬ 
tance when one compares either of the two 
examples given above with members of the 
working class proper belonging to the lower 
castes. Their life style, values, attitudes, 
aspirations, etc, again with a lot of diversity 
within them, are so very different from those 
of the ‘babu class' that the two might really 
be from two different continents. There is 
indeed very little of communication between 
people of these two categories, so much so 
that people of the ‘babu class’ have little 
understanding of what goes on in the 
minds of the non-babu class people, even 
when they live and work in close proximity, 
say, in the capacity of employer and 
domestic servant. 

Ill 

Argiimi.‘nts and Evidence 

Contradictions with Oiher Ci.assi-s 

We have now to defend our proposition 
that the intelligentsia is a class satisfying our 
definition in terms of contradictions. As 
members of the class derive their income by 
sharing in the surplus extracted by the pro¬ 
perty owning classes, their interest lies in the 
total surplus being large. Therefore the in¬ 
terest of the intelligentsia is in consonance 
with the interests of the property owning 
classes who extract the surplus and are in 
contradiction with the interests of the 
labouring classes who generate the surplus. 

They have contradictions with the other 
two ruling classes '!bo, insofar as their in¬ 
come represents a deduction from the in¬ 
comes that may be enjoyed by the proper¬ 
tied clas-ses for the further expansion of their 
property bases as well as consumption. We 
thus see that the intelligentsia has got im¬ 
portant contradictions with the two ruling 
classes in agriculture and industry as well as 
the two labouiing classes in the same two 
sectors. 

Members of the intelligentsia have con¬ 
flicts of interests among themselves too, 
given that they have to share the same ag¬ 
gregate surplus. That however is relatively 
insignificant. 

We have therefore demonstrated that the 
intelligentsia constitutes a class with minimal 
intra-class contradiaions and maximal inter¬ 
class contradictions with other important 
classes in the society. 

Power base 

What could be the power-base of this 
class? Our definition of class, unlike those 
of some others, does not involve power rcla- 
tions.’ All the same, we have to ask this 


question, as the concept of ruling class in 
our sense docs require it to have some power 
which enables it to acquire this position of 
superiority. Before giving our own explana¬ 
tion we shall reject a few others that have 
been .suggested by other analysts to explain 
the privileges enjoyed by the intelligentsia. 
One line goes along the concept of 'human 
capital'. II classes are conceived in terms of 
properly, then one asks the question ; what 
c.vpiains the higher earnings of white col¬ 
lar workers, professionals, etc, compared to 
those of manual labourers? The answet 
given is that those people earn more by vir¬ 
tue of their ownership of 'human capital’. 
These people have invested money in acquir¬ 
ing education or higher skills and their 
higher income represents return on the 
capital thus formed. They are like so many 
capitalists: it is just that their capital is not 
embodied in buildings and machinery but 
is implicit in their higher skills. 

We do not find this explanation very 
satisfactory. If indeed incomes were returns 
to a kind of capital, then their earnings 
should be proportionately more with higher 
values of the capital. That is to say, the ear¬ 
nings among members of the intelligentsia 
should vary depending upon their levels of 
skill. That, however, is not true. A high level 
government official earns much more than 
a college teacher, but the fomer is not 
necessarily more endowed with skill or talent 
than the latter. Business executives are now- 
a-days recruited from among graduates; but 
they earn much more than university pro¬ 
fessors with lots of degrees. The same is true 
of bank officers. They do not require to be 
anymore than a graduate to enter the cadre, 
whereas a good MA is a prerequisite for 
most government jobs. Even in the narrow 
field of higher education, lots of PhDs roi 
as college teachers and lots of lectures and 
readers in universities arc appointed from 
people with ordinary MAs. Therefore, the 
argument is very weak that the level of skill 
is an important determinant of the level of 
earning in this branch. 

To explain the higher earnings ol people 
of the managerial or bureaucratic cadres, an 
alternative approach, also involving the no¬ 
tion ot capital, is to say that these higher 
earnings are returns to an asset in the form 
of control over managerial or organisational 
resources. The idea is that running any com¬ 
plicated activity calls for certain complex 
organisations. Access to the levers of such 
an organisation is a kind of asset which 
yields revenue. In this line of analysis a 
manager or a bureaucrat is once again a 
capitalist, his capital being not any particular 
skill acquired by him but his being in a posi¬ 
tion from where he can operate the organisa¬ 
tional machinery. This explanation is also 
not applicable to the intelligentsia as a 
whole. That is because, not all members of 
the intelligentsia belong to managerial or 
bureaucratic cadres. Most of them are 
workers with very little power over other 
workers. 


The power which lies behind the in-,? 
teliigentsia becoming a ruling class lies not? 
in any kind of capital or property but ! 
Its functions. The intelligentsia in our' 
country has to perform certain functions, 
which are so crucial as to have given it 
the power to become a ruling class. Our 
society, like all others, is run by a large 
number of institutions. Thus, the top 
political decisions are taken by the parlia¬ 
ment and the central cabinet. Similar 
decisions at the next level are taken by state 
legislatures and ministries. Personnel for 
these bodies—ministries and legislatures— 
are supplied by the political parties. Im¬ 
plementation of policies adopted by the 
government is carried out by administrative 
bodies. Provision of credit and other 
monetary matters are handled by banks, 
co-operatives, etc. Education is discharged 
bv schools, colleges and universities. Values, 
allitudes, opinions of the literate public, etc,_ 
arc inlluenced by books, newspapers, radio, 
rv. cinema, theatre, etc. Now a most 
staggeiing fact about India is that all these 
uisiituiions aic manned, practicallv from 
top to bottom, by people belonging to the 
iiuclligentsia. Cabinet ministers, members 
ol pailinnicnt and legislatures, the leaders 
and cadres of all the political parlies from 
the extreme right to the extreme left, govem- 
nieiii servants from the top secretaries to the 
lower division clerks, office workers in the 
private sector. Irom the top manager to the 
petty clerk, writers, journalists, artists—all 
belong to the intelligentsia. It is not only in 
policy formulation and policy implementa¬ 
tion that the intelligentsia plays a decisive 
role—it also sets the trends of values and 
attitudes for people belonging to the ‘lower 
orders’. We may make use of a certain im¬ 
agery to explain the role of the intelligent¬ 
sia m our society. The other two ruling 
classes, the capitalists and the rich farmers 
are like the owners of a car; whereas the in¬ 
telligentsia takes the seat of the chauffeur. 
The intelligentsia has not got the power to 
oppose the interests of the monopoly 
capiiahsis and the rich farmers. But it has 
the powei to so manipulate matters that its 
own interests are served along with interests 
ol the other two ruling classes. And being 
manufacturers of ideology, the intelligent¬ 
sia can see to it that its manipulations are 
cleverly hidden behind persuasive hyper¬ 
boles and rhetoiic in the name of the 
lowntrodden. 

We think that this role of the intelligent¬ 
sia is not true of all other countries. Thus, 
a trade union leader or a leader of a farmers* 
organisation in India necessarily belongs to 
the intelligentsia; but this probably is not 
true in many other countries. In America 
and Europe a farmers’ organisation is led 
by farmer leaders. A miners’ organisation 
would be led by miner leaders. Not so ht 
India. This overwhelming domination of all 
the organs of power in their actual working' 
by the Intelligentsia is what has made it 
possible to become a ruling class. 
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State Policy and the 

BOURGEOISIE 

We now require to show that the in- 
telliientsia satisfies our criterion of having 
systeputicRliy gained economic benefits as 
a Ittuif of policies pursued by the State. 
Before doing that, we shall briefly take a 
look at the applicability of our criterion to 
the two other ruling classes. 

That the big industrial houses have grown 
from strength to strength does not call for 
any elaborate domonstration. Sutistics 
jFdating to that is all too familiar and 
' without any ambiguity. One can however 
' point at various actions of the government 
' winch might have appeared in the short run 
: to counter the interests of the industrial 
capitalists. Not only the MRTP but the en¬ 
tire arsenal of controls, licences, quotas, etc, 
such actions as the nationalisation of banks 
and the establishment ot state trading cor¬ 
poration, etc, have long been interpreted as 
socialistic measures and therefore directed 
against the industrial capitalists. The fact re¬ 
mains that the industrial capitalists’ wealth 
has grown at a higher rate than that of any 
other class; and that has happened thanks 
to the plans providing private indastries with 
a heavy industry base and infrastructural 
facilities and the government spending fan¬ 
tastically large amounts by way of subsidies 
and loans to as well as of equity participa¬ 
tion in the private sector. If anybody requires 
a demonstration of how the public sector has 
been a hand-maiden to the private sector, 
how planning, in the name of establishing 
socialism in the country, has actually 
established an industry which is directed to 
the production of luxury goods, that would 
be an easy task but calls for a different 
paper. The present paper takes it for granted. 

State Policy and the Rich 
Farmers 

Likewise, the fact that the Green Revolu¬ 
tion strategy has led to a process of moun¬ 
ting prosperity among big farmers is 
something that we take for granted. 
Agricultural income continues to remain un¬ 
taxed. Ceilings and other land reform 
measures continue to remain unenforced. We 
have seen that one can think of many in¬ 
stances of government intervention which 
have adversely affected industrial capitalist 
interests in the short run. The same however 
is not true of the big farmer class. As a mat¬ 
ter of fact, one can think of not a single step 
taken by the government since the zamin- 
dari abolition that has affected adversely 
even slightly, even in the short run, the in¬ 
terests of the landowning class. 

In this connection, it will not be a digres¬ 
sion to comment on the much debated ques¬ 
tion of the so-called ‘urban bias' of our state 
policii^,' A certain increasingly influential 
opinion in the country would have it that 
State policies ha^e been favouring Industries 
at the cost of agriculture. The arguments, 
{.that hgMe been advanced involve compari- 
ons wper capita incomes in the urban and 
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rural sectors and index numbers representing 
terms of trade between the two sectors. Per 
capita rural income is indeed lower than that 
in the urban sector and terms of trade may 
indeed be going against agriculture (though 
the matter is controversial). The point that 
has been overlooked in this simplistic 
demagogy is that these are by no means the 
results of any government policy. As a mat¬ 
ter of fact, the government’s price policy has 
all along been directed entirely towards rais¬ 
ing the agricultural prices above what they 
would have been if they were left to market 
forces. Again, the government is responsible 
for pumping into agriculture huge amounts 
of capital through investments and loans 
whereas it is well known that in the resources 
disbursed by the government contribution 
made by the rich farmers arc minimal. 
Hence, whether the government ought to do 
even more for the rich farmer cla.ss or not, 
our criterion of being a ruling class is 
fulfilled—rich larmers have benefited 
systematically over time from the policies 
pursued by the state. 

Economic Gains Of im 

InTEL l lOt.NTSIA 

“We now come to the economic fate of the 
intelligentsia. Our first argument will be that 
this class has sysicinatically prospered over 
time. Oiir second argument will be that this 
has been the result of deliberate policies pui 
sued by the Slate. 

The fact that the intelligentsia has bene¬ 
fited economically during the last tew 
decades would be stouily oppo.sed by many 
members of that class. It would not be easy 
to convince them wi'h statistical evidence. 
It is well known that there is no systematic 
income statistics in the country. In our Na¬ 
tional income Statistics, no special attention 
is paid to the category we are delimiting as 
the Intelligentsia. The aggregate income of 
government servants is of course known 
from budgetary sources but that covers the 
fourth class employees which are excluded 
from our definition of the class. There is no 
means of knowing the salary income of 
members of our class belonging to the 
private sector. Practically nothing is known 
about the aggregate value of the various per¬ 
quisites given out to these people in cither 
sector. Income of professionals like lawyers 
and doctors is an area of total darkness. 
There would also be tricky index number 
problem for reducing money incomes to real 
terms. 

If, despite all these statistical difficulties, 
we are convinced about the level of living 
of the class going up, that is because of some 
indirect macro-economic arguments as well 
as some highly fragmentary direct evidences 
collected by us. The indirect argument is as 
follows. According to official statistics, the 
personal income component of the national 
income is indeed going up, though at a very 
moderate rate. But, according to government 
sources, about half the people still live below 
the poverty line. According to certain 
surveys, there have been practically no in¬ 


crease in the private consumption level of 
the average rural household. Putting all these 
things together one has to conclude that the 
moderate income rise at the national level 
must have meant a very immoderate rise of 
the income of some small sections of the 
population. Unless one wants to believe that 
all this rise has taken place only among the 
two ruling classes, namely rich farmers and 
big industrial capitalists, one has to infer 
that the income rise must have taken place 
among people other than those below the 
poverty line and also outside the other two 
ruling classes. 

Another indirect evidence may be obtain¬ 
ed from the production statistics of durable 
consumer goods, superior quality textile pro¬ 
ducts and various other non-essential con¬ 
sumer goods. The expanding markets for 
these products cannot but indicate increas¬ 
ing purchasing power in the hands of that 
microscopic minority which does not belong 
to the masses. Not all the gadgets, not all 
the silk sarees, not all the electronic toys for 
adults, not all the domestic and foreign 
travels, not all the modern apartments which 
are mushrooming in our big cities arc being 
purchased and used by the family members 
of monopoly capitalists and big farmers. 
Where arc all these goodies going? Obvious¬ 
ly to a section of the middle class! 

But the most direct evidence lies precise¬ 
ly in the body of facts which we shall now 
present regarding the government policy- 
directed at increasing the purchasing power 
of the class identified by us. 

iNCt'iMt Policy for the 
INTELLIGENISIA 

The State has got no income policy for 
the people as a whole. There are no norms 
as to the maximum tolerable extent of in¬ 
come disparity. The State pays no attention 
whatsoever to t he workers in the unorganised 
sector. But it takes very special care of its 
own employees. As is well known, govein- 
ment employees and ctnployccs of various 
institutions which are autonomous or semi- 
autonomous but financed by the govern¬ 
ment enjoy various provisions made for their 
economic well-being without their having to 
ask foi them, let alone engage in any kind 
of struggle. Thus, Pay Commissions are set 
up every few years to revise their salaries up¬ 
wards. Dearness allowances are paid to them 
with an indexing mechanism such that as the 
price level goes up the allowances increase 
automatically so as to neutralise, at least par¬ 
tially, the effects of price rise. This makes 
the intelligentsia indifferent to the infla¬ 
tionary policies of the State, for they are not 
affected. In addition, there arc various per¬ 
quisites like housing allowances, residential 
quarters, medical benefits (which inciden¬ 
tally are very unsatisfactory), various con¬ 
cessions like the ETC and a whole range of 
advances and loans to enable them to build 
houses and purchase vehicles and various 
other luxury consumer goods. It is not on 
record that government servants have ever 
seriously agitated to acquire these 


benefits—they have been given these as pure 
gifts. Many of these benefits are enjoyed 
all citizens of the developed capitalist coun-. 
tries of the west. The peculiarity in India is 
that the State uses public resources collected 
from the population as a whole to provide 
these benefits not to the population as a 
whole but only to its own employees. Once 
the lead is established by the central govern¬ 
ment all state governments follow suit. Then 
ail the autonomous government-financed in¬ 
stitutions formulate their own rules for 
benefiting their employees on similar lineii. 
While the lines are similar, they are not iden¬ 
tical. As such, within the public sector itself 
there is a fantastic variation in the patterns 
of income in kind'*’ which is hidden behind 
the facade of a more or less uniform pay 
structure. Salaried employees of big private 
enici prises cnjo> benefits vs hicli surpass 
those given in the public sector both in 
amounts involved and n varieties. 
(Employees of the unorganised sector are by 
contrast treated most shabbily.)" Of course, 
these benefits in the private sector are not 
imposed upon them by any state directives; 
but the state policies with regard to govern¬ 
ment employees act indirectly much in the 
same fashion as the support prices for 
agricultural products push up the prices of 
those products in the open market! 

As to people in professions engaged in 
private practice, the state support takes the 
form of omission lathcr than of commisson. 
There aie no controls over the fees charged 
even for such an essential service as that pro¬ 
vided by doctors. Private practising doctors 
may and do charge whatever they like and 
piovide whatever services they think fit. The 
same is true of lawyers. Justice in our coun¬ 
try prides itself in being blind-folded. As a 
result, insotar as advocacy has any effect on 
the course of justice, the poor are at a 
disadvantage. 

As to the fourth categoiy, namely, writers, 
artists, journalists, etc, there is direct state 
patronage in the form of grants and sub¬ 
sidies for publishing books and producing 
films and commissioning of painters and 
sculptors for decorating public buildings. 
Newspapers and other media industries 
receive support through government adver¬ 
tisements as well as loans. Important jour¬ 
nalists arc extended many perquisites meant 
for the top bureaucrats; in Delhi many such 
people enjoy the vast luxurious villas given 
out as quarters meant for secretaries. Impor¬ 
tant members of these manufacturers of 
ideology are often inatle members of delega¬ 
tions abroad. 

We have been talking about direct state 
patronage. But equally important, and in the 
case of those who are not salaried employees 
of the State even more important, are the 
taxation policies as applied to them. As is 
well known, the country’s public finance 
depends overwhelmingly on indirect taxes. 
But even in the area of direct taxes the treat¬ 
ment meted out to the members of the in¬ 
telligentsia is particularly soft. As to salaried 
employees, there are increasing provisiws 
for various exemptions clauses in addition 
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to the standard deduction, so much so that 
a person earning a monthly income of 
Rs 2,500 may not pay any tax at all. Given 
that for tax purposes husband’s and wife's 
incomes are reckonncd separately, a couple 
earning Rs 5,000 per month may also not 
pay any tax whatsoever. When it comes to 
non-salaried professionals, the tax 
authorities show undue leniency towards 
them. Doctors advocates, writers, jour¬ 
nalists, film stars, etc, are not known to be 
paragons of virtue declaring all their taxable 
incomes and the tax authorities are not 
known to try to discover them and to give 
out any punishment to the evaders. In the 
case of film stars publicly acknowledged tax 
evasion has to be counted in lakhs and crores 
and yet not one of them has ever been 
harassed or punished. 

As to politicians, it is well known that 
politics in our country is financed almost en¬ 
tirely by black money. Most active politicians 
do not have any visible sources of income. 
On the other hand, most of them spend 
money quite liberally. In then personal 
habits they may not be extravagant, but the 
compulsions of politics require them to 
travel around a great deal The travel ex¬ 
penses alone for any ordinaly politician 
would be quite considerable. 

Party funds remain a matter of mystery. 
There must be considerable amounts com¬ 
ing from foreign soukcs. I here cannot also 
be anv doubt that a considerable pan of the 
party fund,s are contributed by businessmen 
out of their black money The rcicvani point 
foi us here is that the income tax authorities 
do nothing about it Allowing business 
houses to evade taxes and pay politicians 
with their black money clearly reveals the 
State’s role as servitor of the interests on the 
one hand of capitalists and on the other of 
the intelligentsia to which class belong the 
politician.s. 

OTHER State Policies 

We have, in the previous section, discuss¬ 
ed in detail the policies which impinge direct¬ 
ly on the incomes in cash and kind of 
members of the intelligentsia. We shall now 
discuss certain other State policies which do 
not concern directly personal incomes but 
which never-the-less reveal State patronage 
being extended to the intelligentsia. 

Consider the allocation of resources for 
development. Consider the allocation for 
such sectors as public health, sanitation, 
transport, communication, housing, higher 
education, scientific research, tourism and 
what may be called international public rela¬ 
tions in the matters of sports and culture. 

In the field of public health, the bulk of 
the population has of course to depend on 
government hospitals and dispensaries. They 
remain in pitiable conditions which is 
reflected in the mushrdoming of private 
hospitals and nursing homes ail over the 
country. The government itself depends on 
these private peddlers of medical services 
when getting its VIPs treated with public 
funds. As tRSanitation, drinking water supp- 
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■ ly for all remains as much unattained a goal 
as that of primary education for ail childrep 
Malaria and many other epidemic diseases 
have made a come back and taking their tolls 
fioin among the poor,. Schemes for the 
supply of nutritious food for mothers and 
childicn have not even been thought of. 
Supply of an essential food item like milk 
IS ensured only in the very big cities. 

As to transport, one is computerising 
lailway reservations and building more and 
more international air terminals. But lakhs 
ol villages have still not got any roads in¬ 
side them and aie connected with the nearest 
highways only by muddy and dusty dirt 
roads 

As to communications, one can now 
watch cricket on the othci hemisphere on 
coloured 1 V thiough satellite transmission 
and the same high technology ensures 
smooth telephone conversation with cousins 
living III America But the postal system 
which serves the ordinary man is getting 
more and more expensive and more and 
more slow and undependable. 

As to housing, the slums of the megalo- 
polies remain the ‘Cities of .loy' that they 
are de.sciibcd so vividly by Dominique 
Lapieri e miles of squalor, garbage, shelters 
made out of junk, and hardly any toilet 
facilities. The government, however, has been 
spending huge amounts for building houses 
and giving loans at highly subsidised rates 
for those who can aflord Rs 2 lakh and up¬ 
wards for an apartment. It may be recalled 
that in the Soviet Union and the countries 
oi cast Europe, while nobody lived in slums, 
comfortable housing was a luxury denied to 
most people for the sake of saving steel, ce¬ 
ment, etc, for the heavy industries. Exactly 
the opposite is happening in India—the 
heavy industries are languishing and steel 
and cement are being eaten up by a boom 
in the house building industry. 

As to higher education, it is generally 
agreed that the country has got no perspec¬ 
tive in this field. Colleges and universities 
are being set up with scant regard for 
academic standards. The principal concern 
seems to be not education but the unemploy¬ 
ment problem. The aim is to create some 
jobs for teachers and to convert the open 
unemployment of the school leaving youth 
into disguided unemployment. 

On scientific research, our strictures may 
be less readily agreed upon. Symbolic of the 
mindlessness of our science policy is best 
represented by our space programme. With 
infantile enthusiasm the country has wanted 
to join the small club of space researching 
countries. Most developed countries and all 
third world countries other than India have 
kept away from this extravaganza. There is 
hardly any R and D in our industrial sec¬ 
tor. There is a lot of scope for improving the 
primitive technologies in agriculture and 
transport, symbolised by the age old bullock 
and plough and the bullock-cart without go¬ 
ing in for mechanisation of western models. 
Very little research has however been carried 
out with that end in view. Very litle research 


has been carried out for harnessing non- 
conventional energies. Research in all these 
fields would have enormously benefited the 
country. Space research on the other hand 
can bring nothing whatsoever to the coun¬ 
try. Not even prestige. For Indian scientists 
in this field are trailing so much behind the 
superpowers as to make their efforts look 
quite ludicrous. There cannot be any ques¬ 
tion that the programme exists only to 
satisfy the vanity of some scientists and 
some ministers and bureaucrats, all belong¬ 
ing to the intelligentsia. 

The country has been spending increas¬ 
ing amounts for promoting domestic and in¬ 
ternational tourism. International tourism 
IS sought to be justified in the name of ear- 
' mng foreign exchanges, though nobody has 
as yet carried out a cost-bengfil analysis to 
show how much the country has actually 
benefited at what cost But domestic tourism 
cannot be justified on any such grounds. To 
invest money in that field is clearly meant 
to benefit the middle class, inclusive of the 
intelligentsia, for the poor do not travel for 
pleasure 

The country has been spending a great 
deal for the noble cause of organising ex¬ 
hibitions of Indian culture abroad. There are 
lots of programmes for sending our ‘cultural 
messengers’ abroad. Along with writers and 
artists, dancers and musicians, there are 
always some chaperons who specialise in the 
art of international public relations. For the 
sake of sports, hundreds and thousands of 
crores are spend on various building ac¬ 
tivities, as was best seen in the case of the 
Asiad. Participation in the Olympics, from 
where not even bronzes are brought back in 
any number, is once again a highly expen¬ 
sive programme for entertaining the middle 
class. 

We have made a rapid survey of a number 
of different fields in which investments are 
being carried out by the State in considerable 
amounts. These investments are such that 
the beneficiaries in each case are members 
of the middle class. In most cases, a little 
examination will show that to benefit fully 
from these programmes one has to belong 
to that part of the middle class which we 
have designated as the intelligentsia. 

Before concluding the section, let us 
record that there are many other policies 
which do not involve investments but which 
nevertheless serve the interests of the in¬ 
telligentsia at t he cost of the people at large. 
A good example is the phenomenon of brain 
drain. There are some categories of skilled 
personnel leaving the country and settling 
abroad which are such that they could not 
have served the country in any fruitful 
fashion if they stayed back. In this case the 
phenomenon indicates the total aimlessness 
of our educational system, the resources 
spent on the training of the people concern¬ 
ed being totally wasted. In other cases, the 
migrants are such that their leaving the 
country causes difficulties for the domestic 
economy. In these cases it is not the educ- 
tional system that is at fault, but the policy 
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that allows the migration. It is not difficult 
to think of various ways in which the brain 
drain may be stopped. After all, passports 
have to be issued and various other 
documents required. There is everything to 
be said in favour of the closed-door policy 
pursued by the Soviet Union till recently. 
There is everything to be said to produce 
skilled personnel on the basis of careful 
manpower planning and insisting upon the 
trainees to sign bonds committing them to 
serve the country for a minimum number 
of years. Not only that this has not been 
done, there is no national service at all in 
our country on the lines of the compulsory 
services, military or otherwise, to which all 
young citizens of both the developed coun¬ 
tries of the capitalist west and the socialist 
east are subject. All youn^ people in those 
countries have to devote one or two years 
after they finish their basic education and 
before they begin their working life for 
rendering some services to the country 
against a provision of bare subsistence. No 
exceptions whatsoever are made to this rule 
for any VIP’s children. Nothing prevented 
our government to implement such a rule for 
those benefiting from the higher education 
system. The literacy problem could have 
been solved in a few years if one insisted that 
adult education should be one task in such 
a compulsory service programme. Health 
services in the countryside could have been 
improved enormously if it were made a con¬ 
dition that before getting a degree each 
medical student would have to serve for a 
year or two in some rural hospitals. The fact 
that such obvious steps have not been taken 
is one more clear proof that the families 
from among which these young people come 
to beneHt from our higher education system 
are in a position to make and unmake State 
policies and therefore, by the token, 
members of a ruling class. 

How TO Become a Ruling Class 

We now come to the last part of our 
analysis. We have to answer the question : 
how does the intelligentsia, without having 
any property base, become a tilling class? 
Our answer is as follows. This class did not 
become a ruling class by aquiring power 
through any struggle with the other two rul¬ 
ing classes. The intelligentsia, through its 
own efforts, acquired many of the privileges 
it enjoys. The remaining privileges have been 
given to it as gifts by the other two ruling 
classes for a very crucial political reason. 
This class has been, as it were, co-opted in¬ 
to the ruling coalition by the other two more 
powerful and pre-existing members. Let us 
amplify. 

We have described before how the 
members of the intelligentsia occupy all the 
position from where one operates the gears 
and steering wheels of the state machinery. 
We have shown before that politicians who 
formulate such policies, bureaucrats who 
supervise their implementation, the subor¬ 
dinate workers who carry out the actual im¬ 
plementation, and the trade union leaders 


who resist or do not resist the implementa¬ 
tion all belong to the intelligentsia. As such, 
members of the intelligentsia are in a posi¬ 
tion to prevent the implementation of all 
such policies that might affect their interests 
adversely, and promote the formulation and 
implementation of alt such policies which 
further their interests. It is therefore, not sur¬ 
prising that State policies which get actual¬ 
ly implemented should be such as to serve 
the interests of the intelligentsia. 

The political reason for the other two rul¬ 
ing classes co-opting the intelligentsia as a 
junior partner in the coalition is that it is 
the intelligentisia that provide; leadership to 
all the currents of political thought and 
action from the extreme right to the extreme 
left. Radical thinking and radical action are 
the prerogatives’of this class. If this, class 
is discontented they might promote restive¬ 
ness among the masses and make them 
challenge the hegemony of the erstwhile 
ruling classes. If there is ever any kind of 
a revolution in this country that would be 
led, in thought and in action, by the 
intelligentsia. If, on the other hand, the 
intelligentsia remains content with its lot, 
their tadicalism would remain restricted to 
postures and rhetoric and would not give rise 
to any challenge by the masses to the 
established order. As such, it is in the interest 
of the erstwhile ruling classes to have the 
intelligentsia as an ally rather than as an 
adversary. It has therefore been the strategy 
of the erstwhile ruling classes to buy up the 
intelligentsia. That of course means some 
prices to be paid by those two classes. They 
have to sacrifice a part of their wealth and 
income derived from surplus extraction. 
They obviously have found it worth the 
price. 

Notes 

[Based on the author’s Uharm Narain 
Memorial Lecture delivered at the Iiistituie of 
Economic Growth on November II, 1988. A 
revised and definitive version of the lecture will 
be published in ihe Indian Economic Review, j 

1 “While the concept of class pervades all 
Marxian analysis, it is a significant fact that 
in the entire classical woi ks of Marxism one 
does not find anywhere any adequate 
discussion of this particular concept. As is 
well known, the last chapter of the last 
volume of Marx’s Capua! was meant 
precisely to undertake this task; un¬ 
fortunately, the chapter was left unfinished 
after running for only one page and a half. 
Until very recent years political economists, 
sociologists, hi.storians, and other social 
scientists with allegiance to Marx did not 
devote themselves to finishing the task he 
set for himself but could not complete. 
Marxists have used the term ‘class’ as if it 
were self-explanatory, while all the time 
emphasising that for them the term stands 
for something very much different and more 
articulated than whatever is meant by non- 
Marxist social scientists when they use the 
same term in such phrases as ‘the middle- 
class’ ‘the jpper-class’, etc. This is, of 
course, very unfortunate. Taking as under¬ 


stood a meaning that is complex and has 
never been fully clarified cannot but give 
rise to endless confusions" [Rudra, 1988]. 

2 “The concepts of inter-class conflicts and 
intra-class conflicts obviously recall the con¬ 
cepts of inter-class and intra-class variations 
in the literature of analysis of variance. A 
little attention will show that what I am 
doing has more in common with what in 
statistical literature is called Cluster 
Analysis. In this latter problem, one does 
not start with a given number of clusters 
but ends with them. In many situations, one 
may not have any idea even about the 
number of clusters one may eventually 
identify. Similarly, in class analysis, too, one 
does not know before hand how many 
classes with which one will end. 

It may be objected that whereas in 
analysis of variance and cluster analysis one 
has well-defined measures of dispersion, 
there are no known statistical measures of 
economic conflicts. That, however, is not 
for us an important problem. One can 
theoretically think of various ways of index¬ 
ing economic conflicts” (Rudra, ibid]. 

3 “Sellers and purchasers of a commodity do 
not constitute two different classes, for the 
obvious conflict of interest between these 
Iwo sets of individuals is not structural and 
comes into operation only under one 
specific condition, namely, movements of 
prices of the commodity under ceteris 
paribus conditions. But landowners and 
tenants, industrial capitalists and wage 
labourers have conflicts of interest that are 
structurally based and therefore more 
durable” [Rudra, ibid). 

4 Some ol the recent references are to be 
found at the end of the paper. 

5 Thus consider the following positions: 
Poulantzas; “Classes exist only as long as 
they are in struggle with one another” [1977: 
I18J. Erik Olin Wright: “The concept of 
class is a relational concept... classes are 
always defined within social relations, in 
particular in relations to other classes” 
[1985: 34). Also, “The social relations which 
define classes arc intrinsically antagonistic 
rather than symmetrical” (1985: 35]. Hirst: 
“classes exist only in the class struggle” 
[1977: 134]. Hirst: “Marx’s... central con¬ 
cern was with the relational character of 
classes, in particular the opposition between 
classes, as providing the distinctive character 
of classes themselves” [1977: 9], 

Finally, Marx and Engels themselves: 
“the separate individuals” form a class in 
so far as they have to carry on a common 
battle against another class; otherwise they 
are on hostile terms with one another as 
competitors” [Marx and Engels, 1965: 69}. 

6 I am grateful to Sukhomoy Chakraborty for 
pointing out that it is not satisfactory to 
treat all mental labourers as unproductive 
merely because they do not produce 
material goods. 1 accept this criticism and 
therefore agree that not all mental labourers 
are receivers of shares in the surplus 
generated by direct producers and ap¬ 
propriated by property owners. 1 think that 
I can revise the economic characterisation 
of the intelligentsia in the following fa.shion. 
Members of this class sell their services at 
a price higher than the value produced by 
them. It may be noticed that I am making 
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use of Man's distinction between value pro¬ 
duced by a labourer and the value of the 
labour power of that labourer. Wor'.ers in 
the Marxian scheme sell their labour power 
at a iMice tower than the value of what they 
produce. Members of the intelligentsia do 
the opposite—instead of generating a 
surplus they receive more value than they 
produce, the difference being fitted by a 
transfer from the surplus generated by 
labourers engaged in material production. 
They therefore have the stme position in 
relation to other classes as what has been 
called the labour aristocracy. 

7 I am grateful to Sukhomoy Chakraborty for 
pointing out that the material product 
definition of value is not very appropriate 
fof our purpose here. The distinction should 
be between ‘productive labour’ and ‘un¬ 
productive labour'. From the latter point of 
view, profe.ssionals like doctors engineers 
.scicnti$t.s, etc, are productive labourers and 
they do produce value and therefore their 
income is not to be treated as shares in the 
surplus produced bv workers engaged in 
material production have not much dif¬ 
ficulty in accepting that these sellers of 
superior quality mental labour require to be 
distinguished from bureaucrats and clerks. 
All the same, given the definition of class 
that we have adopted, these two categories 
belong to the same class and given our 
definition of a ruling class, both these 
categories qualify to become members of 
such a ruling class 

8 1 am grateful to B S Minhas for pointing 
out that this proposition requires to be 
revised, that the intelligentsia has now got 
many members belonging to the lower 
castes. This point as well as the point 
discussed in note 6 above relate to my 
characterisation of economic and social 
commonalities of the new ruling class. My 
defmtion of that ruling class however does 
not depend significantly on these com¬ 
monalities. As such our identification 
remains unchanged. 

9 Erik Oiin Wright is much concerned about 
the power aspect of the class question. His 
conception of dual class location is imposed 
on him by his pre-occupation with the fact 
that a factory manager is, on the one hand, 
under the power of his capitalist boss, and 
on the other he exercises power over all the 
factory workers. Naturally, any work 
organisation has got such positions of 
relative power over others and relative 
subordination to other;. In our scheme, 
however, this phenomenon is not a matter 
that decides class location. 

10 See Chatteriee [1988]. 

11 There are various definitions of the 
organised sector. According to one, those 
units that are covered by the Factory Law 
belong to the organised sector. According 
to another, the organised sector is defined 
by a minimum number of persons employed. 
For our purpose none of them is satisfac¬ 
tory. V/e think of such labourers as belong¬ 
ing to the organised sector as those who are 
organised trade union wise and who are 
subject to some labour law protections. 
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Are the Intelligentsia a Ruling Class? 

Andre Beteille 

What is most appealing about Ashok Rudra’s paper is the manner in which it raises issues of general and per¬ 
manent interest: for example, the correspondence between contradiction and conflict, the distinct ion between mental 
and manual labour, and the relation between rule and dominance. A large body of empirical evidence will he 
needed before a conclusion can be reached on the status and role of the intelligentsia, though Rudra has made 
a beginning by indicating the nature of the evidence. The present paper, in the meantime, is an attempt at seeking 
a little more clarity on some conceptual points. 


1 

ASHOK RUDRA’S paper on ‘The In¬ 
telligentsia as a Ruling Class’ is an impor¬ 
tant contribution to our understanding of 
the changing structure of Indian society. 
What I find most appealing in the paper is 
not so much any specific conclusion reach¬ 
ed in it as the manner in which it raises issues 
of general and permanent significance. 
These include such issues as the cor¬ 
respondence between contradiction and con¬ 
flict; the distinction between mental and 
manual labour; and the relation between rule 
and dominance. A whole new field of en¬ 
quiry IS opened up, at least in regard to 
Indian .society, and Rudra takes pains to 
characterise his presentation as a hypothesis 
and not a thesis. This hypothesis must be 
discussed and debated on its own terms, 
although real progress will begin only with 
the accumulation of the requisite body of 
empirical evidence. The paper itsell is con¬ 
ceptual and theoretical rather than em¬ 
pirical. but enough indication as to the rele¬ 
vant facts is given to justify the belief that 
a more systematic investigation will amply 
repay the effort. 

Rudra develops his argument within a 
broadly Marxian framework. To describe the 
intelligentsia as a ruling class within that 
framework is a hazardous enterprise, and he 
is no doubt aware of the hazards involved. 
But unless one takes a bold initiative of the 
kind attempted here, it is difficult to see how 
the discussion of class and contradiction can 
get out of the groove within which it has 
been made to turn and turn around through 
a strict adherence to outworn categories. 

Those who believe that class and con¬ 
tradiction are important aspects of the con- 
temptrrary Indian reality must regret the fact 
that hardly any significant interchange on 
the subject has taken place between Marx¬ 
ist and non-Marxist social scientists. The 
very possibility of such an interchange has 
been clouded by misunderstanding, suspi¬ 
cion and dogma. Non-Marxists have tended 
to neglect or even deny the signiTicance of 
class and contradiction, and Marxists to 
argue as if nothing had any significance 
other than the conflict of capital and labour. 

I very much hope that Rudra’s effort to carry 
the discussion on to more open ground will 
induce non-Marxists to make their contribu¬ 
tion to the debate. 

It is undeniable that the systematic 


analysis of class has its origins in economic 
.science, and no account of classes can af¬ 
ford to ignore the significance of economic 
factors. At the same time, it is clear that there 
are many aspects of class formation and 
class identity that cannot be fully explained 
by strictly economic argument. The analysis 
of clas.ses in the western world has been 
greatly enriched by the contributions of 
historians, sociologists, political scientists 
and others, and indeed no subject calls more 
urgently for inter-disciplinary collaboration 
than this one. Rudra’s approach is guided 
by his firm grasp of the operation of 
economic factors, but it is sufficiently bioad- 
ba.scd to encourage non-economists to join 
him in his explorations. 

By focu.sing attention on the intelligentsia 
Rudra has done more than merely question 
the conventional wisdom of class analysis. 
He has in fact held a mirror to those who 
produce and leproducc the conventional 
wisdom. No doubt the class he is talking 
about—the intelligentsia—is a much broader 
category than those we describe as intellec¬ 
tuals, but the latter must recognise some¬ 
thing of themselves in the broader picture 
drawn by Rudra. Intellectuals in India, like 
their counterparts el.sewhcrc, but perhaps to 
an even greater cxieiit, are given to being self¬ 
consciously virtuous. They are not all likely 
to take kindly to the view that they do not 
belong with the exploited masses—the 
workers and the peasants—but with their 
exploiters. Academic militants will be parti¬ 
cularly resentful, for Rudra has rubbed salt 
into their wounds by saying not only that 
they have made many gains but also that 
their gains have been made without any 
significant struggle. 

Rudra has done well to focus attention on 
the crucial position of the intelligentsia in 
Indian society today, and to define the in¬ 
telligentsia to include much more than the 
public bureaucracy: nothing is easici than 
to make the lattei the target of the intcUcc- 
tual’s holy wrath. His argument is not simply 
that they occupy a sdong position in con- 
•emporary society, but, further, that the class 
as a whole—and not just any particular 
section of it—has grown from strength to 
.strength in the period since independence. 
The intelligentsia, if 1 understand him cor¬ 
rectly, were not a ruling class to begin with, 
but have become one in a matter of foity 
years. It is the dynamic clement in the ap¬ 
proach that is novel and calls for special 
attention. 


1 believe that Rudra’s reading about .the 
gains made by the intelligentsia is basically 
sound. I alsir share the view expressed by him 
in an earlier and related essay on college and 
university teachers (£PM’, December 5. 1987) 
that academics and buieaucrats belong to 
the .same social class and pursue the same 
sectional mtciests. However, we have to go 
beyond our general and intuitive under¬ 
standing of how Indian society is constituted 
and how it works. Supporters and opponents 
alike will requiic a much largci body of em¬ 
pirical evidence betoie they are able to reach 
a conclusion on the status and role of the 
intelligentsia. Rudra has made a beginning 
by indicating the natuie of the evidence, but 
much more remains to be done. In the mean¬ 
time. It will be iiselul to seek a little more 
clarit.v on a few conceptual points. 

II 

At first blush it might appear that Rudra’s 
intelligentsia differ but little from the 
tamiliar middle class of everyday sociology— 
not the ‘old middle class’ of Marx and other 
nineteenth-century writers, but the ‘new 
middle class’ of the twentieth century. 
Empirically there is much in common bet¬ 
ween the two. Rach consists of a congeries 
of occupations, and if one made lists of 
them foi the two classes, they would be 
roughly the same. Rudra stresses the very 
hioad langc of occupations and incomes 
rcpicsented in the class he describes as the 
intelligentsia. The amplitude of its counter¬ 
part IS acknowledged in the use of the phrase 
‘the middle classes’, often viewed as being 
made up ol the ‘upper’ and the ‘lower’ 
middle classes. 

But as soon as we move from the em- 
piiical to the conceptual plane, we notice a 
profound difference. Rudra’s concept of 
class IS very diflercnt from that of everyday 
sociology: it is govcined by a different 
analytical obicciive. The fulcrum around 
which his concept of class turns is the idea 
ol contradiction, and in this he remains true 
to the spun ol Mars. We must pause briefly 
to consider whal Rudra means by contradic¬ 
tion, and how it enters and guides his argu¬ 
ment. The intelligentsia are a class because 
they stand in a relation of contradiction with 
othci social clas.ses. Not that there are no 
conflicts of economic interest among 
members of the intelligentsia themselves, but 
these are conjunctuial rather than structural. 
Moreover, the intelligentsia are only one in 
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1;!' a coalition or three ruling classes, the other 
1'T‘two being the big industrial capitalists and 
i^;'|he big landowners. Again, the relations 
J^'atnong these three are on the whole free 
^y.ifrom contradiction, whereas the relations 
5 ^‘ between them and other social classes arc 
;i| governed by contradiction. 

There are of course other criteria that 
j'.'.enter into the discussion of classes, such as 
ii','the ‘property’ criterion and the ‘productive 
^ ; labour* criterion. It is not that these are 
sVignored, but primacy is clearly assigned to 
Contradiction. It is common among Marxists 
|| to assume that these various criteria will be 
t'V congruent, but Rudra seems to make a clear 
I ‘ choice when faced with a lack of congruence 
J.i' among them. Thus, the three ruling classes 
t'' are not in the same position in regard to pro- 
5;, perty; capitalists and landowners own pro- 
perty whereas the intelligentsia do not. (1 
agree with Rudra that it is thoroughly 
tV misleading to treat the intelligentsia—or 
even the higher biireauciacy—as a ‘pro- 
l'. prietary class’.) Nevertheless, they are placed 
’■ together because there are no (undaniental 
contradictions among them, but only bet¬ 
s' ween them and other .social classes. Likewise, 
the different components of the intelligent¬ 
sia are differentially related to the pioduc- 
tion process: managers, accountants and 
engineers employed in an enterprise arc func- 
■' tionally related to the production process in 
a way in which ambassadors, judges and 
:. journalists are not related to any production 
, process. Nevertheless, they are all con¬ 
stituents of the same social class since 
classes are defined ‘entirely in terms of 
contradiction’. 

Given the great significance assigned by 
Rudra to the term ‘contradiction’, one would 
like to see more clarity and consistency in 
its definition and use. The terms ‘contradic¬ 
tion’ and ‘conflict’ tend to be used loosely 
and at times interchangeably. I would be in 
favour of clear analytical distinction bet¬ 
ween the two; ‘contradiction’ and ‘conflict’ 
go together but they are not one and the 
same, lb borrow an analogy from lingui.stics, 
Contradiction’ refers to deep structures, 
whereas ‘conflict’ refers to surface structures. 
The conflict of classes is the outcome of con- 
' tradictions within society. 

It should now become clear where Rudra’s 
concept of the intelligentsia differs from the 
more popular idea of the middle class. His 
concept does not stand alone, but is part of 
a whole social theory within which alone it 
has meaning and significance. The study of 
contradiction is what social theory owes to 
the legac>' of Marx, and it is even now full 
of exciting possibilities. However that study 
may be approached from more than one 
point of view, and I would like to indicate 
very briefly my own viewpoint on the sub¬ 
ject. I maintain that contradiction is an in¬ 
herent feature of all human societies whereas 
others believe that it is a feature of some or 
even most societies, but not necessarily all. 

Many Marxists have been guided in their 
study of societies can 
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exist without contradiction in Rudra’s sense 
of the term. The distinction between 
societies with and without contradiction is 
of course rately maintained without 
qualification. For instance, it is sometimes 
said that while all societies might have con¬ 
tradictions, these latter are not all of the 
same kind, there being a significant distinc¬ 
tion between ‘antagonistic’ and ‘non- 
antagonistic’ contradictions. The distinction 
between the two forms of contradiction was 
not, as far as 1 am aware, a feature of Marx’s 
own writing, but it became a part of 
accepted doctrine in the Soviet Union under 
Stalin. Generations of Marxists, both in the 
Soviet Union and elsewhere, including India, 
maintained that the Bolshevik Revolution 
created a new type of society in which if not 
contradiction as such, at least its anta¬ 
gonistic form, had been or was being 
brought to an end. After the disenchantment 
brought in by the IWentieth Party Congress, 
Indian Marxists, or at least some of them, 
maintained for a time that while that might 
not be the case in the USSR, it was so in the 
Peoples’ Republic of China. 

One may agree that no society at present 
111 existence is free from contradiction (or 
antagonistic contradiction) and yet maintain 
that .societies free from contradiction have 
existed in the past and can be brought into 
existence in the future. Such a belief, which 
I consider to be an illusion, will then guide 
one’s analysis of contradiction in present 
societies. None can deny the seminal value 
of the idea of contradiction, but its use must 
be regulated by the strictest discipline; other¬ 
wise we can be easily led into deceiving 
ourselves as well as others. 

No social enquiry can proceed very far if 
attention is confined solely to what lies on 
the surface; a great deal of what is signifi¬ 
cant can be discerned only at a deeper level 
of enquiry. Hence the appeal of an idea such 
as that of contradiction, and also its hazards. 
Rudra’s paper offers some glimpses into the 
elusive quality of the idea, but he does not 
really face up to the challenge of harnessing 
It to the requirements of disciplined em¬ 
pirical enquiry. 

We encounter contradictions in a variety 
of forms. They may be structural or con- 
junctural; actual or potential; manifest or 
latent. Where a contradiction is actual and 
manifest it may not be too difficult to 
unravel its causes and consequences. But the 
task of dealing with contradictions that are 
latent or potential is of an altogether dif¬ 
ferent magnitude. Rudra—and others who 
pursue his kind of argument—must come 
forward and show us by what test we are to 
distinguish a latent or a potential contradic¬ 
tion from one that is merely imaginary. This 
is not a plea to dispense with the idea of 
contradiction but only to make its use more 
disciplined. 

lUrning now to criteria other than con¬ 
tradiction, we find that Rudra has departed 
considerably from the conventions of Marx¬ 
ian analysis in regard to the property 


criterion but has remained closely attached 
to it in regard to the criterion of productive 
labour. He defines classes in such a way that 
the distinction between owners and non- 
owners of property ceases to be decisive 
although it does not cease to be important. 
The intelligentsia are, despite their lack of 
property, grouped with capitalists and land- 
owners and not with the workers who also 
lack property. 

It would appear that the distinction bet¬ 
ween mental and manual workers takes 
precedence over the one between owners and 
non-owners of property. The implication of 
this, from the sociological point of view, is 
that the institution of property is less fun¬ 
damental than the division of labour in 
society. It can certainly be argued that 
di.stinctions due to the institution of property 
can be more easily abolished or reduced than 
those due to the division of labour. The 
Soviet expcreince of the last seventy years 
would appear to bear out the argument, 
although I am not sure that Rudra would 
accept all the implications of such an argu¬ 
ment. 

The distinction between mental and 
manual work is at a certain level easy enough 
to make; it is based on a widely-recognised 
convention, although the convention is 
neither unambiguous nor inflexible. Rudra’s 
distinction, however, does not rest on social 
convention but on a particular kind of 
theory. That theory leads him to regard the 
distinction between manual and mental 
labour as a distinction not of degree but bf 
kind. Manual labour alone is ‘labour’ in the 
full sense of the term; mental labour is so 
only by courtesy. 

The premise of Rudra’s argument is that 
manual labour alone creates value. What is 
created by manual labour is appropriated .as 
surplus not only by capitalists and land- 
owners but also by mental workers. In that 
- sense the ambassador and the clerk are 
similarly sustained by what is created by 
others. It is only our sentiment that leads 
us to distinguish between the rich am¬ 
bassador and the poor clerk, but in a scien¬ 
tific theory of value there cannot be any 
room for sentiment. 

It is this theory of what contributes to the 
creation of value, and not any consideration 
of differences of income or lifestyle, that 
leads Rudra to group all mental workers 
together and, further, to group them along 
with capitalists and landowners. “The 
economic property common to all ot them 
is that they do not themselves produce any 
.values in the material product sense of 
value.’’ What shows that the intelligentsia 
have become a ruling class is that they have 
benefited consistently from public policy in 
the last forty years. Now, if it be shown that 
a certain section of manual workers—skilled 
workers in heavy industry in the public sec¬ 
tor, for example—have benefited similarly 
and to the same extent, Rudra might stiU 
argue that manual and mental workers are 
radically different because only the former 
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produce value (in the material product sense) 
whereas the latter do not. 

Rudra’s merit lies in his ability to arti¬ 
culate sharply a point of view that is implicit 
or lies concealed in the writings of many 
others. However. 1 find it difficult to agree 
that value is created exclusively by manual 
work. It has been said: “A spider conducts 
operations that resemble those of a weaver, 
and a bee puts to shame many an architect 
in the construction of her cells But what 
distinguishes the worst of architects Irom the 
best of bees is this, that the architect raises 
his structure in imagination before he erects 
it in reality;’ If we subscribe to this view of 
the labour-process, as 1 think we should, it 
becomes difficult to see how only the mason 
can be said to create value (even in the 
material product sense of value) and not the 
architect. 

There is of course, a difference between 
the work of the architect and that of the 
mason. According to an earlier convention, 
only what the architect did had worth or 
value, and not what the mason did. We must 
discard that convention, and not try to save 
it by turning it on its head. No doubt we are 
still governed largely, particularly in India, 
by the conventions of the past, and this is 
reflected in the deliberations through which 
wages and salaries are determined. Rudra is 
right in pointing out that the intelligentsia 
have served themselves well by inflating the 
value of mental as against manual work. 
This is particularly conspicuous in public 
sector employment where at every level one 
can much more easily turn mental than 
manual work into a sinecure. 

But we must remember that what is often 
true in fact is not always so by necessity. 
However much we might feel for Class IV 
employees in the public sector—peons, daf- 
taries, sweepers, etc—it will be difficult to 
argue that their work is always or necessarily 
more productive or, even, more effortful 
than that of architects or engineers. The 
distinction between manual and mental 
work is important, but it cannot be pressed 
beyond a point. The division of labour in 
the modern world is highly complex and 
subject to rapid and unforeseen change; it 
throws up new occupations that do not fit 
easily into either category. The dichotomy 
of manual and mental work, which served 
reasonably well in the past may not serve 
equally well in the future. 

Although I am in broad agreement with 
Rudra’s characterisation of the changing 
place of the intelligentsia, 1 feel that his ex¬ 
position suffers from too much emphasis on 
certain distinctions and too little attention 
to others. Tbo little is said about the rela¬ 
tionship of the three ruling classes to the 
State, although it is quite apparent that the 
relationship is not the same in all the three 
cases. There is a view that the State stands 
above the conflict of classes; there is another 
view that the State is the executive committee 
of the dominant class. Rudra rightly rejects 
the first view and regards the second as over- 
simple. It would have helped if he had ex¬ 


plained a liitle more fully his conception ot 
the State and his mcw of the relations bet- 
vseen it and the three ruling classes. 

A number of issues become clearer if in 
discussing the intelligentsia »e make and 
maintain a distinction between ’rule’ and 
‘dominance’ It is useful to speak of rule in 
regard to the apparatus of government and 
of dominance m regard to class. Even where 
a government is wholly subservient to a par¬ 
ticular Class, the distinciion between rule and 
donimance remains. 1 he capitalist class docs 
not rule, it e.xercises dominance; rule is ex¬ 
ercised by other agencies As Rudra rightly 
points out, the social origins of membeis of 
pailiament, or of ministeis or secretaries to 
government is a separate issue. 

The analysis of classes has achieved so 
much success precisely because it has been 
possible to separate analytically (though not 
always empirically) class from the apparatus 
of government. That separation, though not 
entirely tree from problems, is relatively easy 
in the case of capitalists and landowners. 
The intelligentsia are in a somewhat different 
categoiy. 1 hey not only act on the apparatus 
of government, they, or at least a pair of 
them, are the apparatus of government A 
part of the intelligentsia are so by definition, 
and not by reason of social origin or 
material interest Those who constitute the 
apparatus of government will diffei from 
other social classes m having a specific 
interest in protecting and expanding that ap¬ 
paratus. That much is almost a truism. But 
Rudra’s argument, if I have understood him 
correctly, goes beyond that truism m main¬ 
taining that the intelligentsia as a whole, and 
not just those who constitute the apparatus 
of government, have acquired an interest in 
its expansion. I agree with his judgment 
although 1 feel that the point needs to be 
more clearly stated. Further, capitalists and 
landowners do not in that respect have iden¬ 
tically the same interests as the intelligent¬ 
sia although Rudra may be right m his judg¬ 
ment that they arc not contradictory The 
point is that the interests of the three are not 
the same and cannot be made the same by 
definition, and that the processes by which 
they arc made congruent have been hardly 
explored in the study of India’s political 
economy. 

U should be easy to explain why ruling 
groups make policies that benefit themselves. 
One may also say that they make policies 
that benefit capitalists and landowners 
because these classes enjoy dominance and 
their support is essential for the survival of 
the ruling groups themselves. But why do 
l.iey make policies that favour engineers, 
doctors, professors, school teachers and even 
clerks? Do they do so out of fellow feeling 
or because their support too is considered 
necessary for survival? It is never easy to 
determine at which point fellow feeling gives 
place to calculation in sustaining a social 
identity. Further, it may be a mistake to 
assume that simply because a ruling group 
has done well by itself, it feels secure in its 
well-being. 


Although classes need not be defined by 
power, class relations cannot be understood 
in isolation from the struggle for power. 
Dominance and rule are both forms of the 
exercise of ptnver Rudra is substantially right 
in Ins view that the intelligentsia have 
secured their advancement without engaging 
in anv kind of struggle. They achieve their 
ends not by struggle but by manipulation 
whuh IS one ol the acknowledged techniques 
for the acquisition and exercise ol power But 
because the imelligtnisi,t include groups 
directly engaged in rule and othets not so 
engaged, we need more specific arguments 
as to who manipulates whom and what the 
limits aie to such manipulation. Rudra has 
candidly admitted that much of this lies con¬ 
cealed in the Black Box, and we must give 
him credit lor indicating where we have to 
look if we are to lind answers to some ot 
the crucial questions he has raised. 

Ill 

While It would be peevish to find fault 
with Rudra for not making a full survey of 
the literature on the subject, a couple of 
omissions call lor attention since he docs in 
fact take a lew viewpoints into account. 
Many of the issues discussed in the paper 
have been debated by bourgeois social 
theorists, particularly bourgeois sociologists, 
for a long time Rudra avoids any mention 
of all this, confining his attention to the 
views expressed by a few recent Marxist 
wrileis who are by no means the most distin¬ 
guished writers in the held. At times he 
seems almost to say that no views expressed 
on the subject by non-Marxist writers need 
to be seriously considered. Even if we allow 
that omi.ssion to pass, there is another that 
seems to me to be rather more serious. Rudra 
passes over in complete silence the views ex¬ 
pressed on his chosen subject by Soviet and 
other east Euiopean writers. Here he has 
acted exactly like western Marxists who 
would talk about anything but what Soviet 
Marxists have to say about their.own socie¬ 
ty. This IS all the more striking in itie pre¬ 
sent case because the term ‘intelligentsia’ is 
known to have its proper home in eastern 
Europe. 

The term ‘intelligentsia’ does not have a 
natural ring in the English language. It is not 
a part of the vocabulary of everyday speech 
in Britain and the United States, nor is it a 
familiar category of social science discourse 
in either country. There and, as far as I am 
aware, also in France, one speaks of the 
middle classes (which, as we have seen, has 
a different connotation) or of the intellec¬ 
tuals (which is a much narrower category), 
but not. ordinarily, of the intelligentsia. That 
category is, on the other hand a familar one 
in central Europe and, to a much greater ex¬ 
tent, in eastern Europe. 

The point is not so much that the term 
‘intelligentsia’ has a fixed or unchanging 
meaning in the Soviet Union as that it is a 
familiar category of discourse, recognised by 
people as one of the major constituents of 
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their own society. The use of the term goes 
back to pre-revolutionary Russia where it 
referred to the progressive and public- 
spirited elements in the educated middle 
class. It bore a positive evaluation which was 
carried over into the post-revolutionary 
period when the category came to be defined 
in more inclusive terms. 

Soviet writers do not always use the term 
‘intelligentsia’ in a completely uniform man¬ 
ner. In its most inclusive sense it is coter¬ 
minous with ‘mental workers’, although it 
is also used in a more restricted sense to refer 
to those in superior non-manual occupa¬ 
tions. The intelligentsia are in all cases dif¬ 
ferentiated from peasants and workers, 
indeed, Soviet society as a whole is com¬ 
monly represented as being made up of 
workers, pea.sants and the intelligentsia ac¬ 
cording to a scheme in which these divisions 
are considered both exclusive and exhaustive. 

There is thus a certain similarity between 
Rudra’s characterisation of the intelligent¬ 
sia and the Soviet characterisation. In both 
cases the defining feature rests on the 
distinction between manual and mental 
work, and in both cases the category is view¬ 
ed in broad and inclusive terms. But there 
is also a difference between the two. In the 
self-representation of Soviet society the in¬ 
telligentsia are characteri.sed as a stratum 
and not as a class. The term ‘class’ may be 
used for workers and peasants but never for 
the intelligentsia. A typical example may be 
found in a paper presented by academician 
V S Nemchinov at the Third World Congress 
of Sociology where Soviet society is shown 
as being made up of two classes (the workers 
and the peasants) and one stratum (the 
intelligentsia). 

Why are the intelligentsia in the Soviet 
Union a stratum and not a class? They are 
a stratum in that country by the force of 
exactly the same argument which leads 
Rudra to characterise them as a class in this 
one. There are, according to Soviet autho¬ 
rities, no contradictions between the in¬ 
telligentsia and the rest of society (i e, 
workers and peasants), hence they cannot be 
called a class but only a stratum (even 
though this leads to the slight anomaly of 
society with only a single stratum). We have 
seen that what led Rudra in the first instance 
to characterise the Indian intelligentsia as a 
class was the proposition that their relation 
to Indian society were based on contradic¬ 
tion. Thus, depending on the presence or 
absence of contradiction, the same social 
group may be a stratum or a class. 

Not all students of Soviet society would 
agree that the social situation of the in¬ 
telligentsia in that society is fully free from 
contradiction. Indeed, some would go so far 
as to say that the principal locus of ‘system 
contradiction’ m the Soviet Union lies 
precisely in that situation. This view has 
been fairly common outside the Soviet 
Union, and not merely among anti-Marxists, 
particularly since 1957 when The New C/oss 
by Milovan Djilas became available in 
English. Ol>vious(y, much of the American 


writing on the Soviet Union is heavily 
biased, just as the Soviet writing on the 
United States is. We will understand the true 
nature of contradiction in Soviet society and 
the place of the intelligentsia in it—whether 
they are indeed a stratum or a class—only 
when Soviet scholars themselves discuss 
these problems openly and candidly. There 
arc indications that this may already be hap¬ 
pening. Indian Marxists should regard this 
as a challenge and an opportunity for a bet¬ 
ter understanding of their own society. 

As a strong supporter of the comparative 
method, 1 believe that we should keep in 
mind the place of the intelligentsia in other 
societies when we are trying to understand 
their place in our own society. The intelli¬ 
gentsia, as described by Ashok Rudra, are 
by no means a unique feature of Indian 
society, although, as he argues, they have 
grown larger, more visible and more asser¬ 
tive in the last forty years. They are an im¬ 
portant component of ail organised modern 
.societies. However, the degree of their 
coherence, unity and strength varies from 
one society to another. If I might hazard a 
bold generalisation, I would say the follow¬ 
ing: the intelligentsia are the lea.st coherent 
and effective under free-market capitalism 
of the American kind; their social identity 
and political strength are the most clearly 
marked in centrally-regulated socialist 
regimes of the Soviet kind; and in countries 
like India they stand somewhere in between. 

It hardly needs emphasis that in capitalist 
systems property enjoys a pre-eminent posi¬ 
tion; what count both socially and politically 
are property and enterprise rather than of 
fice or regulation. 1 am not talking now only 
about the big monopolists, the financial 
tycoons or the industrial magnates. There 
are in addition the hundreds of thousands 
of small entrepreneurs, independent artisans, 
shopkeepers and others who are socially and 
politically equal if not superior to clerks and 
school teachers. It is simply not true that 
self-employed workers disappear completely 
under late capitalism; far from disappear¬ 
ing, they act as a kind of counterweight to 
the lower functionaries in public and private 
bureaucracies. 

At the higher levels of administration and 
management, government and industry are 
distinct domains, socially and culturally, 
though the extent to which they remain 
separate varies from one capitalist society 
to another, and from one phase of its 
development to another. In contemporary 
France, for example, there is a measure of 
unity at the top, due in part to the domi¬ 
nating influence of the grondes ecoles and 
the grands corps, and there is also much cir¬ 
culation of personnel between the private 
and the public sectors. This is less true of 
the Unit^ States where the ethos of the 
business world differs from that of govern¬ 
ment. The ideological emphasis on the 
autononQi and plurality of institutions places 
limits on the cohesiveness of the intel^ent- 
sia in all capitalist societies. 

The Soviet intelligentsia are far more 


cohesive socially and culturally. This is 
bound to be so where education, training 
and employment are centrally regulated. The 
cohesiveness of the Soviet intelligentsia is 
not merely a question of culture and life 
style, but one also of political ideology. The 
Bolshevik Revolution brought a new society 
into being. The contribution of the in¬ 
telligentsia to its birth was far more palpable 
than the contribution of the intelligentsia to 
the birth of any capitalist society. It is easy 
to understand the impulse that leads Soviet 
writers to maintain that there cannot be, in 
principle, any contradiction between intelli¬ 
gentsia and society in the USSR; Soviet 
society was in a special sense the child of 
the Soviet intelligentsia. 

With the disappearance of the capitalist 
class (first in industry and then in 
agriculture), dominance and rule became 
merged in the social situation of the in¬ 
telligentsia. There were no capitalists and 
landowners any longer to whom the intelli¬ 
gentsia had to play second fiddle. They could 
apply themselves to the task of organising 
the new society and regulating its various 
functions. It is often pointed out that the 
Soviet intelligentsia are not recrutted from 
any single class but come from all .sections 
of .society. This may be true, but the diver¬ 
sity of background has not prevented a 
notable homogeneity of conditioning. Unity 
and regulation rather than plurality and 
autonomy have been stressed in Soviet 
economic and political life. The outcome has 
been a strong and cohesive intelligentsia. 

The Indian intelligentsia do not enjoy 
anything like the pre-eminence enjoyed by 
the Soviet intelligentsia. In India they have 
to contend with proprietary classes that have 
no real counterparts in the USSR. At the 
same time, these classes do not enjoy in In¬ 
dia the power and prestige enjoyed by the 
proprietary classes in a fully-blown capitalist 
system. Capitalists and landowners are no 
doubt important in India; they wield both 
economic and political power; but their 
social pre-eminence is not unquestioned. I 
am not sure, to revert to Rudra’s metaphor, 
that they themselves have always the self- 
assurance to view ministers, judges and 
legislators as their chauffeurs. 

The gains made by the intelligentsia since 
independence have been closely associated 
with the expansion of the State. The in¬ 
telligentsia could claim with some plausibili¬ 
ty that the new India was their creation; at 
any rate, it was more their creation than that 
of either capitalists or landowners. They 
could also claim, not necessarily with any 
intention to deceive, that the expansion of 
the State was'required for the welfare of 
society. Such a view was widely shared in the 
post-independence years, not only among 
those directly engaged in rule but also 
among many other sections of the intelli¬ 
gentsia-journalists, scientists, economists 
and many others. It would be a gross error 
to maintain that the expansion of the State 
came about solely through the secret 
machinations of politicians and bureaucrats. 
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Many men of goodwill genuinely believed 
that that expansion was necessary to carry 
India out of the quagmire of poverty, 
illiteracy and backwardness. 

The expansion of the State has meant, in 
concrete economic terms, a continuous rise 
in public sector employment. The public sec¬ 
tor in the widest sense—the central govern¬ 
ment, the state governments, local govern¬ 
ments and parastatals taken together—has 
emerged as the largest employer in the 
organised sector. Not only has public sector 
employment risen all around, the rise has 
been most marked in the case of mental 
workers. Again, part of this rise is justified, 
or sought to be justified, by some sort of 
appeal to considerations of distributive 
justice. The capitalist is a harsh and ruthless 
employer who takes no account of the ‘.social 
factor' in dealing with the labour market. 
Only in the public sector, the argument runs, 
is it possible to harmonise the needs of 
economic efficiency with those of social 
justice. 

The public s€ctoi is not only the largest 


employer of mental workers, for man> it is 
al.so the preferred employer. It provides ab¬ 
solute security of tenure, almost absolute 
guarantee of promotion and reasonable pro¬ 
tection against inflation. More and more 
college and university graduates, including 
engineers, doctors and others, now seek and 
find employment in the public sector. The 
service conditions of civil servants have 
become the model for ‘autonomous’ insiitu 
tions such as the universities. The autonomy 
of such institutions gives way increasingly 
before the desire of their members to secure 
the benefits enjoyed by government servants 
All of this reflects, sustains and creates a 
certain commonness of outlook and interest 
among large sections of the intelligentsia. 

But the unity of outlook and interest* must 
not be stressed too far. India is a vast and 
complex society with a multiplicity of 
linguistic, religious and other communities. 
State regulation of education and employ¬ 
ment has got nowhere near to creating the 
kind of homogeneous intelligentsia that we 
normally associate with Soviet-type regimes. 


Independent professionals, such as docton^fl 
lawyers and journalists as well as manageilj» 
in the private sector still have some place itH 
Indian society, and they differ on man)f|| 
points from what may be called the ‘public«''’fl 
sector intelligentsia'. need to explore thefe'|| 
differences more carefuly and to see how far 1 
they affect the strength and cohesiveness of | 
the intelligentsia as a whole. Rudra has set I 
our minds working on a subject of great im* | 
portance, and I hope that his challenge will I 
be taken up by those with an interest in data i 
as well as in theory. | 

I 

Notes 

8 

1 Ashok Rudra informs me that he is himself ), 

reconsidering the distinction between men- | 
tal and manual labour. However, 1 have t 
decided to let my observations stand since | 
the distinction has been of some historical | 
significance. ! 

2 Karl Marx, Capital, Vol 1. Moscow; Progress , 

Publishers, 1954, p 174. I 
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The Third Dominant Class 


Pranab Bardhan 

Ashok Rudra underestimates the power of the professional class vis-a-vis the other two dominant classes. 
Compared to most western countries the State is considerably more autonomous in India not merely in the political f 
sphere, but as a predominant economic actor. In some sense the State has captured the commanding heights of | 
the economy, and sections of the professional class which run this gigantic machinery have thereby acquired powers 1 

which are not just of a Junior partner in the ruling coalition. Further, because of the increasing social and economic | 
inter-penetration among these classes, the conflicts among the classes in the dominant coalition are likely to decline. 1 


ASHOK RUDRA has identified the in¬ 
telligentsia as a class in the coalition of 
ruling classes in India. I have a slight ob¬ 
jection to the use of the term intelligentsia 
to describe this class : the term is derived 
from a Russian word that denotes a group 
with a certain capacity for independent 
thinking, which 1 hesitate to associate with 
the majority of the members of this class. 
In my book The Political Economy of 
Deveiopment in India I have called the same 
group as the class of ‘professionals’, which 
is also not a very satisfactory term. Whatever 
the name, there is no doubt in my mind that 
it is one of the dominant classes in India. 
My idea of the composition of the class also 
tallies with that of the five types of non- 
manual workers enumerated by Rudra in 
Section IV of his paper. (Rudra is not quite 
correct when he refers to me in his foot¬ 
note 6 as identifying this class only with the 
professionals of the public sector; I explicitly 
state on p 51 of my book that my class of 
‘professionals’, include all white-collar 
workers. In my discussion of the frittering 
away of the investible surplus of the State, 
1, of course, concentrated on the profes¬ 
sionals in the public sector who benefit 
directly from all kinds of State subsidies and 
indirectly from the rental income generated 
in the process of implementation of the 
regulatory policies of the State.) 


One substantive diflerence I have, with 
Rudra is on his chracterisation of the pro¬ 
fessional class as “without having any pro¬ 
perty base’’. He rejects the idea of human 
capital (in the form of education, skills and 
technical expertise) as a basis of differential 
earning and class stratification, on the 
ground that the level of observed earnings 
is not proportionate to the level of educa¬ 
tion or skills: business executives earn much 
more than university professors who have a 
lot more education, etc. This, in my judg¬ 
ment, is a very weak argument. The market 
value of human capital a person embodies 
is determined by capitalisation at the market 
rate of return. A business executive who is 
paid more than myself carries a larger 
market value of human capital, however 
many more degrees I, as a university pro¬ 
fessor, may have or whatever I may think of 
his or her real worth or contribution to 
society. When we decide who is a bigger 
capitalist or a larger landlord we do not have 
any hesitation in applying the market value 
of capital or land owned, and I don’t see why 
the same criterion should not apply to the 
valuation^ of human capital. 

Property is, after all, nothing but a bun¬ 
dle of rights which entitles one to acquire 
part of the surplus generated in society. The 
members of the professional class, by virtue 
of their ownership of some scarce skills, in¬ 


formation or organisational resources, stake 
a claim on the social surplus. Property in . 
this general sense is as much the materittl 
base of this class as any other, in my book 
I have rcfericd to this class as a new rentier 
class deriving its income from its ownership 
of some scarce resources. Let me take the 
liberty of quoting myself: “In a country • 
wheie the overwhelming majority are il-' 
literates or drop-outs at the primary educa- . 
tion level, the educated elite enjoy a high 
scarcity value for their education and pro- - 
fession... They have been able to protect their , ( 
scarcity lent, and by acquiring licence-giving 
powers at various levels of bureaucracy some I 
of them have increased their capacity to. i 
multiply this rental income. It seems the old' | 
rentier class in Indian society, deriving its:'; 
income from absentee landlontem, has now 
been replaced by the new rentier elements 
... , and not infrequently they both belong i 
to similar social status groups and castes. 
Brahmins and other upper castes anr; . 
disproportionately represented among the;:'' 
administrators, engineers, educators, and so 
forth as they were in the old rentier class. 
For the underprivileged social groups, 
education offers the quickest route of up- 
ward mobility, a passport to the prospect ^ 
a secure job in the bureaucracy and the pro¬ 
fessions. No wonder that some of the Ut- 
terest caste struggles in various parts of 
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urban India in recent years have bcx'n over the 
issues ol reservation ol seals in niedical and 
cnginecnng schools and of jobs in the 
government for lower easiest 

As ihe economv gels more complcs and 
informaiion and oiganisalional resouices 
acquire liighei market value, Ihe pioressional 
class becomes more important. In weslern 
societies today this class is much more im¬ 
portant and numeious than it was at the time 
of Mars Ihe decline ol Moth cap pro 
letarianism’ and of old left parties based on 
organisation ol blue collar workers in .some 
ol these countries is paitls the relleclion ol 
this underlying social and economic change. 
Lven in Marx’s time the impoitancc of the 
class of professional bureaucracy has not 
escaped his notice In his 184.1 notebook 
critique ol Hegel, Marx dcsciibes buicau- 
cracy as just anothei class (as opposed to 
Hegel’s alliicmeinv Stand) with its own in¬ 
terests; it holds, according to him, the 
"essence ol the State . m its possession, it 
is its private properly”, which is the inaierial 
basis of its class status. 

I also think that Rudia sornewhal undci- 
estimaies the powci of the professional class 
the othci two dominant clas.ses He 
Slates; “Ihe intelligentsia has not got the 
power lo oppose the interests ol the 
monopoly capitalists and the rich farmeis 
Blit II has the power lo so manipulate mat¬ 
ters that Its own iniciesis are scived along 
with the interests of Ihe other two iiiling 
classes" It has to depend, accoidmg to 
Kudra, on Ihe latlei’s “laigcss", it has been 
‘‘co-opted’’ as a “junioi partner in the coali¬ 
tion” and, to use his analogy, it has only suc¬ 
ceeded in extracting a high salat y as a chauf- 
Icur ol the car owned by the othei two 
classes It is a matter of empirical judgment, 
but I ihink in India today the chauffeur has 
also .icquiied some shaie in the ownership 
of the cat. C ompaied to most weslern coun¬ 
tries the Stale is considerably mote 
autonomous in India not meiely m the 
political sphere, but as a predominant 
economic aettir, owning nearly two-thiids of 
all productive capital in the industrial sector, 
running seven of the lop 10 industrial units 
in the country, directly employing two-thirds 
of all workers m Ihe organi.scd sector and 
holding through nationalised financial in- 
stilulions more than 25 per cent of paid-up 
capital of joint-stock companies in the 
piivaie .sector (this proftoition is much 
higher in new companies). II theoihei two 
ruling classes had'iheir way, they would have 
preferred an economic regime in which the 
State is much less piedominant. In some 
sense the state has captured the comman¬ 
ding heights of the economy, and sections 
of the professional class which run this 
gigantic machinciy have theieby acquired 
powers which are not just of a junior part¬ 
ner in the ruling coalition. Not infrequent¬ 
ly, the representatives of the other dominant 
classes have lo approach the privileged 
bureaucracy as siipplianis. tven in ‘fund- 
raising’ for political parties, the dejiendence 
on domestic capiialists may have declined 


somewhat over time. By many accounts over 
the last decade and more, politicians, at least 
at Ihe centre have been able to raise vast 
sums of money, using the leverage of the 
Slate in international contracts, either in 
large commodity buying in international 
markets on bchall of the State or in dealings 
with multinational companies. 

I inally let me refer to an issue which 
neither Kudra nor my book emphasises. I 
expect the antagonistic conflicts between the 
classes in Ihe dominaiil coalition lo decline 
in one respect in the ncai future. This has 
largely to do with the increasing social and 
economic inier penetration among these 
classes Already in many parts of India, the 
rich farmer families have considerably diver¬ 
sified then invesimenis and branched out 
into trading, transport, food processing. 


cinema houses, and other commercial and 
small industrial ventures, so that the rural- 
urban divide in the dominant coalition is 
getting blurred (while the conflict between 
the so-called small and large industrialists 
may have sharpened). The professional class 
is also increasingly invaded by the educated 
children ol the rich farmers and industria¬ 
lists and traders. For a long time in India 
the professionals almost exclusively came 
from the traditional literati groups, which 
unlike in Furopc, had little organic relation¬ 
ship with trade or industry, with social 
origins that did not have much slake in the 
fortunes of private capital. This is chang¬ 
ing, and has already started influencing the 
flow of State services and subsidies and 
policy implementation in favour of some 
groups at the local level. 


RESEARCH ON 
NATIONAL DEVELOPMENT 

Economic Committee of A.P., Exhibition Grounds, 
Hyderabad, is promoting research on National 
Development through inviting Research papers 
followed by an endowment lecture as an annual 
feature. 

The theme for Research paper 1989 is “Strategies 
for removal of rural poverty in India by 2001 AD”. 
Research papers are invited from young (upto 35 
years of age) Postgraduates by 31-3-1989. The best 
paper selected by an eminent panel of judges, will 
be awarded a cash prize of Rs. 5,000.00 and a 
consolation prize of Rs. 1,000.00 will be awarded to 
the next best paper. 

For details kindly address to Hony. Secretary, 
Economic Committee, Exhibition Grounds, 
Hyderabad - 500 001, for supply of a free brochure. 

DR. T. V. Narayana 
Hony. Secretary 
Economic Committee 
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Development Impact of Silk Production 

A Wealth of Opportunities 

Sanjay Sinha 

Silk production is a highly employment-oriented, tow capital intensity activity ideally suited to the conditions 
of a labour abundant, agro-based economy. This paper examines this proposition and suggests strategies for 
strengthening the contribution of this activity to rural development. The available irformation on the socio-economic 
and related technical issues is far from comprehensive. A major finding of the paper is that the production systems 
presently employed have led to a significant positive impact on development. Given the growing demand for silk 
and consequent expansion, there exists a wealth of opportunities for maximising the development impact. 


SILK production, including sericulture, is 
well known as a highly employment-oriented, 
low capital intensity activity ideally suited 
to the conditions of a labour abundant, 
agro-based economy. The object of thi.s 
paper is to examine various dimensions of 
this proposition and to suggest, in a long¬ 
term perspective, strategies for strengthening 
the contribution of the activity to rural 
development. In doing so, it draws upon 
research conducted by the author on techno- 
economic i.ssues in silk production in India 
to identify possibilities for interniediaie 
technology interventions.' This incor¬ 
porated a wide ranging survey ol the availa¬ 
ble documentation on socio-economic and 
related technical dimensions of sericulture 
in India supplemented by brief field visits. 
The available information from secondary 
sources is far from comprehensive and in¬ 
sufficiently detailed for definitive statements 
to be made here but the paper attempts to 
focus the di.scussion and to determine the 
aspects which need further socio-economic 
research. 

In order to examine the contribution of 
silk production to rural development, it is 
important to be reasonably clear what is 
meant by that concept. In a recent paper,’ 
C'harsley has pointed out that development 
is a concept which depends on value 
judgments and defies specific delimtion. 
Nevertheless, a loose consensus does exist. 
Within this, the maximisation of employ¬ 
ment (in terms of productive occupation 
rather than formal wage earning), increasing 
income generation by the poor and an im¬ 
proving quality of life for all could be 
described as development. 

In this context, the impact of sericulture 
on development has been summarised by the 
Swiss Development Co-operation, an impor¬ 
tant contributor to the promotion of seri¬ 
culture in India, in the form of 10 
hypotheses.*'' These can be regrouped 
under three broad headings: 

I Economic impact; The effect of silk pro¬ 
duction on the standards of living of small 
farmer and landless labour households; the 
possibility of increasing the benefits further 
without putting much strain on land, infra¬ 
structure or other resources; the possibility 
of contributing to overall economic develop¬ 
ment by generating increasing amounts of 
foreign exchange, and the consequences of 
price instability on those' who derive a living 
from the activity. 


2 Disiribunonat is.wi; The possible ef¬ 
fect of sericulture development on economic 
disparities among rural households, parli- 
culaily the consequences of technological 
upgradation for rural employment, and the 
implications of the increasing commcreia- 
livation of rural economic activities on the 
intra-family power balance between men and 
women. 

.) Environmental impaci: The suitability 
of mulberry as a crop and arjun plantations 
(in tasar) for soil and water conservation; 
the benefits of the low resource intensity of 
silk production and the possible adverse con¬ 
sequences of monoculture on the agro- 
environmental balance of intensive seri¬ 
culture regions. 

I 

Economic Impact 

As indicated earliei, within a substantial 
body of literature on silk production, 
systematic information on the socio¬ 
economic dimensions of the activity is lack¬ 
ing. The economic impact of silk produc¬ 
tion on the lives of the rural poor has, 
tliereloie, to be pieced together from activity- 
specific studies. 

EMPlOYMtNI 

The basis for information available on 
employment in silk production is unclear 
The Statislical Biennial, 1986, of the Central 
Silk Board puts employment at 51.52 lakh 
persons for 1985-86. The Seventh hive-Year 
Plan (1985-90) states that “employment 
generated in both the agricultural and in¬ 
dustrial activities of sericulture during the 
SixUi Plan would be 1.32 million (13.2 lakh) 
persons”.-’ The Sixth Plan, on the other 
hand, shows employment in sericuture in 
1979-80 at 16 lakh persons and the target for 
1984-85 at 21.50 lakh persons." 

Table 1 contains estimates for employmeni 
in .silk production culled from various 
sources. Figures for employment in mulberry 
silk production are based on a “survey 
study” undertaken by the CSRTI, Mysore. 
The employment norms derived suggest that 
direct employment in the activity was around 
19 iakh person years in 1985-86 on a full 
employed (250 day) basis. Of this, II lakh 
person years w ere devoted to sericulture and 
another 8 lakh person years to post-cocoon 
processes. The authors of the study’ sug¬ 


gest that indirect employment amounts to 
one-third of direct employment so that, 
overall 25 lakh person years would have been 
devoted to the activity. 

For tasar sericulture, employment figures 
have been compiled. These suggest total 
employment equivalent to around 97,000 
person years in 1985-86. Employment coeffi¬ 
cients for sericulture are much lower in this 
case as tasar rearing presently takes place 
predominantly on forest trees requiring no 
labour for cultivation or maintenance The 
course nature of much of tasar weaving 
means that employment coefficients in 
weaving are also lower than for mulberry. 

En culture is mainly a casual spare time 
activity with rearing taking place on leaves 
of castor plants in backyard plots. Weaving 
IS largely for self-consumption. The total 
employment from reeling and weaving of eri 
silk is estimated at 28,000 fully employed 
persons in 1985-86. 

In the case of muga, roughly 10,000 
families are reportedly engaged in rearing 
with another 8,000 reelers, mostly women 
and children. Assuming (optimistically) one 
fully employed person per rearing family, 
this yields employment of 18,(K)0 persons 
iipto the reeling stage. Muga weaving is 
estimated to provide annual employment 
equivalent to 1,600 person years. 

As Table 1 shows, employment in silk pro¬ 
duction in 1985-86 was of the order of 27 
lakh persons on a lull employed basis. At 
the .same time, it is well known that persons 
involved in informal production activities in 
rural areas arc rarely fully employed in a 
.single activity and are often not fully 
employed in economically productive activi¬ 
ties. Thu.s, the actual engagement of persons 
in silk production and related activities is 
likely to exceed 27 lakh by a substantial 
margin but, in the absence ol more reliable 
figures, it cannot be estimated more precisely 
than the range of 40-45 lakh persons. 

As silk production activities are virtually 
all in the informal sector and menial in 
nature, it can safely be assumed that over 
90 per cent of this employment is available 
to landless and marginal farming families 
which hire out their labour or to sericultural 
families. Hanumappa, 1986 shows that the 
proportion ol hired labour in mulberry 
cultivation is of the order of 60-65 per cent 
whereas in silkworm rearing it is lower at 40 
per cent. 
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Returns 

There is scattered evidence on the returns 
to sericulture. Appendix Ihble I shows the 
wide variations in yields and returns indica¬ 
ted by various studies. This is likely to be 
the result of variations in such factors as 
sample size, area of survey, size of holding 
luid perhaps also reflects the wide variations 
experience between farms. The CSRTl 
flgures art based on relatively controlled 
‘laboratory’ conditions. As the Hanumappa 
study was perhaps the most extensive and 
carefully designed, the figures provided by 
it can be regarded as indicative. They show 
returns of roughly Rs 14,000 per hectare of 
Irrigated land. This is r^orted (by CSRTl) 
to be higher than earnings from any other 
cash crop in the region.*' 

Returns to silk reeling were calculated by 
Hanumappa and Erappa (1985] for 1980-81 
on the basis of a survey of 47 charkha and 
28 cottage basin units in the silk basin 
districts of Mysore, Bangalore and Kolar. 
The figures range from Rs 26 to 31 per kg 
for charkhas and Rs 28 to 46 per kg for cot¬ 
tage basins. More recent evidence from 
Ananthapur in Andhra Pradesh suggests 
profits of Rs 40 to 41 per kg of silk for 
charkha units and losses for government- 
operated filatures.^ 

These losses also occur in Karnataka. 
Both studies show the importance of 
byproducts such as silk waste and pupae in 
generating returns to the activity; the value 
of the byproducts is more than 90 per cent 
of the net returns. 

Por the twisting of mulberry silk, only one 
study—of twisting units in Ananthapur— 
is arailabie;’ This reports that there are 38 
twisting units functioning in the town at pre¬ 
sent. Of these, 70 per cpnt undertake 'job 
work’ processing raw silk for Bangalore silk 
merchants on a contract basis; they charge 
Rs 40 per kg of silk and earn a profit of 
Rs 25. This system minimises risk for the 
unit owners. Those who have adequate 
working capital, on the other hand, under¬ 
take their ‘own business— buying raw silk 
and selling twisted yarn. This system bears 
an element of risk but yields higher profits 
of the order of Rs 32 per kg of silk. 

As weaving has, up to now, been largely 
an informal sector activity, returns to weav¬ 
ing (or weavers’ wages) have been determin¬ 
ed ^ supply-demand considerations with 
some allowance for skill built into the 
system. FAIR, 1985 has scattered informa¬ 


tion on weavers’ wages. Monthly earnings 
in 1982-83 range from Rs 250-350 for plain 
weaves to Rs 350-650 for weaving on raised 
looms with jacquard. By and large, returns 
to weaving appear to be low relative to skill 
and effort—a situation related to the abun¬ 
dance of weaving skills in the major weav¬ 
ing areas—particularly in the context of the 
decline of the cotton handloom as wage pro¬ 
vider. Weavers are largely wage earners with 
master weavers or traders. 

Returns to trading, by contrast, are based 
on standard mark-ups only marginally 
related to market considerations. They can 
vary from 25 per cent for plain yardage up 
to and over 50 per cent for expensive sarees 
with complex weaves. Thus a Kancheepuram 
saree costing Rs 1,100 to produce could be 
sold in the market for Rs 1,800 whereas a 
printed saree costing Rs 260 could be sold 
for Rs 350. 

Value Added 

Based on the above information. Appen¬ 
dix Thble 2 contains a calculation of value 
added at various stages of production of a 
printed handloom silk saree These are based 
on 1983-84 prices, the latest year for which 
all the necessary information is available. 
The total shows that roughly 30 per cent of 
the value of a printed silk saree accrues at 
the primary cocoon production stage The 
processing of silk adds over 10 per cent and 
12.5 per cent accrues to the weaver. Total pro¬ 
duction cost accounts for around 75 per cent 
of final value, with 25 per cent accruing to 
the trader. 

The figures in Appendix Ikble 2 would 
undoubtedly vary from one product to 
another. In the case of traditional woven 
sarees, an alternative calculation is likely to 
show that weaving charges add a far higher 
proportion of the value and together with 
higher trade margins account for most of the 
share of value added going to printing in the 
case of non-traditional printed sarees. Thus, 
it is clear that for a handloom silk product, 
65-75 per cent of final value is added by pro¬ 
ductive sectors of the informal economy.* 

Value added in tasar silk production have 
been calculated by FAIR, 1985 and are con¬ 
tained in Appendix Ihble 3. Here, the 
masterweaver-exporter appropriates 33-40 
per cent of the final value (somewhat higher 
than in the case of mulberry) while reeling 
is just as unremunerative. The apparent dif¬ 
ference in returns to reeling between the two 


Table I: Empioyment in Silk. Production in 1985-86 in India 

(lakh person years) 



Mulberry 

Iksar 

Eri 

Muga 

Plant cultivation 

5.20 

— 

_ 

— 

Rearing 

5.83 

0.24 

— 

0.10 

Reeling 

0.71 

0.30 

0.28 

0.08 

Weaving 

7.23 

0.19 

0.016 

Total 

18.97 

0.73 

0.28 

0.196 

Indirect employment 
(33 per cent) 

6.26 

0.24 

0.09 

0.065 

-Grand total 

25.23 

0.97 

0.37 

0.26 


Source: Appendix Tables 2, 3 and text. 


areas is largely illusory as the Bihaf reeler 
keeps the waste to augment income whereas 
in the Andhra Pradesh case the waste 
belongs to the contractor. The weaving rate 
is low in Andhra partly because of the basic 
skills involved in plain yardage production 
and also because of the low fabric market 
price As in most informal sector economies, 
it is the weak producer rather than the finan¬ 
cially strong trader who is squeezed. 

On the basis of the available evidence, it 
is not easy to obtain accurate and strictly 
comparable estimates of the distribution of 
value added in silk production. Nevertheless, 
an attempt has been made and is presented 
here. The economics of sericulture, obtained 
from the ISEC survey under the Karnataka 
Sericulture Project,'® show that under ir¬ 
rigated conditions, over 50 per cent of the 
returns to improved hybrid cocoon produc¬ 
tion accrue to the farmer as profit. Under 
rainfed conditions, accounting for 39 per 
cent of the total area, the profit to the farmer 
is significantly lower; Successful rearing of 
bivoltines rather than improved hybrids, on 
the other hand, increases the profit. 

The evidence on the economics of reeling 
is contained in Appendix Thble 4. For 
charkha and cottage basin technology, 
labour contributes 30-35 per cent of value 
added. In filature reeling, a losing proposi¬ 
tion in the Indian silk economy, labour con- 


Tabie 2; Distribution of Value Added in 
Silk Production 



Per 
Cent 
of VA 

Per Cent of 
Silk Value 

Sericulture' 


30.4 


Capital 

52.1 


15.8 

Labour 

33.7 


10.3 

Inputs 

14.2 


4.3 

Reeling^ 


7.0 


Capital 

47.5 


3.3 

Labour 

35.5 


2.5 

Inputs 

17.0 


1.2 

Tivisting’ 


3.6 


Capital 

62.5 


2.2 

Labour 

30.0 


1.1 

Inputs 

7.5 


0.3 

Weaving 


12.5 


Labour 



12.5 

Printing* 


21.7 


Capital 

25.0 


5.4 

Labour 

55.0 


11.9 

Inputs 

20.0 


4.4 

Trading 


24.8 


Capital 



24.8 

Tbtal Value 




Realisation 


100 


Share of; 




Capital 



51.5 

Labour 



38.3 

Inputs 



10.2 


Notes: I From EDA, 1987, Appendix Tkble 3. 

2 From Appendix Ikble 4. 

3 Shobhan Babu and Vsnu Oopal 
Reddy (1987]. Job work only. 

4 Based on flgum for hand block 
printing in 19(50 quoted in IDS 
[1983], 
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tributes as much as 45 per cent of the addi¬ 
tional cost of production presumably on ac¬ 
count of the stringent organised sector 
employment rules and inherent inefficien¬ 
cy in public sector production. 

The directly attributable shares of capital 
and labour in silk production are summaris¬ 
ed in Table 2 along with the residual claim¬ 
ed by manufactured inputs, dfl supply from 
grainages and so on. The technologies used 
for the purpose of this table are the most 
labour-intensive employed. Thus, twisting is 
done on a ‘job’ basis, weaving is by hand- 
looms and printing is by the handblock 
method. This calculation shows that the 
overall share of capital in silk production is 
over 50 per cent and that of labour is under 
40 per cent with more capital intensive 
techniques—bivoltine cocoon production, 
(private) filature reeling, modern twisting 
machines, powerloom weaving and machine 
printing—the share of capital is likely to be 
much higher. The combination of techniques 
at various stages of production are 
numerous, however, and Table 2 should be 

regarded as no more than indicative. 

« 

The apparently high share of capital in 
silk production need not necessarily be a 
cause for concern. As Ihble 2 shows, another 
15.9 per cent of final value accrues to the 
sericulturist as profit and 3.3 per cent to the 
reeler. lb the extent that sericulturists and 
reelers belong to the poorer classes the 
returns to capital still constitute a net gain 
in terms of the distributional implications 
of development. 

Again definitive information on the 
economic status of sericulturalists and 
reelers is lacking. Charsley, 1988 suggests 
that, in the mid-1970s, farmers owning more 
than 4 acres in the sericultural belt of south 
Karnataka invariably undertook the activi¬ 
ty whereas others did not necessarily do so. 
With the continuous intensification of the 
activity, it is well known that farmers of all 
classes have become involved though, in¬ 
evitably, the middle and larger farmers are 
likely to contribute a larger proportion to 
output. 

In the case of reeling, rule-of-thumb 
calculations on the basis of ownership pat¬ 
terns, capacities and capacity utilisations of 
charkhas, cottage basins/filatures suggest 
that the lower income group charkha opera¬ 
tors appropriate somewhat mote than 50 per 
cent of the returns. Further, as the con¬ 
sumers of silk consist largely of the urban 
rich or middle classes, the activity con¬ 
tributes significantly to a transfer of wealth 
from urban to rural areas. 

Growth Potential 

Over a 35-year period since 1951-52, silk 
production in India has registered a com¬ 
pound growth rate of 6,4 per cent. This 
growth rate was high in the early 1950s but 
relatively slow after that until the late 1970$. 
In recent years, under the influence of an 
intensive promotional effort, silk produaion 
has grown at over 10 per cent per annum 
from just over 3,250 tonnes in 1976-77 to 
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over 8,500 tonnes of raw silk equivalent in 
1986-87. 

Silk production in India is largely geared 
to domestic consumption. An analysis of the 
availability and utilisation of silk in India 
in recent years shows that overall availability 
has been considerably augmented by grow¬ 
ing imports of both reeled and spun-silk. In 
1986-87, these imports accounted for around 
18 per cent of overall availability and had 
reached the level of 2,000 tonnes. 

Assuming, in the absence of"more precise 
data, that domestic consumption is equi¬ 
valent to availability minus exports it ap¬ 
pears that 80-90 per cent of all available raw 
silk is consumed domestically. Indeed, over 
ihe past few years domestic consumption ap¬ 
pears actually to have exceeded domestic 
production as imports have grown. Similarly, 
exports have grown at over 12 per cent per 
annum over the past decade and are expected 
,to continue to expand at this or higher rates 
in the future. 

An analysis of cocoon and raw silk prices 
in the domestic market shows that, in real 
terms, there is not much variation in the 
margin between cocoon and silk prices from 
year to year. Fluctuations appear to occur 
roughly in tandem and there is no marked 
tendency for either cocoon or raw silk value 
realisation to improve in relation to the rest 
of the economy. Domestically, recent trends 
in expanding markets by limiting price 
increases" have occurred via reduced 
specifications of silk weight, simpler weaving 
(to reduce weaving charges) and so on. 
Though adequate price series are not 
available, the indications are that silk goods 
prices in the domestic markets have risen at 
the same rate as raw silk prices. This sug¬ 
gests a delicate demand-supply balance 
within the context of the relatively liberal silk 
import regime of the past few years. 

It is clear that despite the high growth rate 
of production a considerable potential for 
increasing output for both domestic and ex¬ 
port consumption continues. While this can¬ 
not be quantified to any extent, the substan¬ 
tial imports of raw silk represent an obvious 
target for domestic sericulturalists to meet. 
Declining production in Japan and Korea 
and indications of stagnant production in 
China despite a growing world market, 
underline the open-ended possibilities that 
exist. 

At the same time, silk production in India 
does not place much strain on the existing 
resource base. Presently, the area of 
agricultural land utilised for mulberry 
cultivation constitutes just 0.15 per cent of 
toral cultivated land in India and 1.32 per 
cent in Karnataka. This area could be in¬ 
creased substantially without having a 
significant effect on essential food crop 
cultivation. The input requirements— 
irrigation, fertiliser, pesticides—are relatively 
low as mulberry is a hardy crop. While tradi¬ 
tional processing methods generate local 
employment in equipment production and 
maintenance they demand no unduly 
sophisticated skills.'^ 


Foreign Exchange Earnings 

With large quantities of raw silk being im¬ 
ported in recent years, the balance of trade 
in silk acquires imporunce in the context of 
the net contribution of the activity to the 
economy. The value of silk imports has 
grown from just Rs 3 crore in 1978-79 to an 
estimated Rs 60 crore in 1986-87. Despite 
this rapid growth, the net trade surplus in 
silk has expanded from just Rs 41 crore to 
as much as Rs 140 crore. In real terms (ad¬ 
justing for inflation) this amounts to an 
expansion by a factor of 2.4 or a healthy 
growth rate of 11.4 per cent over the 8-year 
period. 

The contribution of silk exports to overall 
foreign exchange earnings has also been 
growing from just 0.5 per cent in 1976-77 
to nearly 1.5 per cent in 1985-86. Silk is now 
a significant contributor to export earnings. 
In 1987-88, these earnings grew by over 25 
per cent to nearly Rs 255 crore expanding 
the surplus contribution of silk to the trade 
balance and enabling increased imports of 
capital goods for other sectors of the 
economy. 

Price Instability 

Regulaied marketing was introduced in 
cocoon markets in the 1970s and in the Kar¬ 
nataka raw silk market in 1979-80 with the 
objective of curbing malpractices in dealings 
between weak sellers and strong buyers and 
for stabilising prices by curbing speculation. 
In the case of both cocoons and raw silk, 
the availability of the opportunity to sell 
under regulated conditions will clearly have 
had some sobering effect on the exploitative 
practices prevalent in informal trans- 
action.s.''* 

Price stabilisation, on the other hand, has 
been more difficult to achieve. As Rayappa 
and Ajmal Pasha, 1985 have pointed oqt, 
there has been no deceleration in price in¬ 
creases since the introduction of market 
regulation; cocoon prices increased from 
Rs 22 per kg in 1979-80 to Rs 35 per kg in 
1983-84, filature silk from Rs 316 to445 per' 
kg and charkha silk from Rs 250 to Rs 375 
per kg. By 1987-88, these had recorded fur¬ 
ther substantial increases to Rs 70 per kg of 
cocoons, Rs 750-800 per kg of filature silk 
and Rs 650-700 per kg of charkha silk. 
While the magnitude of price increases could 
be simply a reflection of demand-supply 
considerations, it is also interesting to 
examine price variations. Unfortunately, suf¬ 
ficiently detailed information to undertake 
a proper analysis is not presently available. 
Data on annual maximum and minimtun 
prices suggest that the price range has in¬ 
creased from a mere 5-20 per cent before 
regulation to as much as 200-300 per cent 
in recent years. 

There are, of course, problems in inter¬ 
preting this increased price range. Firstly, a 
single sale of very poor quality silk at a very 
low price would show up on ofndal Silk Ex¬ 
change records and increase the price range 
considerably, while the reporting system 
before markd regulation it unlikely to have 
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been sufficientJy sensitive to register all the 
transaction-to-transaction fluctuations. 
Despite this, however, the possibility of in¬ 
creased speculative activity after the intro¬ 
duction of the exchange cannot be totally 
discounted. Unfortunately, the Karnataka 
Silk Marketing Board (KSMB) does not par¬ 
ticipate sufficiently in the transactions at the 
exchange to be a major influence on ihe 
market. Further a study of monthly price 
fluctuations suggests that there may be some 
scope lor KSMB to enlei the exchange as a 
seller as well a buyer in ordci to faciliialc 
price stabilisaiion 

The prevailing price instability in primary 
silk markets undoubtedly leads to spoiadic 
disruption and dislocation in production at 
both the reeling and weaving stages. Price 
variations accentuated bs the seasonable 
supply ol cocoons mean that there are 
periods when, in some areas, there may be 
no reelers working al all Similar disruptions 
are observed in weaving communitic.s. Thus, 
both reelers and weavers have to fall back 
upon other occupations, such as fatming, 
to ensure subsistence and on credit from 
.sericulturists or yarn traders to prolong pro¬ 
duction periods. 

W hile this could be a cause for some con¬ 
cern, It needs to be remembered tha^ spread¬ 
ing ol risk over a number ol economically 
productive activities is a well establrshed part 
of the informal economy. lo the extent that 
the expansion of silk production increases 
the options for a larger group of people, net 
gains arc achieved. II price instability in silk 
production is reduced, those gains can be 
greatly augmented. In a long-term perspec¬ 
tive, the finding of balanced annual price 
variations between inputs and outputs in the 
silk industry emphasises the positive impact 
of the activity on tutal development 

II 

Distributional Issues 

Ft GNOMIC DlSPAKirifcS 

Charsley 11988) has discussed the class 
basis of mulberry sericulture activities in the 
mid-1970s. There is a need for contemporary 
research to update this information and to 
obtain a feel for the situation in Andhra 
Pradesh, Tamil Nadu and other non-tradi- 
tional areas. 

It IS generally assumed that trading and 
employment relationships in the informal 
economy are exploitative in nature, in situa¬ 
tions where the economic options are limited 
and information is scarce, this may indeed 
be the case. However, the expansion of any 
activity not only increases the options for 
the poor in non-traditional areas it also 
makes information and credit more easily 
available and labour and product markets 
more competitive When the state takes a 
hand in facilitating this process through 
regulated marketing, discriminatory credit 
disbursement (under IRDP) and so on, to 
the extent it is effective, exploitative relation¬ 
ships are weakened further. At present 
technological levels, both sericuKure and 
reeling are open to broad sections of the 


population with significant attendant 
benefits for the poor. 

Charsley has indicated that even in the 
mid-1970s before the introduction of market 
regulation, the exploitative cocoon broker 
may have been more myth than reality. Some 
incisive research in the late 1980s could be 
greatly beneficial in determining the 
developmental consequences of the expan¬ 
sion of sericulture, and increased official 
intervention. 

TrcHNOl.OGICAl IJPtiRADATION 

Contrary to the sanguine tone of the 
above discussion, if technological change 
brings about fundamental changes in 
markets and requires significant capital in¬ 
vestment, it can greatly disadvantage those 
who cannot invest. 1 his has been the dilem¬ 
ma of technology-diiven development the 
world over. While technology and evolving 
market preferences cannot be brought to a 
stand still, deliberate choices in favour of 
capital-widening technical change and a 
range of technology options for structurally- 
balanced grow'th can be made. 

In the case of silk production in India, two 
major technical changes appear to be on the 
horizon—the rearing of bivoltine silkworms 
and the introduction of sophisticated tech¬ 
nologies for processing. Bivoltine rearing has 
been promoted by the Central Silk Board for 
many years now with only limited success. 
Difficulties have been encountered in chang¬ 
ing the practices adopted by traditional 
scriculturalists for multivoltine varieties to 
tho.se suitable for bivoltines. A number of 
factors such as attitudinal conservatism, the 
communication gap between ‘developers’ as 
members of the official extension 
mechanism and the community and the lack 
of a significant price incentive could be at 
play here. It is reported that the bivoltine 
strain has established success only with rich 
farmers giving the impression that it is not 
meant for small farmers’’ but the validity 
of this impression is unclear. The restrictive 
effect and techno-economic validity of this 
problem needs to be determined. 

In the context of processing technologies, 
on the other hand, the distributional im¬ 
plications of the introduction of bivoltines 
could be serious. Mechanised filature units 
in India function poorly, by and large 
because of the unsuitability of even cross¬ 
breed cocoons for automatic reeling. As a 
result, the most modern technologies have 
not been introduced. However, given the pre¬ 
sent status of the reeling technology spec¬ 
trum the advantages of automatic reeling for 
silk quality arc substantial and the better 
availability of bivoltines is likely to lead to 
the adoption of the new technology.'*’ Fur¬ 
ther along the production chain, better 
qualtty raw silk will enable sophisticated 
throwing and weaving equipment (presently 
functioning mainly with imported raw silk) 
to utilise domestic silk. As these new tech¬ 
nologies were designed for developed coun¬ 
try conditions, they are basically labour sav¬ 
ing and, if adopted indiscriminately, could 


cause considerable unemployment in the 
processing sectors. 

Fortunately, the indications are that 
bivoltine production will be largely in¬ 
cremental rather than replacing traditional 
cross-breed cocoon production. If this trend 
IS encouraged, value realisation in the export 
markets can be improved at the same time 
as the domestic market provides increasing 
employment in processing as well as seri¬ 
culture. 

WOMEN’S Power 

The issue here is the effect of the inten¬ 
sification of sericulture on women’s power 
as the propositidn of family labour 
employed increases and cash income accrues 
to males. Unfortunately, there is only limited 
evidence (as opposed to casual observation) 
of the extent and nature of female employ¬ 
ment in sericulture. The major activities: 
mulberry cultivation, silkworm rearing, reel¬ 
ing, handloom weaving, are all family acti¬ 
vities undertaken by both males and females 
but some operations are more female-labour 
intensive. These include leaf harvesting and 
chopping, silkworm rearing in sericultuie, 
and cocoon sorting, cooking, floss removal 
and filament casting in reeling and pirn 
winding in weaving. 

Table 3a shows the labour ratios for 
women in Karnataka sericulture estimated 
by a 1981 study. Table 3b shows the ratios 
in raw silk production in Karnataka, Bihar 
and West Bengal as indicated by the 1961 
census. Female labour ratios in Karnataka 
sericulture range from 44 per cent in rain 
fed mulberry areas to 57 per cent in the ir¬ 
rigated mulberry areas of Mysore district. 
The variation is related not only to the type 
of agriculture but also to local tradition with 
variations between districts, talukas and 
parts of a taluka. Female employment at 


Tabi.f 3A: Female Labour Ratios in 
Sericulture in Karnataka 


Activity 

Female Labour 


Ratio 


Rainfed 

Irrigated 


Areas 

Areas 

Mulberry cultivation 

0.25 

0.44 

Silkworm rearing 

0.32 

0.57 

Total: Sericulture 

0.30 

0.54 


Source: Rajapurohit and Govinda [1981], as 
quoted in ISSI [1982]. 


Tabu 3B. Fim.aii Labotr Raiids in Raw 

Sll k PrOIJUC HON 


Area Ratio; Female/Male 

Labour 


Bihar 0.14 

West Bengal 1.42 

Karnataka 1.15 

—Kolar 0.79 

—Mysore 1.31 

Source: Censut 1961 quoted in Rajapurohit and 
Govinda Raju [1981]. 
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Fic.ure- Strategies for Devciopment 


Areas of Policy Concern 


Material Effect 


Developmental Impact 


Input supply 


Production growth: 




Economic 

disparities 


Markc' relorin 


Foreign exchange 
earnings 


over 58 per cent appears to be highest in 
West Bengal silk production. 

If women from sericultural families forego 
alternative paid employment in order to 
assist in sericulture the contribution of 
unpaid labour will undoubtedly result in loss 
of intra-family power. However, Charsley 
suggests that for middle class sericultural 
families, silkworm rearing represents “a 
suitable dom»siic activity for the women¬ 
folk” who would not be expected to work 
outside the home. In this situation the intra¬ 
family balance can hardly be affected. In¬ 
deed, to the extent that women’s labour per¬ 
forms an essential function, the male enjoy¬ 
ment of pecuniary benefits becomes depen¬ 
dent on it and increases female power. When 
sericulture is taken up by lower class families 
women’s power within the home could, of 
course, decline. Yet again, it is clear that if 
overall opportunities for paid employment 


Data: 1980-82 
Rajapurohit and 


Govindraju [1980] 

120 

Nagaraj, Chandrakanth and 


Murthy [Aug 1986] 

I2S 

Hanumappa [1985] 

250 

Data: 1983-84 


Hanumappa 

200 

CSRTI 

595 


expand, the perceived suitability of women 
for the most labour intensive sericultural 
tasks means that women’s employment will 
expand at least as fast and, thereby, result 
in an improved power balance in low income 
household. 


Strategit's for Development 

Despite the lack of definitive information 
in many areas, the discussion above suggests 
that the growth of sericulture and silk pro¬ 
duction in India has a substantive positive 
impact on development. Deriving from this 
discussion (and from the wider study on 
which it is based) a brief consideration of 
policy strategies to maximise the impact of 
the activity on development follows. 

The major areas of policy concern, their 
immediate material effect and the resultant 


4,100 

316 

15,800 

3.000 

296 

8,368 

1.210 

630 

5,607 

4,291 

735 

13,906 

4,345 

1,610 

15,173 


developmental impact is summarisotf Rlflie 
accompanying figure. The size and rate of 
growth of domestic market alone provides 
considerable potential for increasing the con¬ 
tribution of silk production to development. 
As the quality of silk is not a major factor 
in the domest'c market and processing 
capacity utilisations are at sub-optimal 
levels, utilising this potential essenti^ly in¬ 
volves increasing production of cross-breed 
multivoltine cocoons. This will increase rural 
employment; increase returns and improve 
value added distribution through its effect 
on wages; contribute to economic security 
by expanding options and enhance women’s 
status by increasing demand for female 
labour. 

Growth of bivoltine production, on the 
other hand, may not have a significant im¬ 
pact on the domestic market in the short to 
medium term. However, to the extent that 
its growth is incremental it will boost 
employment and could improve returns to 
sericulture. It will also enable processing and 
finishing facilities based on sophisticated 
technologies to work with domestic rather 
than imported raw materials (saving foreign 
exchange) and to enhance value realisation 
and expand the overall export market for in¬ 
creased foreign exchange earnings. Improve¬ 
ments in traditional processing facilities, 
such as the improved charkha developments 
of the CSB research institutes, can also 
enhance returns to reeling through the pro¬ 
duction of better quality raw silk. 

The major areas of policy intervention 
necessary to produce these resalts are input 


Appendix Table 1; Evidence of Returns to Sericulture 


_ Rainfed __ Irrigated _ 

Yield Return ^ Yield Return 

(Kg/Hectare) (Rs/Hectare) (Kg/Hectare) (Rs/Hectare) 
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supply, technology development and 
transfer, cocoon prices and cocoon and raw 
silk marketing. 

(1) Input Supply: The shortage of 
mulberry cuttings (particularly in non- 
traditional areas) and silkworm seed every¬ 
where is a significant constraint in the 
growth of silk production. The shortage of 
seed is reported to be as high as .15 per cent 
of the requirement. The elimination of this 
shortage is obviously a minimum condition 
for production growth. While the silk pro¬ 
motion agencies are already engaged in the 
creation of new facilities, the possibility of 
luring organised initiative into the field ha.s 
been suggested.'" This may be worth trying 

(2) Technology Development and Transfer. 
Considerable resouices have been and 
continue to be devoted to the technology 
development system It is difficult tor a lay 
observer to comment on the merits ol the 
technical developments that have taken place. 
Unfortunately, it is clear that despite the net¬ 
work of extension centres there is a com¬ 
munication gap in the transfer of research 
results to sericulturalisls and processors. 

This communication problem appears to 
affect not only the extension network which 
is responsible for dissemination but also the 
technology development system itself. The 
improved manual reeling technologies 
developed by the CSRTI and CS'I'RI are a 
case in point. Both devices have been ‘releas¬ 
ed’ as developed and it is the local seiieulture 
authorities who are supposed to encourage 
and oversee dissemination «ilhoul any 
systematic interaction with or invoivciiieni 
of the technologists. As a result during a 
brief field visit, the author found that- 

i) No authoritative figures on the numbers 
of improved reeling machines in the field 
were available; 

ii) The devices manufactured under licence 
are unsatisfactorily engineered and do 
not always conform to design 
specifications; 

iii) Cost parameters arc not adhered to; 

iv) Machine operation and maintenance is 
poorly understood; and 

v) Tlic recommended two-basin CSRTI 
unit is too heavy for continuous manual 
operation by one person and needs 
either two people to take turns or the 
attchmeni of a motor. 

Thus though the technical benefits of the 
devices appear to be appreciated by reelcrs 
who have seen them demonstrated there is 
disappointment as engineering and systemic 
problems have hindered operations in the 
field. The lack of systematic technical feed¬ 
back and of a continuous process of 
technical development, adaptation and field 
guidance has deprived the technologists of 
valuable information which could enable 
them to adapt the device and their opera¬ 
tional parameters to suit varying working 
conditions. It has also hampered the process 
of adoption and could, if allowed to con¬ 
tinue in its present disorganised form, lead 
in the long run to the rejection of the 
technology by users. 

Technologists at thb silk research institutes 


have expressed their inability to deal with the 
extension issues raised above. These are 
perceived as being outside the sphere of 
scientific responsibility. Yet experimental 
results notwithstanding, a rejection of their 
technology by users would amount to the 
failure of the entire technical development 
project. 

Clearly, the demonstration of technical 
improvements under laboratory and selected 
field conditions cannot be seen as the suc¬ 
cessful culmination of R and D. It is really 
part of a process which continues with large- 
scale field testing, feedback and adaptation 
to field conditions. It is only through such 
an interactive approach to technology 


transfer that the benefits of development can 
be made widely available. 

(3) Cocoon Prices: The strength of 
economic incentives is greatly under-valued 
in this country. Yet interaction with 
sericulturists, reelers, and weavers reveals 
their importance here as anywhere else in the 
world. When this factor is linked to the high 
perceived risk of bivoltine rearing, it is sur¬ 
prising to discover that bivoltine cocoons 
presently fetch little or no premium in the 
market. This simply explains*the limited suc¬ 
cess of the bivoltine programme. Similarly, 
in the non-traditional areas located far from 
established markets, local purchasing is 
undertaken by the promoting organisations 


Appfndix Table 2; Vaiije Added at Various Stages of Mulberry Silk Production (1983-84) 


Stage of Production 


1 Sericulture: 

Cocoon produciion per hectare- 735 kg 
Puce range: Rs 28-38/kg 
average: Rs 35.76/kg 
Values of sales 

2 Keeling 
Rcnditta: 9.5 

Raw silk produciion: 77.37 kg 
Silk exchange price range Rs 195-536/kg 
average: Rs 377.26/kg 
Income from waste: (a Rs 40/kg of silk 
Value added 
.1 Iwislitig 

Job woik ii Rs 40/kg ol silk 

4 H'eaving 

Plain yardage—production 36m/month 

Weavers’ earnings—Rs 250-350/monlh 

Total production @ 45 gms/meire of degummed silk 

or 60 gm/metre of reeled silk. 1,290 metres 

Total weaving charges 

5 Printing 

Charges @ Rs 80/saree ol 5.5 metres 
or Rs 14.55/meire 
Total for 1,290 metres 
Sub-total: Cost of Production 
Value of by-products 

6 Tiading 
Margin 

7 Value realisation 

Selling price @ Rs 355/sartc of 5.5 metres 
or Rs 64.55/metre 
Sales value 
Value of by-products 
1btal Value Realisation 


Value (Rs) Per Cent of 
Final Value 


26.285 

30.4 

6,000 

7.0 

3,095 

3 6 


10,750 

12.5 

18,770 

21.7 

61,805 

71.6 

3,095 

3.6 

21,460 

24.8 


83,265 

96.4 

3,095 

3.6 

86,360 

100.0 


Appendix Table 3: Value Added in Tasar Silk (1982-83) 



Bihar Saree, Length; 5 m 

Andhra Pradesh Material 




Length: 

12 mm 


Rs 

Per Cent 

Rs 

Per Cent 

Cocoon production 

65 

25 

310 

46 

Reeling 

20 

8 

% 

14 

Weaving 

70 

27 

48 

7 


155 


454 


Overheads/profit 

105 

40 

226 

33 


260 

100 

680 

100 

Price per metre 

52 


57 



Sourer. FAIR, 1985. 
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Appendix Table 4: Economics of Reeling 


Cost of 

Rs 

Per Cent of VA 

Rs 

Per Cent of VA 



Karnataka; 

1980-81' 



Charka 

Cottage Basin 

Cocoons 

250.41 

_ 

255.90 

— 

Labour 

24.45 

32.6 

30.11 

30.8 

Other inputs 





Interests and depreciation 

19.74 

26.3 

21.20 

21.7 

Total cost 

294.60 

— 

307.20 

_ 

Revenue 

325.40 

_ 

353.70 

— 

Return 

30.80 

41.1 

46.50 

47.5 

Value added (VA) 

74.90 

100.0 

97.80 

100.0 



Aanthapur, Andhra Pradesh ■ 

1986^ 


Charka 


Filature 

Cocoons 

403.45 

— 

468.73 


Labour 

36.14 

38.3 

39.90 

69.1 

Other inputs 

11.70 

12.2 

12.60 

21.8 

Interest/department 

4.44 

4.7 

36.39 

63.0 

Total cost 

• 455.54 

— 

555.64 

— 

Revenue 

497.93 

— 

526.48 


Return 

42.39 

44.9 

(-) 30.16 

(-) 53.9 

Value added 

94.88 

100.0 

57.73 

100.0 


Source: I Hanumappa and Erappa [1983]. 

2 Shobhan Banu and Venn Gopal Reddy [1987], 


but the prices paid appear to be lower than 
those prevailing in the markets of southern 
Karnataka. Instead of being rewarded for 
undertaking new activities, progressive 
sericulturaiists appear to pay a penalty. 

There is, thus, a strong case for the in¬ 
troduction of a system of ‘incentive’ prices 
whereby bivoltines can always be sold at a 
premium above cross-breed cocoons (depen¬ 
ding on an assessment of the perceived risk 
factor) and cross-breed cocoons in non- 
traditional areas fetch the price prevailing in 
the Ramanagaram market. As the demand 
for bivoltines grows with the establishment 
of concomitant processing facilities, the 
demands on the price support system will 
^ naturally decline. For cross-breed cocoons 
also the need for support will reduce as local 
markets become established. 

(4) Market Regulation: From the infor¬ 
mation available, it appears that while co¬ 
coon market regulation is reasonably suc¬ 
cessful in Karnataka, the silk exchange is less 
so. There is scope for further economic 
analysis to determine this and its causes. At 
the same time, some immediate measures for 
improving the efficacy of the silk exchange 
appear advisable. These are the specification 
of a more active price support role for the 
KSMB and the introduction of a scientific 
testing and grading system to provide the en¬ 
tire trade with a more uniform base. 

IV 

Conclusion 

The discussion in this paper suggests that 
a more systematic approach is required to 
obtain the socio-economic information 
, necessary to determine the developmental 
impact of silk production. Nevertheless, the 
indications are that the present production 
systems produce a significant positive im¬ 


pact. Though technical change cannot be 
postponed indefinitely, ii can at least be 
managed in the foreseeable future to aug¬ 
ment the contribution of silk production lo 
development. The potential is enormous; 
more professional and commercial long¬ 
term strategies than those employed up to 
now could be instrumental in realising the 
wealth of opportunities that exists. 

Notes 

[An earlier version of this paper was pre.senied 
at the International Congress on Tropical 
Sericulture held at Bangalore in February, 1988. 
The author is grateful lo the participants of the 
session on Sericulture and Rural Development 
for their comments.'] 

1 EDA [1987]. This was sponsored by the 
Intermediate Technology Development 
Group, Rugby, UK. 

2 Charsley, [1988], 

2A SDC [1988]. 

3 GOl [1985], p 108. 

4 GOl [1980], p 198. 

5 Benchamin and Jolly [1987] 

6. The Price Stabilisation Committee also 
reported in March 1982 that net returns lo 
mulberry sericulture were higher even than 
those to sugarcane and potato Reported in 
Bhatikar [1985]. 

7 Shobhan Babu and Venu Gopal Reddy 
[1987]. 

8 Ibid 

9 However, all this value does not necessari¬ 
ly accrue to the rural poor as inputs such 
as fertilisers, irrigation pumps, depreciation 
on reeling and/cr twisting machines; dyes 
are also involved. 

10 Hanumappa [1986]. 

11 Thimmaiah and Nagabhushana [1985] have 
shown that price as well as income elastici¬ 
ty of demand for silk is high. 

12 The effects of sophisticated processing 
technologies now making their entry into 
the industry are discussed later. 


13 The actual figures would be somewhat lowe, 
if recent imports of capital goods for 
sophisticated modern silk throwing units 
were taken into account. 

14 Though ii IS clear they cannot be completely 
eliminated until larger proportions of these 
commodities are traded at the regulated 
markets. 

15 Ramakrishnan [1987]. 

16 Always assuming that the market is willing 
to provide a premium for improved quality 
silk The traditional Indian market values 
weaving skills more than silk quality so that 
premia would mainly have to be sought in 
the export market. 

17 ISST [1982]. 

18 Ramakrishnan [1987] 
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DISCUSSION 


Thermodynamics and Value of 
Capital Goods 

R Banerjee 

HRISHIKES BHATIAC HARYA (‘Towards 


a Theory of the Value of Capital: A Techno- 
Economic Approach’, EPW, Review of 
Industry and Management, November 26) 
attempts to construct a theoretical 
framework for determining the value of a 
capital good. The author claims to be pro¬ 
voked by the “a priori assumption of 
^ponential decay in capital goods” made 
in most studies with no theoretical justifica¬ 
tion, He then proceeds to develop a theory 
which itself is based on similar assumptions 
disguised in a veneer of thermodynamic 
respectability. 

The author is clearly constrained by his 
incorrect understanding of thermodynamic 
concepts. Though this is not the forum to 
discuss elementary thermodynamics, it will 
be instructive to point out a few of the 
mistakes in the article. 

The crux of the author’s argument 
revolves around the following passage: 

An actual engine which cannot avoid 
being friction prone, hence irreversible, will, 
therrfore, have an inefficiency level built into 
it and hence starts with a lower efficien'T 
ratio as compared to an ideal engine. If, 
however, this ratio, which we may term as 
actual efficiency ratio, remains constant it is 
possible to construct a second order per¬ 
petual motion machine by thermally isolating 
the system from all other bodies and feeding 
back the energy consumed due to friction. 
The efficiency ratio of an actual engine 
is less than one. But thi.s ratio can be con¬ 
stant without contravening the laws of 
thermodynamics. Actual engines operate 
with constant efficiency ratios for signi¬ 
ficantly long periods of time. 

The author seems to be confused about 
the meaning of irreversibility. He equates 
irreversibility with friction. Friction is one 
of the dissipative mechanisms which ac¬ 
counts for irreversibility, but there are also 
processes with no moving parts and no fric¬ 
tion which arc irreversible. 

The irreversible nature of a process implies 
that it is not possible to obtain the raw 
materials and the input energy back from 
the finished products by running the process 
in the reverse direction, without any addi¬ 
tional work input. It does not imply that 
each subsequent cycle will need an additional 
amount of heat energy. The author’s con¬ 
tention does not follow from any physical 
law and is merely an arbitrary assumption. 

This erroneous logic is repeated by 
the author tor raw materials. Georgescu 
Roentgen's statement of the fourth law of 
thermodynamics states that complete recycl¬ 
ing of materials is not po.ssibic and implies 
that the processing efficiency of materials 
is less than one There is no basis for the 
author's assertion that each subsequent 


operation would require increased raw 
materials. 

The author seems to be guided by his a 
priori assumption of exponential decay. By 
his flawed logic he concludes that the rate 
of energy and material use would increase 
and then naturally concludes that this 
increasing rate must be an exponential one. 
Thus the author’s theoretical framework is 
suspect and renders his argument invalid. 

Apart from the misinterpretation of 
physical laws, the author also commits other 
errors. 1b present a general equation of value 
the author converts all physical inputs and 
outputs to their monetary values and then 
proceeds to treat each of these terms as if 
they were physical quantities. 

The division of the production system into 
two parts is unnecessary. The transforming 
network, as defined by the author, is a heat 
engine. Industrial equipment require either 
heat (usually provided as steam) or motive 
power (work). For steam no heat engine is 
involved. The boiler (steam generator) 
normally serves the entire plant and the age 
of the boiler may differ significantly from 
the ages of individual items of capital ^uip- 
ment. The motive work requirement is met 
by electricity from the grid. The central 
generating station’s performance and the 
power cost are clearly not linked to the age 


of the downstream capital equipment in the 
user industry. Hence the analysis done for 
the heat engine is inappropriate. 

It is preferable to use the assumption of 
exponential decay, realising its limitations, 
rather than opt for a false sense of a 
theoretical framework based on flawed logic 
and incorrect application of thermo¬ 
dynamics. 

The preceding arguments do not imply 
that thermodynamics has no role in 
economic analysis. On the contrary, the 
limitations of the mechanical equilibrium 
are being realised by economists. This has 
led to a recognition of the constraints 
imposed by finite natural resources and 
adverse environmental effects. This has 
motivated the search for a new paradigm' 
which incorporates physical laws of transfor¬ 
mation of energy and matter and principles 
of ecosystems. Such a paradigm can provide 
useful information regarding optimal 
resource use, evaluation of processing alter¬ 
natives and help in rational decision-making. 

However any .such analysis requires a clear 
definition of system boundaries and correct 
application of physical laws. Bhattacharya 
chooses to circumvent these basic steps and 
makes a mockery of the new paradigm. 

* For an excellent description of the assump¬ 
tions and techniques used in this new 
paradigm, see Energy Analysis: A New 
Public Policy 7bol (ed), Martha W Gilliland, 
AAAS Selected Symposium 9 and Energy, 
Economics and the Environment; Conflicting 
yiews of an Essential Interrelationship (ed), 
H E Daly and A F Umana, AAAS Selected 
Symposium 64. 
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LETTERS TO EDITOR 


Nuclear Power Politics 

APROPOS The Politics of Nuclear Plant in 
Andhra Pradesh' b> N Vcnugopal (Scpieinber . 1 , 
IV88), I would like to add a lew more facts in 
order to enrich the article. 

The politicking has originated from the in¬ 
disputable fact that the so-called communists 
in the area have become a class by themselves. 
By and large the people in and around Pot- 
tichelama, where it is proposed to build the 
atomic plant, waited and waited for long to 
witness a new era ushering in. It was much 
before the Nagarjuna Sagar project, the 
engineering marvel of the country, had come 
up. They expected that the project would open 
new vistas in their lives with regard to irrigation. 

However, their hopes were doomed in no 
time. While they waited anxiously for the dam 
to water their lands, it opened up just next to 
them—9s few yards away from the outskirts of 
Chalakurthy which is now threatened—and 
started its journey from there to far off places, 
leaving behind the entire area which had ac¬ 
tually given birth to the dam. 

The people in the village had no hope of be¬ 
ing benefited in any other way either. While 
those who were benefited by the Sagar waters 
in far away places could get about Rs 60,(XX) 
per acre, the Chalakurthy villagers cannot even 
dream of such an amount. 

This plight gave rise to false hopes when the 
atomic power plant was envisaged in the area. 
The entire area had a communist influence as 
a result of its proximity to the then lelangana 
movement. The landed gentry, which surpris¬ 
ingly consists of the then communists, wish to 
sell away the lands to the government for the 
purpose of the Sagar Atomic Power Plant, thus 
they arc now trying to get the benefits that their 
counterparts could get in the far off places, the 
low lying areas which have irrigation facility 
They have only been waning lor a tight and 
‘ripe’ time to move away from the village(s) in 
the hope of starting some kind of lucrative 
business. 

Now unfolds the other side of the story 
While this is the aspiration of the communists 
on the 'spot', their comrades in nearby villages, 
too, own large belts of lands. They also own 
pump sets which require ‘uninterrupted’ power 
supply, which, they think is possible only with 
the setting up of the atomic power plant. 
Ironically enough they are not even aware of 
the lact that the power generated by atomic 
power plants will be connected to the national 
power grids. 

However, people in the area have, in the re¬ 
cent times, become more aware of the pros and 
cons of the proposed nuclear plant. Their 
understanding is two-fold. One. they cannot 
afford to migrate to another place now, after 
having already migrated once nearly two 
decade, ago when the S.igar dam was built 
They believe their roots are in this area. They 
cannot leave either their meagre lands or their 
livestock. They, therefore, rule out any submis¬ 
sion to the pressures likely to be mounted by 


the government, should it decide finally to wave 
the green flag. Two: they already know a little 
bit of the consequences of nuclear power 
plants. This part of the work was successfully 
being carried out by those who, by conviction, 
oppose nuclear energy as being against the in¬ 
terests of the mankind. Hence, the malicious 
propaganda unleashed systematically by the 
CPI and CPM leaders against those who 
oppose the Sagar nuclear plant, since the class 
interests of the ‘reds’ in the area has been ex¬ 
posed to a certain extent. 

B Jacan 

Vijayawada 

District Planning 

REFERENCE is invited to the article ‘District 
Planning; New Delhi Style’ by Arun Ghosh 
(October 15, 1988). We wish to point out cer¬ 
tain inaccuracies and wrong premises in the ar¬ 
ticle in order to correct any wrong impressions 
that it IS likely to have left the readers with. 

To list a few of the inaccuracies; 

(1) R.s 5-7 lakh are being funded for prepar¬ 
ing district plans. 

(ii) Such plans/abstract models are being 
prepared for all the districts in this country and 
that Rs 20 crore of the tax-payers’ money would 
be spent on this exercise 

(iii) Computerised information is being 
developed merely to transmit and to store in¬ 
formation at New Delhi. 

(iv) The data is obviously not meant to be 
used by the local people. The idea that district 
plans are to be centralised and incorporated 
into the Eighth Plan can only mean one thing: 
The states are no longer relevant; the centre 
would now directly deal with each di.strict. 

The factual position is: 

(1) Realising that we have to go a long way 
in bringing about sophistication in the plan¬ 
ning exercise at the district level, the long¬ 
standing scheme of strengthening the planning 
machinery at the district level was enlarged in 
scope to enable the states to make available to 
the district planning staff the help of experts 
in preparing one district plan which could be 
used as a model for other districts. It is a one¬ 
time assistance, limited to Rs I lakh, on the 
basis of matching contribution to be provided 
by the state. It is expected to upgrade the 
technical skill and provide work expeiience in 
the art of preparing realistic district plans. 

(2) It would be clear from this that the 
allegation that Rs 20 crore of the taxpayers’ 
money would get spent on this exercise is ba.sed 
on a fictitious surmise. 

(3) As regards the role of the National Infor¬ 
matics Centre (NIC), it is designed to give in¬ 
formation storage and analysis support to the 
districi administration, the state governments 
and the central government. NIC facilities in 
the Slates arc being set up under the terms of 
a memorandum of understanding executed bet¬ 
ween the state government concerned and the 
NIC. The purpose is to assist local authorities 


to systematically assemble and use socio¬ 
economic data for planning and moniwriiu 
purposes using computer facilities. Field data 
flow mutually between the state and centte even 
traditionally; NICNET will help to make this 
process quicker and more regular for mutual 
benefit. It may be added that collection of data, 
its entry, preparation and validation will be 
entirely the responsibility of the state. 

In view of the above, to suggest that NIC in¬ 
formation system is “designed merely to be 
transmitted to and stored by the NIC at New 
Delhi”, impliedly for the benefit of the centre 
to the detriment of the states’ interest, is a 
travesty of the truth. 

MAHENDRA JHAMB 
Press Information Bureau, 

New Delhi. 

Poet in Prison 

I WOUl.D like to bring to your notice the sad 
plight of P Vara Vara Rao, one of the foremost 
revolutionary poets and journali.sts of Andhra 
Pradt.sh You are probably not aware that he 
has been languishing behind bars ever since he 
had decided, three years or more ago, to cancel 
his bail in the 15 year-old Secunderabad ‘con¬ 
spiracy’ case because his life outside was being 
threatened not only by the police of his home¬ 
town Warrangal, but also by BJP and RSS 
elements and the hoodlums of one of the many 
communist parties. ^ 

Once he was in their custody, the state 
government has left no Si.yne unturned iii order 
that he be condemned to indefinite imprison¬ 
ment, by foisting one false criminal case against 
him after another. He was dubbed a ‘terrorist’ 
who distributed bombs to young men in his 
house, stoned a police Cl in a railway station, 
conspired to kill a constable in forests and, 
finally, participated in a criminal ‘conspiracy’ 
to overthrow the government as ‘established by 
law'. His splendid book of poems, whose title 
in English is Portrait of the Future, had been 
banned even before it came into shops for sale. 
He was obliged to discontinue publication of 
the 25 year-old illustrious literary monthly, 
Srijana, due to the adverse circumstances 
enveloping him from many sides. 

Without a concerted move by writers, jour¬ 
nalists, doctors, civil liberties' activists and the 
like, it IS almost impossible to get him out of 
jail, now that he has come to appreciate the 
relative merits of libertj' which is, as he now 
says, more meaningful than inactive life in jail. 
In the darkest days of the colonial rule, intellec¬ 
tuals like Bhandarkar and even Max Mueller 
had brought pressure to bear on the government 
to release B G Tilak, undergoing a sentence of 
three years on sedition charges. 

K VR 

All India League tor 

Revolutionary Culture 
Kavali, 

Andhra Pradesh. 
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Tamil Nadu Pointers 


T he results of the Tamil Nadu elections have been 
welcomed by progressive opinion in the country, not 
really for the return to power of the DMK that has ensued, 
but for its counterpart in the form of the ignominious 
debacle suffered by the Rajiv Gandhi coterie and its possi¬ 
ble impact on the Congress(I)’s fortunes in the Lok Sabha 
elections now looming ahead. That the second had to be 
secured at the price of the first as a characteristic com¬ 
pulsion is undeniable and therefore there may be a case 
for the CPl(M)’s tie-up with the less than reputable DMK 
being accepted on larger considerations. The CPI(M) itself 
should, however, be self-conscious about its own sacri¬ 
fice—namely, that it had to stomach its public position 
on political corruption and its championship of national 
unity, reiterated most recently in justification of the 
initiation of the so-called National Campaign Committee. 
It was indeed a sacrifice of these commitments when the 
party embraced the DMK led by M Karunanidhi with a 
faction of the Muslim League in the latter’s tow. 

The acceptance of the CPI(M)’s general approach does 
not necessarily entail appreciation of its specific applica¬ 
tion. Indeed, there are grounds for reservations in the 
evaluation of the CPl(M)’s actual practice. The stated 
thrust of the party’s overall tactical line is the formation 
of a Left core within the broader framework of a Left and 
democratic alliance. The two-fold implications of this line 
are, first, a certain critical distance from and refusal of 
a total identification with the dubious elements of an 
alliance which may be forced upon the party by certain 
inescapable compulsions, and, secondly, a certain pre¬ 
eminence accorded to understanding among the Left 
forces within the broader framework of the Left and demo¬ 
cratic alliance. In the Tamil Nadu elections, however, the 
CPI(M) seems to have to a large extent disregarded both 
these obligations. There is no evidence that it has given 
any hints of its discomfort in the company of markedly 
corrupt politicians and exponents of region^ and religious 
parochialism, nor has it displayed any particular keenness 
for any sort of Left consolidation through an understan¬ 
ding with the CPI. Rather, according to reports, it vied 
with the DMK in trying to squeeze the CPI’s stature and 
ultimately succeeded in driving it into the embrace of the 
Jayalalitha faction of the AIADMK. This in the event led 
to direct contests between the two communist parties in 
some constituencies and made a gift of at least two seats to 
the Congress(I) because of the split in the communist vote. 

The CPI(M) has in fact gone as far as to describe the 
DMK victory as a ‘victory of Left and democratic farces’. 


ignoring the shifting role of Karunanidhi in the past. He 
was Indira Gandhi’s electoral ally in the 1971 general elec¬ 
tions, but opposed the Emergency and as a result the 
DMK government was ousted in 1976. That did not pre¬ 
vent him from allying with Indira Gandhi in the 1980 
general elections. Regional interests, factional rivalries with 
M G Ramachandran and populist postures rather than 
any coherent political ideology have guided the electoral 
decisions of the DMK, as well as of its various progenies, 
the different AIADMK groups. If such decisions at a cer¬ 
tain historical juncture help the routing of a corrupt and 
repressive central power such as the Congress(l) the out¬ 
come should be welcomed. But let us not delude ourselves 
into believing that it is a victory of ‘Ix;ft and democratic 
forces’. The basis of the alliance is quite fragile and, at 
another twist of the course of history, can collapse with 
the DMK shifting its friendly ties from the Left to the 
Right. 

On the national level loo the Left appears to be 
embracing the fair-weather world of political turncoats. 
If the entire exercise of the forging of a National 
Campaign Committee was to pressurise the .lanata Dal 
to mend its ways, it has ended up in yet another oppor¬ 
tunistic alliance as brittle as the Janata Dal or the National 
Front. The rump Lok Dal of Bahuguna and the so-called 
Jan Morcha of Ram Dhan—which arc the other com¬ 
ponents of the National Campaign Committee—are by 
no means heavyweights in the national political scenario, 
either in electoral terms or at the grassroots level, to help 
the Left to influence the Janata Dal or the National Front. 
Political turncoats like Bahuguna, who has shifted back 
and forth from one party to another in the last decade, 
do not inspire much confidence among the people, and 
may turn out to be embarrassing liabilities for the U'ft. 
One only hopes that the National Campaign Committee 
does not finally embrace politicians with a dubious reputa¬ 
tion like the Janata dissident Subramaniam Swamy, who 
has offered an olive branch to the IjcIT, stating that he 
is against BJP communalism and agrees with the Ixrft on 
the government’s foreign policies regarding China and the 
Soviet Union—no doubt with an eye to the CPI(M)’s 
dissatisfaction with the Janata Dal’s opposition to Rajiv 
Gandhi’s China visit and its soft-pedalling attitude 
towards the BJP. Politicians like Subramaniam Swamy, 
who have been marginalised by the national opposition 
parties and who lack any mass base, might well seek a 
berth on some other national platform by voicing slogans 
that please the Left. 
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PHARMACEUTICALS 

Fiction of a Policy 

THE latest changes being introduced in 
the Drug Price Control Order (DPCO) of 
1987 prove beyond doubt that effectively 
there is nothing like a policy for pharma¬ 
ceuticals in this country. The new amend¬ 
ment makes a mockery of the categorisa¬ 
tion which had been introduced with the 
new drug policy. Some 15 drugs have been 
decontrolled, four drugs have been moved 
from Category 1 to Category II and all 
vitamin formulations other than Vitamin A 
and C have been removed from price 
control. 

As per the ‘drug policy’ introduced in 
December 1986 Category 1 included drugs 
which were used in the national health 
programmes and would be allowed a mark 
up of 75 pet cent while Category II drugs, 
that is those “which are al.so considered 
essential tor the health needs” would be 
allowed a mark up of 100 per cent. This 
further reduced the price control basket 
to 165 drugs from the earlier 3.50 under 
the DPCO 1978. The new drug policy of 
1987 had made an assurance that the 
government would retain “the right to 
bring within the ambit of control any drug 
in the de-controlled category”. Instead, 
however, more drugs have been conve¬ 
niently allowed out of the price control 
basket. 

Needless to say, the essentiality of a 
drug has had little to do with the govern¬ 
ment’s decision. In the recent amendment, 
for instance, rifampicin, an anti-TB and 
anti-leprosy drug, has been shifted from 
Category I to 11 on the grounds, to quote 
from news reports, that it is an ‘advanced 
drug’ and its production involves several 
crores of rupees. The fact that rifampicin 
is a modern antibiotic which has drama¬ 
tically reduced the length of treatment foi 
TB and has, as a part of the multi regimen 
treatment for leprosy, been able to lower 
the chances of reaction or resistance to the 
older DDS, has altogether been ignored. 
With the proportional allocation on health 
programmes constantly being stepped 
down, either the anti-TB/leprosy program¬ 
mes will now narrow their target focus or 
continue with older and longer term 
treatments, with the inherent problems of 
drug reaction, high drop-outs, etc. As it 
is, the government is already promoting 
the fiction that the incidence of tuber¬ 
culosis is on the down trend. With the cost 
of drugs going up, this tendency will only 
get an added impetus. Even more puzzling 
is the release of oral rehydiation salts 
(ORS) from the price control category. 
The programme for the prevention of 
dehydration has received lot of emphasis 
in the government’s health education cam¬ 
paigns. especially those which are a part 
ol the iliild survival programme. To 
decontrol ORS is as good as shelving the 
piogramnie of preventing dehydration. 


Drug consumer groups have been agita¬ 
ting for an expansion of the Category 1 
pointing out that essential vitamins like 
Vitamin A (for the prevention of blind¬ 
ness) been included only in the second 
category. The government has now chosen 
to decontrol all vitamins which were in 
Category II except vitamin formulations 
of A and C. Similarly, paracetamol, an 
anti-pyretic drug, among the safest for 
bringing down fevers, has been decontroll¬ 
ed. Clearly, the government is abandoning 
even the pretence of concern for the health 
of the people. 

POLITICS 

(]oiigress<irs Regional 
Card 

THE results of the elections to the 
Nagaland and Mizoram assemblies do not 
necessarily mean that the larger disaster 
that the Congress Party is facing in the 
country can in any way be mitigated. 
Purely local factors, as well as clever 
management of certain specific advan¬ 
tages and resources, appear to have turned 
the trick in favour ot the Congress in these 
two states. 

In both the states, the elections had to 
be held long before they were due because 
existing governments lo.st their legislative 
majority due to defections. At least in one 
ca.se the state could well have done with¬ 
out this exercise; for in Nagaland, the 
legislators who deserted the Congress and 
joined hands with the opposition clearly 
formed a majority and could have provid¬ 
ed a government no worse than the otte 
they had deserted. Having refused to 
countenance the legitimacy of defections 
when it adversely affected the fortunes of 
the Congress, the centre could scarcely 
take a different stand a month later when 
a similar event occurred in Mizoram, this 
time with the apparently stable MNF 
regime being deserted by nine of its 
supporters. 

Though the Congress has won in both 
the states, its success in Nagaland holds 
some serious lessons for the party which 
however it is unlikely to heed. For the out¬ 
come of the Nagaland elections means 
much more than the victory of the Con- 
gress(l); it means the return of S C Jamir 
as chief minister of the state—the very 
person whom the Congress leadership had 
eased out just a little over two years ago 
on charges of corruption. That action, as 
was evident even then, was related not so 
much to the alleged corruption on the part 
of Jamir as to the infighting in the Con- 
gres.s(l) in the state as well as to the nor¬ 
mal uneasiness of the cent ral leadership 
of the party with any leader in the .states 
who may show signs of having .some sort 
of a power base of his own. The pheno¬ 
menon is all too familiar in the heartland 
and variations of the theme are presently 


being played in states like Bihar, Madhya 
Pradesh and Rajasthan. S C Jamir’s fault 
w^as that being a political operator as 
.sophisticated as any traditional Congress 
leadei, he was strengthening himself even 
while making all the ritual affirmations 
of loyalty to the central leadership. 

But the removal of Jamir only created 
more problems for the Congress in 
Nagaland, his successor turning out to be 
as venal and far less efficient. Hence once 
again the change of horses in mid-stream 
after Jamir had administered the bitter 
lesson through his proxies in the state 
Congress in July last year. 

The failure of the Nagaland Peoples 
Council (NPC) to exploit these internal 
divisions in the Congress was not un¬ 
expected. The party was the result of a 
hastily cobbled alliance of the old Naga 
National Democratic Party (NNDP), tht 
smaller regional party, the Naga People’s 
Parly (NPP) and those of the original 13 
Congress legislators who had left the party 
(strictly speaking, revolted against the 
leadership of Hokishe Serna) and had 
chosen to stay with the opposition. But 
‘regionalism’ is a game which the Con- 
gress(I) has always played with far greatei 
flair and persuasiveness in the north-east 
than any avowedly regional party. Thus, 
on the two issues of protecting and pro¬ 
moting ‘Naga’ identity, and the establish¬ 
ment of contacts with the Naga ‘under¬ 
ground’ with a view to a settlement of the 
‘political question’ in Nagaland, which the 
NPC tried to project as the issues in the 
state, the Congress(I) presented itself as 
more qualified to tackle these than the 
regional party. Indeed, leaving aside the 
question of ‘identity’, if the new govern¬ 
ment is able to take some initiative with 
regard to the second of these concerns and 
achieve a breakthrough, leading to the end 
of fratricidal divisions in Naga society, 
one would not even grudge the party its 
victory, however dubiously it might have 
been achieved. 

For there is little doubt that in 
Nagaland at least, the use of money power 
to win elections has now become the 
norm. Even the new chief minister 
S C Jamir, who certainly should be well 
informed in this regard, has bemoaned the 
enormous amounts of money that all con¬ 
testing candidates are now obliged to 
spend in elections in Nagaland. This is a 
game which a regional party, long out of 
political office and further inhibited by 
lack of skills in this regard, can never win. 
Thus, the victory of Congress(l) was 
almost a foregone conclusion; what is sur¬ 
prising is the rather good show put up by 
the Nagaland Peoples Council which has 
improved upon its previous .performance 
by winning 24 seats (out of the 57 seats 
whose results have been announced) 
against the 17 it had won about a year ago. 

Unlike in Nagaland where there was vir¬ 
tually a straight fight between the Con- 
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gress and ihe NPC (no other party or any 
independent candidate has won a seat in 
Nagaland), in Mi 2 orani the presence of 
three (and four, if one were to include the 
Hmar National Consention which con¬ 
tested three seats in Aizawl district) 
regional parties (The MNF, the Peoples 
Conference and Mizo National Union) 
has decidedly helped the Congress (I). 
Further, the split in the Mizo National 
Front (MNF) and the decision of the 
MNF dissidents to make common cause 
with the Congrcss(I) also affected the for¬ 
tunes of the MNF. In the event, the MNF 
which had won an emphatic victory just 
about two years ago by securing 24 of the 
40 seats has this time secured only 14 
seats. 

Yet another factor which appears to 
have helped the Congre$s(I) is the in¬ 
tervention by the influential Synod with 
which the MNF government and especial¬ 
ly Laldenga himself was engaged in a con¬ 
troversy over the Church’s attempt to in¬ 
tervene and influence state policy. The 
Congress has been able to exploit the 
dispute to its advantage, though its long¬ 
term consequences (legitimising the inter¬ 
vention of the Church in affairs of the 
state) are bound to be dangerous. 

The defeat of the MNF shows that its 
leader is yet to master the art of winning 
elections and that the skills and resilience 
with which he led the insurgency for two 
decades are inadequate in the far more 
tricky task of overground legislative 
politics. Further, the MNF leaders being 
new to political office and the advantages 
it brings appear to have been quite simply 
overwhelmed by the temptations such 
office provides—so that in the brief two. 
years the MNF was in office it accumu¬ 
lated many financial scandals to its dis¬ 
credit. Also, the MNF government proved 
itself unable to tackle simple administ¬ 
rative tasks like ensuring essential supplies 
(always a sensitive issue in Mizoram which 
depends for all its essential supplies from 
outside the state over very fragile com¬ 
munication links). 

These failures were brilliantly exploited 
during the brief period of President’s rule 
when the governor (a most sophisticated 
political animal and a match to Laldenga 
and since a Congressman by conviction) 
exercised executive powers and took many 
highly publicised initiatives to tackle some 
of these problems. All these helped the 
Congress(l). 

Do tnese successes in Nagaland and 
Mizoram mark a setback to the apparent¬ 
ly relentless spread of ‘regionalism’ in the 
north-east? Hardly. For, as noted above, 
the Congress(I) has won because it suc¬ 
ceeded in projecting itself as being more 
genuinely attuned to these local aspira¬ 
tions than the avowedly regional parties. 
The slogan that the Mizoram chief 
minister Lalthanhawla gave at the time of 
the 1984 elections “The Congress in 


Mizoram is a national party with a 
regional outlook") i.s going to be the stan¬ 
dard slogan of the Congress(l) in the 
states, in the north-cast as well as in the 
rest of the country. The success of the 
slogan depends on the skills and resources 
it will bring to bear in each situation. Both 
in Nagaland and Mizoram, these appear 
to have been used unspaiingly. indeed 
most lavishly. It is difficult to be precise 
and categorical about such matters, but 
observers on the spot have reported of vast 
amounts of hard cash being laid out to 
attract voters; and Jamir himself has 
acknowledged that it is necessary to curb 
money power in Nagaland elections. 

But, just as the centre has decided that 
one way of weakening insurgency is to be 
lavish in central subventions to the state 
with a view to simply debilitating Naga 
society (and thus weakening the base of 
the insurgency), this use of money power 
too has its rationale. The party, always 
concerned with short-term gains and lulcd 
by ad hoc considerations, can hardly be 
expected to ponder over the long-term 
damage it is causing by these methods. As 
always, it is winner take all. 


CHEMICAL WEAPONS 

Brewing a Ban 

IN the last couple of years several develop¬ 
ments have contributed to highlighting the 
proliferation of chemical weapons. 1\vo 
years ago the US announced that it would 
revive and modernise the production of 
cheniical weapons which officially at least 
it had stopped producing for more than 
a decade. Around the same time the USSR 
declared its intention of initiating a close 
scrutiny of chemical weapons manufac¬ 
ture and use; later it followed this up with 
an announcement of unilaterally discon¬ 
tinuing the production of gases and 
chemicals, as soon as the mechanism for 
dismantling these plants can be put into 
operation. More dramatic than all this has 
been the now proven use of mustard and 
nerve gas by Iraq in its war with Iran and 
on its own Kurdish citizens. In the last 
couple of months it has been Libya’s 
fortified ‘pharmaceutical’ plant which the 
US claims is a disguised weapons plant 
which has been in the news. 

It is against this backdrop that ISl na¬ 
tions met in Paris last month on an agen¬ 
da to arrive at an agreement on chemical 
weapons. The only internationally ratified 
dpeument banning the use of chemical 
weapons so far is the 1925 Geneva Pro¬ 
tocol, which says nothing on the produc¬ 
tion of such weapons and exempts several 
countries even from the ban on their use 
in the event these weapons are used 
against them. This has been sufficient 
ground for several countries to stockpile 
such weapons. 

Ironically enough, the Paris conference 


has hardly made such progress on the 
Geneva Protocol. The minimum agree¬ 
ment, a unanimous one, adopted at the 
end of the deliberations affirmed the par¬ 
ticipant countries’ commitment not to use 
chemical weapons and condemned such 
use. It declared its concern about ‘recent 
violations’ without however naming the 
countries involved. While calling for con¬ 
cluding a convention on the prohibition 
of the development, production, stockpil¬ 
ing and use of all chemical weapons at an 
early date, the conference failed to specify 
a time frame. 

Even this minimum agreement .seemed 
at one stage to be difficult to achieve. The 
main troublespots were the differences 
between the non-aligned countries and the 
western nations. The non-aligned nations 
wanted the scrapping of the reservations 
allowed to certain states in the 1925 Pro¬ 
tocol, but western countries including the 
Soviet Union (which is one of the states 
enjoying the exemption) preferred to stall 
the issue. A section of the conference, 
predominantly the third world countries, 
but also the USSR, wanted a specific 
deadline, but this was opposed by the US 
and Britain. Another major issue was the 
third world countries’, particularly the 
Arab nation.s’ demand that the chemical 
weapons issue be linked with that of 
nuclear armaments, which they saw as 
being necessary in the context of a nuclear 
Israel—certainly not something the US 
and other v'e^iern states would agree to. 

Nevertheless, in spite of the limited 
scope of the Paris agreement it may well 
serve as the necessary impetus to the work 
of the ad hoc committee of the Geneva 
Conference on Disarmament which has 
been working to put together a conven¬ 
tion banning chemical weapons since 
1985. The problems which would arise in 


Revised Subscription Rates 

Due to all round increase in costs, in 
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concluding of such a convention cannot, 
of course, be undcresiiniated. Quite apart 
from the political issues involved there are 
difficult technical problems as well. The 
manufacture of poison gases does not re¬ 
quire process technologies very different 
from those employed for the production 
of a wide range of modern chemicals. A 
large number of the basic feedstock a.s 
well as the intermediates required for 
weapons are al.so used for making e.ssen- 
tial chemical-ba.sed products. Moreover, 
several intermediates such as phosgene of 
MIC can themselves be used as poison 
gases. 

In short, while it is possible to deter¬ 
mine quite accurately whether a chemical 
weapon has been used in a given situation, 
it is much more difficult to monitor the 
production of these weapons. Interestingly 
though another issue which has been 
highlighted in the context of the Paris con¬ 
ference is that even in the matter of check¬ 
ing the u.se of poison gas, the Secretariat 
of the UN, which is the accepted authority 
for the purpose, has been under severe 
political pressure. Then again any controls 
on the export of chemicals which may be 
used in such products may perhaps effect 
the production ot es.scntial chemicals, 
e.specially in third world countries, lo a 
certain extent therefore the successful 
implementation of any ban on chemical 
weapons would depend on the willingness 
of a state to comply with the lyirms— 
much more so then, say, in the case of 
nuclear weapons. None of the.se however 
are insurmountable problems. 


ed. Lalthanhawla continued to avail 
himsell of the full privileges of the 
l-'inance Commission’s membership. But 
can the blame for this misuse of office be 
laid at the door of Lalthanhawla only? 
Could it not be that his appointment was 
part of a grand design which gave him a 
berth away from Mizoram, right in Delhi, 
where he could be available for consulta¬ 
tions on every step to be taken in Mizoram 
and which still did not preclude his being 
in Mizoram as and when necessary? It was 
bad enough appointing two politicians on 
the Finance Commission; it was worse 
having activist politicians adorn the com¬ 
mission’s membership with their hearts set 
not on the commission’s work but on their 
own and the Congress(l)’s political 
ambitions. 

Lalthanhawla has achieved his political 
ambition. He has been sworn in as the 
chief minister of Mizoram and Laldenga 
is licking his wounos. But what about 
l.althanhawla’s membership of the 
Finance Commission? There is no men¬ 
tion so far that he has resigned. Motilal 
Vora’s resignation from the central cabinet 
was announced before he was re-inducted 
as chief minister of Madhya Pradesh. 
Could it be that Lalthanhawla is to 
continue as member of the Finance 
Commission? 

Why is the centre so bent upon making 
a laughihg stock of a body which under 
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the Constitution was supposed to play a 
central role in the scheme of centre-state 
financial relations? A committee or com¬ 
mission acquires status, position and 
prestige from its membership. The 
Finance Commission is supposed to be a 
quasi-judicial body which mediates bet¬ 
ween the centre and the states and then 
among the states in the distribution of the 
nation’s revenues and recommends to 
parliament a scheme of distribution that 
holds good normally for a period of five 
years. The Ninth Finance Commission has 
been asked to make recommendations 
covering a six-year period. 

It is obvious that the Finance Commis¬ 
sion’s task has to be entrusted to people 
who can be depended upon to bring to 
bear on its task not only expertise, but also 
objectivity and impartial judgment. When 
it appoints a l.althanhawla on the com¬ 
mission, knowing full well what his 
priorities and preoccupations are, the cen¬ 
tre must take the blame if the commis¬ 
sion’s award does not measure up lO the 
standards expected of it. 

The commission has already made its 
recommendations for 1989-90 and is due 
to give its award for the following five 
years by June-end. Will Lalthanhawla be 
continued as a member of the commis¬ 
sion? Or will the opportunity be taken to 
repair somewhat the damage done by an 
appointment such as his? 


FINANCE COMMISSION 

Made a Laughing 
Stock of 


WHEN Lalthanhawla was appointed a 
member of the Ninth Finance Commis¬ 
sion, the appointment did raise some 
eyebrows. But that was because it meant 
the inclusion of two politicians on a five- 
member commission, N K P Salve being 
the other Also it meant the exclusion once 
again of an independent economist from 


the panel. 

No one would have suspected that 
Lalthanhawla was thus being provided a 
berth in Delhi, to operate from there with 
the help ol his satraps to undermine the 
Laldenga ministry of Mizoram. But that 
is precisely what his main preoccupation 
is reported to have been all through his 
tenure so fat as member of the Finance 
Commi.ssion. It will be interesting to know 
how much ol hi^me as member of the 
Finance Comm#|ttn—and he was sup¬ 
posed to have beeSaf'full time member all 
through—Lalthanhawla spent travelling 
to and from, and in, Mi/oram. Of course, 
lor the past few.months he must have been 
fully 0 (.cu|^'!| ftwith electioneering. 
Whatevei propriety demand- 



COTTON 

Government Defaults 

THE 1988-89 cotton season is now five 
months through but still nobody can real¬ 
ly vouch for the size of the crop. At its 
last meeting on December 20 the Cotton 
Advisory Board placed the crop at 102 
lakh bales, in down 6 lakh bales from its 
previous November 1 estimate of 108 lakh 
bales. It is common knowledge that the 
CAB estimates are in the nature of a sort 
of consensus seeking to reconcile the dif¬ 
fering estimates put up by members repre¬ 
senting diverse interests. But this is about 
the only figure which is taken into con¬ 
sideration for policy decisions. 

The revision of crop estimates from 108 
lakh bales to 102 lakh bales—early in the 
sea.son the crop had been talked up to 115 
lakh bales—is attributed partly to -an 
adverse turn in weather conditions in a 
few states. Damage caused by white fly in 
certain states is mentioned as the major 
factor. This reflects poorly on the func¬ 
tioning of the agricultural administration 
in various states. The more so, when near¬ 
ly 70 per cent of the crop is accounted for 
by just 28 districts. 


The emerging cotton scenario has quite 
a few significant aspects. Apprehensions 
entertained early in the season that the 
central and state agencies will be required 
to undertake price support on a massive 
scale have been completely belied. Not 
only that. Cotton prices have kept sub¬ 
stantially above the official support 
prices—35 to 95 per cent higher in the case 
of kapas and 47 to 114 per cent higher in 
the case of lint cotton. Procurement 
operations have been on a smaller scale. 
Till January 23, the Cotton Corporation 
of India had procured only 2.47 lakh bales 
against 3.65 lakh bales in the same period 
last season. Procurement by the Maha¬ 
rashtra State Co-operative Cotton 
Growers’ Marketing Federation which is 
operating the monopoly scheme is placed 
at 32.81 lakh quintals of kapas against 
33.45 lakh quintals previously. 

Another interesting and apparently 
somewhat intriguing aspect of the cotton 
scene is that despite the downward revi¬ 
sion of crop estimates the prices of most 
varieties other than extra-long staple are 
currently quoted 10 to 20 per cent lower 
than the highest prices recorded earlier in 
the season. A plausible explanation for 
this phenomenon is that high prices earlier 
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in the season were due to the poor carry¬ 
over stock from the previous season and 
delayed movement of the new crop. The 
subsequent decline in prices has been due 
to the pressure of new crop supplies and 
the revision of the oi>ening stock figure 
which is now reckoned at 18.68 lakh bales 
against IS lakh bales assumed earlier. It 
is worth noting that compared to the 
average prices for January 1988. the cur¬ 
rent prices are 10.5 per cent to 22.5 per 
cent lower, reflecting presumably improv¬ 
ed overall supply position this season; the 
revised estimate of 102 lakh bales shows 
an increase of 12 lakh bales over the 
1987-88 crop of 90 lakh bales. 

Reliable estimates of the size of the crop 
and their timely release are an essential 
prerequisite for any meaningful formula¬ 
tion of policies on cotton. Unfortunately, 
there exist significant variations between 
official and trade estimates, the former 
being always on the low side. Thke the five- 
year period (1983-84 to 1987-88). Official 
estimates of cotton production add up to 
370.7 lakh bales against 468.7 lakh bales 
according to trade estimates—a huge dif¬ 
ference of 98 lakh bales. The absurdity of 
official estimates becomes obvious when 
even official figures reckon mill consump¬ 
tion of cotton during this period at 442.1 
lakh bales—a gap of 71.4 lakh bales. The 
gap widens further when one takes into 
account extra-factorv consumption of 23 
lakh bales and exports of 26 lakh bales 
during the same period. It is indeed 
astonishing that the government should 
not bother at all to rectify the apparent 
discrepancy in the light of the officially 
reckoned offtake. 

The committee of experts which was set 
up way back in July 1985 to look into the 
causes of discrepancies between the trade 
and official estimates of cotton and which 
submitted its report in the last quarter of 
1988 has done little more than to bring 
into sharper focus the complex nature of 
the issues involved and the serious short¬ 
comings in the functioning of sate agri¬ 
cultural machinery at various levels in 
collecting infotmation about the progress 
of the crop right from the time of sowings 
till the harvest is ready to enable proper 
assessment of the crop. The recommen¬ 
dations run along all too familiar fines 
which is scarcely surprising. For what 
needs to be done has all along been well 
known. The real problem is one of getting 
things done. Considering that cotton is a 
very complex aop with diverse \weties 
having different number of pickings 
spread over a few months and also the way 
the state agricultural departments func¬ 
tion, prospects of any significant improve¬ 
ment in the quality of official crop 
estimates cannot be rated very high. 

In the absence of really dependable 
crop estimates Uie government is obliged 
'to resort to ad hoc measures—often under 


pressure from vested interests—to deal 
with the exigencies of the emerging situa¬ 
tion. While one cannot eliminate alto¬ 
gether ad hoc measures to tackle unfore¬ 
seen developments, these cannot, no 
matter how well-conceived, make for a 
rational approach to dealing with basic 
issues. 

That the government should have been 
obliged not only to suspend from July 
1987 its long-term policy for export of 
cotton announced on October 24, 1986—6 
lakh bales a year for three years—but also 
allow import of cotton on duty-free 
REP/advance licence basis is a good 
illustration of the government’s failure to 
evolve a consistent approach. The govern¬ 
ment could not possibly have been un¬ 
aware that cotton porduction is subject to 
wide fluctuations which do not permit ex¬ 
port of as much as five lakh bales of 
staple cotton on a regular basis unless it 
had created an adequate buffer stock out 
of domestic cotton found surplus after 
meeting domestic needs. Exporting sur¬ 
plus extra-long staple cotton to augment 
the supply of short/medium varieties on 
favourable terms is a diltereni proposi 
tion. Continuity in exportns very impor¬ 
tant to sustain the confidence of overseas 
buyers in India as an assured ^urcc of 
supply. There is a good case W aftowmg 
export of Bengal Deshi cotton on a con¬ 
tinuing ba.sis. But the government has not 
always acted well in time which is amply 
borne out by the delayed announcement 
of the export quota of 50,000 bales of 
which 10,0(X) bales has been earmarked 
for the CCl. 

What is one to make of the govern¬ 
ment’s commitments in regard to cotton 
in its new textile policy announced more 
than three years ago (June 1985)? The 
policy stipulated that “cotton growers 
shall always be assured offtake of their 
produce at remunerative prices” and that 
“cotton needed by the textile industry 
would be made available in adequate 
quantity and at reasonable prices”. Fur¬ 
ther, that the “role and functions of the 
Cotton Corporation of India would be 
reformulated to include price stabilisation 
operation” and that for this purpose the 
“corporation would have been necessary 
access to international markets”. Ironical¬ 
ly enough, rarely, if ever at all, have cot¬ 
ton prices been known to have fluctuated 
so widely as they have done over the past 
three-and-a-half years and the government 
has done precious little to fulfil its com¬ 
mitment to growers and to the textile in¬ 
dustry. Worse still, CCI has been reduced 
to the position of a hapless spectator, 
unable to undertake price stabilisation 
operations. Its turnover this season may 
well be the lowest for many years. Going 
by CAB’S balance-sheet, the current spell 
of relative easiness in cotton prices is 
unlikely to last beyond March. 


TWENTY YEARS AGO 

EPW, January 25, 1969 

Why should it cause any surprise that 
the agitation in Telengana has not been 
called off following the Andhra govern¬ 
ment’s decision that persons not domicil¬ 
ed in Telengana who have been appointed 
to government jobs reserved for people 
from Telengana would be immediaicly 
relieved and the posts filled by Iblengana 
personnel? According to official esti¬ 
mates, about 3,000 posts would be availa¬ 
ble to persons domiciled in Telengana as 
a result of this decision; unofficial 
estimates put the figure at 6,000... Can 
it be seriously suggested that this touches 
the problem of lack of development 
which is at the root of the popular 
disaffection? 

Telengana has been a symbol of 
regional backwardness ever since the 
communist-led agitation there soon after 
independence... But basically Iblengana 
is part of the larger problem of regional 
imbalances in growth. In every state there 
are backward regions and, as in 
Telengana, very often these areas are 
populated by socially and culturally 
underprivileged groups—like scheduled 
and backward castes or scheduled 
tribes—to yield the same amalgam of 
economic deprivation and social 
alienation. 

★ ★ ★ 

While Air India is poised securely on 
the Jumbo threshold (its first two 
Boeings 747s are scheduled for delivery 
in early 1971) with the highest operating 
profits in its history, most of the publicity 
that Indian Airlines has received in the 
last few months has been confined to the 
new aircraft that should replace Cara- 
velles... Saddled with an accumulated 
loss of Rs 4 crore, the first question in 
respect of lA is whether its organisation 
is being geared to efficient management, 
rapid growth and stable industrial 
relations. 

★ * ★ 

The fresh IDA credit of $ 125 million 
for industrial raw materials and agricul¬ 
tural imports was not exactly on the 
cards... The credit has been made possi¬ 
ble only by relaxation of the normal IDA 
replenishment procedures by some aid¬ 
giving countries (notably UK) and 
through World Bank ingenuity... That 
the World Bank has succeeded in induc¬ 
ing other countries to part With their IDA 
contribution without waiting for activisa- 
tion of the whole replenishment scheme 
is one of the first indications of its 
greater flexibility now... IDA is at the 
end of the rogd, unless the US opens its 
purse again. 
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STATISTICS 


Variation (per cent) 


Index INumbent of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Weight 

Week 

Last 

Last 

March 

in 

In 

In 

In 



(14-1-89) 

Month 

Year 

26. 1988 

87-88* 

86-87 

85-86 

84-85 

All Commodities 

1000 

437.9 

0.8 

4,9 

4.6 

10.6 

5.3 

5.7 

7.1 

Primary Articles 

417 

419.4 

0.4 

7.3 

6.8 

13.2 

5.2 

2.0 

4.8 

Food Articles 

298 

422.1 

0.8 

13.5 

11.4 

11.0 

6.6 

6.8 

6.4 

Non-food Articles 

106 

372.3 

-0.9 

- 8.9 

- 5.3 

22.9 

6.4 

-10.2 

-2.3 

Fuel. Power. Light and Lubricants 

85 

690.2 

1.7 

3.8 

3.6 

6.4 

6.8 

11.9 

2.6 

Manufactured Products 

499 

410.5 

0.9 

3.3 

3.2 

9.8 

4.9 

7.2 

6.0 






Variation (per cent) 



Cost of Livinft Index 


Latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

In 

lo 




Month 

Year 

1988 

87-88 

86-87 

85-86 

84-85 

For Industrial Workers 1960 = 100 

828" 

0.6 

9.7 

10.0 

9.1 

8.8 

6.5 

6.4 

For Urban Non-Manual Employees 1984-85 = 100 

138'® 

1.5 

7.8 

7.0 

9.6 

7.9 

7.9 

8.1 

For Agricultural Labourers July 60 to 

724'® 

2.0 

10.9 

10.0 

9.8 

4.8 

4.8 

0.2 

June 61 = 100 














Variation (per cent in brackets) 


Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(13-1-1989) 

Month 

Year 

25. 1988 

87-88** 

86-87 

85-86 

84-85 

Money Supply (M,) 

Rs crore 

1,87,557 

5,183 

26,870 

24,897 

20.870 

21,627 

14,423 

16,058 




(2.8) 

(16.7) 

(16.0) 

(7.0) 

(18.3) 

(13.9) 

(18.7) 

Net Bank Credit to Government Sector 

Rs crore 

99.328 

1,622 

14,371 

15,219 

12,652 

12,822 

6,555 

8,445 

Bank Credit to Commercial Sector 

Rs crore 

1,19,041 

3,055 

16,872 

13,506 

10,079 

10,576 

10,963 

10,809 

Net Foreign Exch Assets of Banking Sector 

Rs crore 

5,310 

-321 

554 

-151 

673 

1,251 

13 

1,419 

Deposits of Scheduled Commercial Banks 

Rs crore 

1,38,892 

5,098 

21,256 

21,318 

14,850 

16,723 

13,160 

11,519 




(3.8) 

(18.1) 

(18.1) 

(14.5) 

(19.6) 

(18.2) 

(19.0) 

Foreign Exchange Assets** 

Rs crore 

5,844 

-436 

-833 

- 1,294 

-507 

604 

197 

1,319 

Index Numbers of Industrial 

Weights 

Latest 








Production 


Month 

Averages for* 


Variation (per cent) 


(1980-81 - 100) 


(August) 



In 


In 

In 

In 



1988 

1988-89 

1987-88 1986-87 1985-86 1984-85 

1983-84 

General Index 

100.0 

172.7 

173.7 

157.8 

8.9 


8.7 

8.6 

6.7 

Basic indu.stries 

39.4 




9.4 


6.8 

11.1 

6.0 

Capital Goods Industries 

16.4 




18.2 

10.6 

3.0 

11.7 

Intermediate Goods Industries 

20.5 




4.3 


7.5 

9.7 

9.8 

Consumer Goods Industries 

23.6 




5.3 

12.5 

7.2 

1.6 

Durable Goods 

2.6 




19.5 

18.7 

21.6 

16.1 

Non-Durable Goods 

21.0 




2.6 

11.5 

5.1 

-0.4 

1 Note: The index numbers of industrial production by use-based classiHcation are not available beyond March 1987 



Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 










(Aug 88) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Exports 

Rs crore 

1,467 

7,313 

6,125 

15,719 

12,569 

10,895 

11,744 

9,771 






(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(11.0) 

imports 

Rs crore 

2,289 

10,797 

8,544 

22,343 

20,201 

19,658 

17,134 

15,831 






(10.6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance of Trade 

Rs crore 

-822 

-3,484 

-2,419 

-6.624 

-7,632 

- 8,763 

-5,390 

-6,060 

Kmployment Exchange Statiatics 

Unit 

Latest 

Cumulative for* 








Month 










(Sep 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Live Registers 

Thousand 

30,002 

30,002 

30,790 

30,247 

30,131 

26,270 

24,861 

23,034 

(as at end of period) 





(0.4) 

(14.7) 

(6.0) 

(7.9) 

(16.6) 

Number of Registrations 

Thousand 

540 

4,564 

4,567 

5,465 

5,473 

5,824 

6,220 

6,756 




(-0.2) 

(-6.0) 

(-0.2) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

Number of Vacancies Notified 

Thousand 

40 

422 

453 

621 

616 

683 

707 

827 




(0.8) 

(-10.0) 

(0.8) 

(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

Number of Placements 

Thousand 

29 

264 

344 

360 

356 

388 

407 

486 

. 



(LI) 

(-8.2) 

(1.1) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

Income ; 

Unit 

1986-87'* 

1985-86" 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80* 

^'tCross.Apinestic Product (current prices) 

Rs crore 

2,60,584 

2,33,305 

1,90,888 

1,72,704 

1,45,961 

1,30,770 

1,22,226 

95,358 

'IlCross jjiomestic Product (1980-81 prices) 

Rs crore 

1,62,326 

1,56,083 

61,838 

59,541 

55,068 

53,470 

1,22,226 

47,191 

Per Capita Income (1980-81 prices) 

Rupees 

2,975 

2,721 

1,791 

1,781 

1,687 

1,686 

1,627 

664 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding.gold and SDRs. ■¥ Upto latest month for which data are available. 

+ + ifiovislonal data. 0 At 1970-71 prices. 

Notes ^il^rscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
. denote percentage variation over previous period. 
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COMPANIES 


GNFC 

Higher Profitability 

GUJARAT NARMADA VALLEY FERTI¬ 
LIZERS COMPANY (GNFC) is going 
ahead with the setting up of 500 tpd 
phosphoric acid project at Jebel All Free 
Tirade Zone, UAE. A financial tie-up is being 
worked out. Agreements with Lurgi of West 
Germany have been signed by the joint ven¬ 
ture company. Emirates Narmada Indus¬ 
tries. The Company has entered into a 
licence agreement with BP C'hemicals of UK 
for a Rs 88 crore acetic acid project with a 
capacity of 40,000 tpa. It has also executed 
agreements with Linde as a process licensor. 
Mitsui Engineering and Shipbuilding Com¬ 
pany, .lapan will be the foreign engineering 
contractor. M and G Consultants will be the 
Indian engineering contractor. Satisfactory 
progress has been made on the Rs 80 crore 
methanol expansion project which is ex¬ 
pected to be commissioned by the second- 
half ot 1990 Woik on the prestigious 
ammonium niiiophosphaic, calcium am¬ 
monium nilralc and concentrated nitric acid 
projects IS pioceedmg well Most ol the 
equipment of the concentrated nitric acid 
plant has been received. Lllorts arc being 
made to commission this plant by March, 
1989 The targei is to complete the am¬ 
monium nilrophosphaic and calcium ani- 
monium nitrate plants by the end of 1989. 
Production will commence within three 


months thereafter. Work on the second 
phase of the captive power plant is in full 
swing. The plant is expected to be 
commissioned in the first quarter of 1989. 
The methyl formate section of the formic 
acid project was commissioned in April 
1988. The erection of balance equipment is 
in progress and production of formic acid 
will commence before March 1989. 

In view of the unwillingness of Gujarat 
Agro Industries Corporation and Gharda 
Chemicals to go ahead with the memoran¬ 
dum of understanding signed by them 
earlier, it has been decided to drop the 
takeover of Gujarat Insecticides. Among the 
company's electronics projects, the proposal 
for kiieign collaboration with Owens Illinois 
of the L!S for setting up a 1.7 million capaci¬ 
ty colour I V glass shell project has been ap¬ 
proved by the government. The management 
is examining various alternatives for im¬ 
plementing the project. The printed ciieuil 
boaid piojeci is expected to be commission¬ 
ed b> March 1989 

The company's wholly-owned subsidiary, 
(jin.iiai Narmada Auto, manufactured 
-^0,.10I scooteis. It has signed an agreement 
with Yen IVan Machinery Manufacturing 
Co, Taiwan foi acquiring new technology lor 
a 150 cc engine, A prototype of a three- 
wheelei designed by the R and D department 
has been assembled and the design thereof 
has been sent for registration. 

GNFC has performed well during 1987-88 


Tho Weok's Coinpanieh (l^ Ixtkh^ 



t'iNI-t 

Blue Slur 

Supreme Industries 


{dteM Yeui 

LaM Ycdi 

LatcM Year 

l.asi Year 

I aicsr Year 

Last Year 


30 6 88 

30-6 87 

30 - 6-88 

30 - 6-87 

. 30-6 88 

10 - 6-87 

Paid-up Capital 

8899 

8899 

364 

364 

180 

95 

Reserves 

10346 

9571 

1530 

1305 

2591 

945 

Boriowings 

33972 

27585 

1580 

1365 

1580 

1132 

of which Term Boriowings 

22929 

18428 

460 

475 

600 

460 

Gloss, fixed assets 

48438 

46674 

1935 

1682 

4259 

2317 

Net fixed assets 

30186 

28746 

1.367 

1213 

3223 

1476 

Investments 

26,3 

2.38 

18 

9 

26 

23 

t'urreni liabihlies 

7651 

9240 

3206 

3081 

1196 

1100 

Curteni assets 

30380 

26310 

5285 

4812 

2456 

1773 

Slocks 

11943 

9726 

1961 

1754 

931 

593 

Book debts 

10.371 

9744 

2254 

1898 

917 

791 

Net sales 

27770 

.34154 

15127 

12319 

6149 

4594 

Other income 

575 

168 

88 

153 

88 

51 

Raw material costs 

5502 

5494 

11698 

9224 

4283 

3158 

Wages 

1264 

984 

1372 

1276 

198 

160 

Interest 

4247 

2825 

275 

249 

386 

224 

Gross profit ( f )/loss (- ) 

7795 

6847 

508 

463 

.543 

456 

Depreciation provision 

4968 

4630 

107 

98 

204 

228 

Tax Provision 

450 

350 

115 

110 

3 

36 

Net profit (-i- )/loss( - ) 

2377 

1867 

286 

255 

336 

192 

Investment allowance reserve 

— 

825 

— 

— 

— 

60 

Transfer to reserves 

Dividend 

776 

241 

221 

197 

271 

99 

Anioutit P 

— 

— 

1 

1 

0,08 

0.28 

E 

1601 

1801 

64 

57 

65 

33 

Rate (per cent) P 

_ 


7.8 

7,8 

6.25 

6.25 

E 

18 

18 

18 

16 

36 

36 

Cover (times) 

Ratios (pier cent) 

1.48 

1.16 

4.45 

4.46 

6.09 

5.82 

Gross profil/sales 

28.07 

20.04 

3.35 

3.76 

8.83 

9 92 

Net profit/capital employed 

12.35 

1011 

21.33 

23.24 

33.50 

26.85 

Inventories/sales 

40.30 

28 42 

12.96 

14.24 

15,14 

12.91 

Wages/sales 

4.55 

2.88 

9.07 

10.35 

3.22 

3 48 


even though the fertiliser industry had to 
pass through a criiicaf period for the second 
year in succession. The company earned a 
gross profit ol Rs 77.95 crore against 
Rs 68.47 crore in the previous year despite 
a lower turnover of Rs 278 crore against 
Rs 342 crore. Although necessary provisions 
took away more, net profit was considerably 
higher at Rs 23.77 crore (Rs 18.67 crore). The 
unchanged dividend of 18 per cent was 
covered 1.48 times by earnings as against 1.16 
times previously, "rhe production of urea 
reachc'd a new peak at 6,24,003 tonnes which 
worked out to 105 per cent of installed 
capacity as compared to 6,10,176 tonnes dur¬ 
ing the previous year. The ammonia plant 
achieved a production of 4,13,305 tonnes as 
compared to 4,12, 624 tonnes previously. The 
capacity utilisation of the methanol plant 
was over 100 per cent with production of 
20,204 tonnes as against 21,806 tonnes in 
1986-87. The company has entered the field 
of pesticides with production of 113 tonnes 
of technical gfade butachlor and 17.0 ton¬ 
nes of formulation butachlor. 

BLUE .STAR 

Reduced Margins 

Bl.UE STAR commenced production of 
EPABX systems and analytical instruments 
at its new electronics factory at Gandhinagsu 
last year. The products were well received in 
the market. However, according to the direc¬ 
tors; the market for EPABX systems does 
not look very attractive due to surplus licens¬ 
ed capacity in the industry. Excessive com¬ 
petition combined with inadequate demand 
has led to severe price cutting. The company 
is taking steps to diversify the product range 
to improve capacity utilisation. Indigenisa- 
tion ot the raw material content is also being 
pursued to reduce manufacturing costs. The 
manufacturing activity for coil and strip pro¬ 
cessing lines under licence from Stamco, US, 
started in Bharuch during the year. Due to 
time- consuming licensing formalities, the 
manufacture of environmental test chambers 
with know-how from Tenney Engineering, 
USA, was delayed and is expected to com¬ 
mence during the current year. Encouraging 
prospects exist especially on the export front 
and the company has already booked an ex¬ 
port order from the Soviet Union worth 
Rs 1.47 crore. 

In spite of low productivity, the Thane 
plant performed reasonaWy well because of 
various measures to improve efficiency and 
reduce costs. However, at Bharuch the level 
of production was somewhat lower than the 
previous year. The company has shown 
satisfactory results for 1987-88 with a gross 
profit of Rs 5.08 crore against Rs 4.63 crore 
in the previous year following a turnover of 
Rs 151.27 crore against Rs 123.19 crore. 
These figures show reduced profit margin as 
a result of drop in commission income, 
mainly due to government restrictions on 
sales to defence organisations. Net profit is 
Rs 2.86 crore (Rs 2.55 crore). The directors 
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have raised dividend by two points to 18 per 
cent. Earnings cover is a shade lower at 4.45 
times (Rs 4.46 times) 

SUPREME INDUSTRIES 

High Dividend 
Maintained 

SUPREME INDUSTRIES has fared well 
during the year ended June 1988. The direc¬ 
tors have repeated the 36 per cent dividend 
on the capital enlarged by a onc-fOr-one 
bonus issue. The earnings cover for "the 
enhanced distribution is still a hefty one at 
over SIX times as against 5.82 times previous¬ 
ly. Turnover has amounted to Rs 61.49 crore 
against Rs 45.94 crore and gross profit is 
Rs 5.43 crore against Rs 4.56 crore. These 
figures show contraction of gross margins. 


Net profit is Rs 3.36 crore (Rs 1.92 
crore). The company has launched various 
plans to modernise the existing units. A sum 
of Rs 6 crore will be spent during the cur¬ 
rent year on these activities. The company 
IS putting up a new plant at Daman to pro¬ 
duce 10,000 tonnes per annum of various 
plastics products. Necessary steps to install 
these capacities and to put these units in 
operation by December 1989, in line with in¬ 
creased availability of polymers from indi¬ 
genous sources, are in progress. A sum of 
Rs 6.9 crore will be invested in the Daman 
unit. The NOIDA division started normal 
production from May, 1988. Further steps 
arc being taken to augment the injection 
moulding capacity there during the current 
year. The company is pursuing a project for 
the manuiacture of ABS moulding power. 
It also intends to put up a plant to produce 


3,000 tonnes of BOPP film per annum. The 
necessary tie ups are being finalised. 

The directors point out that the availabili¬ 
ty of plastics raw materials remained very 
tight during the year. The prices of raw 
materials also went on increasing frequently 
during the year. In anticipation of this trend, 
the company carried heavy inventories which 
resulted in increased interest costs. The com¬ 
pany was not in a position to increase the 
prices of its products commensurate with the 
increase in raw material prices. This has led 
to erosion in profit margins. The prices of 
raw materials continued to rise even in the 
current year up to August 1988. Since Oc¬ 
tober 1988, the prices of certain polymers, 
required by the company, have started 
softening. However, the prices of I..DPE and 
HDPE, which are also used by the company 
still remain high. 


IN THE CAPITAL MARKET 


Chokhani 

International 

(HOKHANI INITRNATIONAI is 
ollcriiig I.KI lakh cgiiily sli.ircs ol Ks 1(1 
each foi ca.sh ai par foi siibscripiioii Out 
of this, 5 lakh shaits aic lescrved loi 
prctcrenlial ulloliiicni to H I I, 5 lakh shares 
arc reserved lor prctcrenlial alloimeni to 
Canbaiik Mutual Fund, 13 5 lakh shares are 
reserved for prefcrenual alloliiicni to 
‘employees’ ot the company and 30 s lakh 
shams arc reserved for prelcreniuil allotment 
to NRls. The balance 76 lakh shares are 
being offered to the Indian public. 

The company is selling up a ship repair 
complex having facilities for carrying out 
dry docking as well as along.side repairs of 
ocean going vessels at Madias port The 
company is promoted by Vishnu and 
Jagdish Chokhani. The loreign collabora¬ 
tors, Keppel Corporation. Singapore, are in¬ 
vesting 10 the extent of 25 per cciil ol the 
share capital amounting lo Rs 675 lakh 
Keppel will earn a royalty of 3 per cent of 
the annual gross turnover of the company's 
ship repair business for a period of five 
years. The mam plant and equipment 
consisting of two floating dry docks and 
certain ancillary equipmem will be supplied 
by Keppel. The estimated cost of plant and 
machinery is Rs 3,501.8 lakh out of which 
the import content is 93 per cent. Expenses 
on foreign technicians and framing of 
Indian technicians abroad is estimated at 
Rs 60.40 lakh. 

The total project cost is estimated at 
Rs 6,200 lakh. The project is being financ¬ 
ed as follows—equity share capital of 
Rs 2,700 lakh out of which the Indian pro¬ 
moter is investing Rs 725 lakh, rupee term 
loans of Rs 2,260 lakh and foreign curren¬ 
cy term loans of Rs 1,240 lakh. 

Almost all Indian vessels are sent abroad 
for major repairs. The Company’s repair 
yard will meet part of the country's require¬ 
ment. The unit will enjoy the status of a 100 
per cent export-oriented unil 
The issue opens on February 20 foi the 
Indian public and Febiuary 18 for NRls. 


Mothercare India 

MOTHERCART INDIA is entering the 
capital market with an offer of 6,00,100 equi¬ 
ty shares of Rs 10 each for cash at par. 'The 
company has been promoied by P Ahuja, 
ihc co-piomotei ot Computer Point. Based 
on ihe lines of professionally managed large 
lelail chains abroad, this company has set 
up a chain ot stoies all over the country. 
The company is a one stop supplier for all 
times required by children. It retails and 
markets children’s products made by all the 
leaders m Indian industry—Blow Plasl. 
Funskool, Mattel. Alpha Apparel, Creative 
Casuals, UFO. etc 

The issue opens on February 15. 

ELB Schliff (India) 

El B SCHIIFF (INDIA) is offering 
23,50,000 equity shares of Rs 10 each for 
cash at par. Out of this, 2,50,000 equity 
shares arc reserved for allotment to SBI 
Mutual Fund. Further 2,47,500 shares are 
reserved for allotment to Ihc ‘employees’. 
The balance, 18,5.3,500 shares arc being 
offered lo the public. 

The company is setting up a plant (33 
kms from Baroda) to manufacture iOO 
precision surface grinding machines (SGM) 
pel annum in technical and financial colla¬ 
boration with ELB-Schliff of West Ger¬ 
many. ELB-Schliff has invested Rs 87 lakh 
(17.5 per cent) in the equity capital of Ihe 
company. DEG, the West German govern¬ 
ment financial institution, has also invested 
an equivalent amount. The collaborator is 
committed to buy-back 20 per cent of the 
production fiom the first year of opera- 
lions. The company will commence produc¬ 
tion by assembling 55 SGMs imported in 
C K D condition Over a period of five years 
II IS commitled to indigenise critical com¬ 
ponents like spindle head, table cylinder, 
hydraulics and measuring control thereby 
reducing the import content from 55 per 
cent in the first year to 3 per cent in the fifth 
year. The foreign collaborator has supplied, 
erected, and installed all ilie imported 
machines. The import content of plant and 
machiiier) is 95 pei cent. The technical 


know-how fees and expenses on technicians 
IS estimated to be Rs 102 lakh. The total 
estimated project cost is Rs 1,320 crore. The 
project is being financed as follows—equity 
capital of Rs 495 lakh, foreign currency 
term loans of Rs 264 lakh, rupee term loans 
ot Rs 521 lakh, central/state subsidy of 
Rs 25 lakh and unsecured loans from the 
piomotet ol Rs 15 lakh 

The issue opens on February 9 

Can Fin Homes 

CAN FIN FIOMES, a housing finance 
company sponsored by Canara Bank in 
association with Canbank Financial Ser¬ 
vices, UTl, HDFC and ICICI, is entering 
the capital market with an offer of 36,(X),000 
equity shares of Rs 10 each for cash at par. 
Out of this, 10,00,000 shares are reserved 
for preferential allotment to Asian Develop¬ 
ment Bank. The balance is being offered to 
Ihe Indian public. 

The company’s mam activity is providing 
long-term housing loans to individuals who 
do not have a home. The initial shareholders 
of the company will be eligible for 
preference in ihc sanctioning of loans and 
for concession in the interest to the extent 
of 0.5 per cent of the portion of the loan 
equivalent to ten times the face value of 
shares held. 

The issue opens on February 10. 

Shrenuj and Co 

SHRENUJ AND CO proposes to enter the 
capital market with an issue of 24.5 lakh 
equity shares of Rs 10 each for cash at par. 
Of these 9.8 lakh equity shares have been 
reserved for preferential allotment to non¬ 
resident Indians and 2 lakh shares for the 
‘employees’. The issue is to augment its 
long-term funds and enable it to increase 
operations. 

Shrenuj, promoted by Kirtilal K Doshi, 
will be the second diamond company to go 
public. It is introducing laser technology for 
diamond cutting and plans to enter into a 
foreign collaboration to ensure that 
jewellery is designed to suit export markets. 

The issue opens on February 6. 
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FROM THE IVORY TOWER 


Decentralisation and District 
Government 

Arun Ghosh 

It would be most unfortunate if the Congress(I), relying on its 
numerical strength in parliament, were to ram through a 
constitutional amendment delegating more powers to the district 
level without a public debate on the issues involved. The manner, 
extent and content of the proposed decentralisation should be put 
out in the form of a White Paper so that the proposals can be 
widely discussed. 


I Hr riwttt .(niioiimvnicnl by the prinic 
minister (in a coiivcnium ilealini! with oi- 
opeialivcs) that he proposes to inlioduee a 
eonslilutional aniendmeiil soon, dclepatini! 
more powers and aulhonly to the disiiiet 
level and possibly even (urtliei dossil, has not 
so lai attraeled the attention it deserves, 
possibly because ol the counttysside ttiteiest 
III the slate level elections in lamil Nadu, 
Nagaland and Mi/oram Nonetheless, il ihe 
pinne nnnistei's sialcineni is taken at lacc 
value, the aniiounccmeui is ol great iiiipoil, 
and should be examined dispassionately 
line, Ihe brief statement made by Ihe piime 
mimsici was somewhat ciyptie; he did not 
spell out any details. W hat follows, iheielorc, 
IS not an inieiprelalion of, not any sommcnl 
on the prime minislei's siateiiieni, but only 
an altcmpi to discuss some ol the issues 
insolved. 

Incidentally, the prune minislei has been 
talking m various foia lalelv in legaid k> the 
need to icaciisale the panchtiyats, but he has 
also been talking to the disiiict eollcctors 
(belonging to the centrally coiiliolled IAS 
cadie) m regard to local level planning Also 
significant is the union planning commis¬ 
sion’s attempt—commented on in this 
column some time back—to get disiiici plans 
prepaied (cenlially) by diverse technocratic 
consultancy agencies. One cannot, ol couise, 
pin down the lattet development to the prime 
minister, but he also happens to be the chan- 
man of the f’lanning Commission, and 
should not be allowing the Planning Com¬ 
mission to interpret (wrongly) Ihe concept 
of decentralised planning. Thus, it the 
Eighth Plan is to be formulated in accoi- 
dance with plans foi agrieultuial develop¬ 
ment prepared cenlially lot sixteen agio 
climatic zones -which the prime ninnstei 
has himself announced—and if the Planning 
Commission is to take note of district plans 
prepared by consultants silting in Delhi (oi 
other metropolitan aieas), the entire concept 
of decentralised planning would get bowdlc- 
rised, and the role of the panchayats would 
get limited al best to implementing plans 
handed down to them. The real authority 
would, in the event, continue to vest with the 
bureaucracy, as yet laigcly controlled by the 
centre. But this is not the subject under 


discussion Uiday, ihe problem is more basic, 
and iclales lo the concept ol a district 
goveimiieiil. 

Pet haps It should be stated al this junc- 
luic that m vaiious discussions that have 
l.iken place on this subject m the past yeai 
Ol two, there have genetally been two types 
ol icaclions to the suggestion conccining 
tund.mienlal decentralisation ol the ad- 
mmisiiative process (not merely lot planning 
pill poses but encompassing the cntiie ad- 
immstrative edilicc including the runiimg of 
divcise social and economic services) On the 
one hand, it has been argued that in the 
ahseiii-e ol land reform, such an attempt 
would only lead to greater e.xploitation ol 
the weakei sections ol Ihe population by the 
more alllueril, assisted by the lumpen 
elements m society. It has also been argued 
that such a process would encourage local 
chauvinism and accentuate the fissiparous 
tendencies already in evidence in the coun- 
IIV On the other side, it has been argued that 
the ciiierion ol elficiency dictates, by and 
huge, centralised leveimccollection togethei 
with decentralised provision of social and 
economic services (and Iheieforc- control 
ovei the expenditures thereon); that the 
needs and piioiilies of different areas art- 
best deieimineci by local assemblies o( per¬ 
sons rather than by outside experts (though 
the laiier may be able lo proffer technically 
belter diawii up schemes lo meet those 
needs); lhai though the danger of Ihe ‘haves’ 
(assisted by the lumpen elements of society) 
cot net mg the benefits of development ex¬ 
penditures undertaken through local autho¬ 
rities IS doubtless present if decentralisation 
takes place m the present situation of land 
I'wnciship and Ihe uneven distribution of in¬ 
come and wealth i.i the rural areas, the m- 
iioduction of a genuinely democratic decen- 
i.aliscd system'is not necessarily likely to 
lead to this effect (that is, the cornering ol 
Ihe benefits ol development cwpcndilutes by 
the more aftlueiit sections ol the population), 
ceitainly not in most areas It is stated by the 
exponents of decentralisation that it would 
be vviong to presume that a remote ceiilial 
adnimstration would be able to deal clfec- 
tively with the problem of poveity and back- 
vvaidness in far-flung areas. It ts also argued 


that one cannot, in the present circumstances, 
wait forever lot the implementation ol land 
relorm before vesting power and authority to 
the people to manage then own affairs. It is 
lelt, in feet, that with the grtiwth of political 
consciousness, as well as the emergence of 
diverse ‘action groups’ to assist and organise 
the ‘have iiots’, the politicisation of the masses 
can be speeded up by the piocess of decen¬ 
tralisation of power and authority; that the 
people may be trusted to know their best in¬ 
terests and to fight for the same especially 
where purely local matters arc involved; that 
though iiieguities may (and will) persist in 
some areas, the demonstration effect of the 
successltil exercise of the w ill of the ma.sses 
111 olhei aicas may hasten this process in all 
aicas; and that this is the only way one can 
enthuse people in the picKcss of development 
plamimg, by getting them to run their own 
affairs m order to promote their well being 
and gtovvth. Such action would inter alia 
losler a spirit of self-reliance, and not make 
the people dependent and pioiie always to 
hiok for outside suppoil for the betterment 
ol then conditions Hence, it has been sug¬ 
gested that lather than wail indefinitely for 
laud lelorm (and olhei egalilaiian measures)— 
gciierallv deemed lo be pic-requisites to Ihe 
handing over ol powci and authority to the 
elected paitchayali bodies - it may be desir¬ 
able to initialc dcceiilralisation which may 
in lact help lo reveise Ihe entire process. It 
IS thus hypothesised that the msiilution of 
panchavati laj would itself lead to the 
politicisation ol the local society and lead 
to pressuies lot land iclorm, and more 
egalitarian grovvih 

It IS not proposed to discuss the pros and 
cons of the above two viewpoints at this 
junctute; the issues have been discussed 
olten enougfi. It is assumed for the present 
that some form of decentralisation of poli¬ 
tical atilhoiity IS coming; the question now 
IS o,f Ihe form that it will take. 

Decentralisation of authority should oc¬ 
cur all the wav clown the hieiarchy. When 
one talks of paiichayaii laj, when one recom¬ 
mends the decentralisation of both decision¬ 
making authority and finances to the district 
and lowci levels, one starts with the hypo¬ 
thesis that the process would first start with 
the deccniiahsation ol powers, functions and 
linaiiccs fioni' the centre to the states, and 
then flow down from the states to the 
districts and below Where the stales are 
reluctant to decentralise, the process may be 
made c'oiisiitutioiially compulsive; but the 
process'of dccemiahsation must start with 
the shedding ol powets and authority by the 
centie m favoui of the states. This is a fun¬ 
damental requirement 1 he present distribu¬ 
tion of powers between the centre and the 
stales IS highiv irrational and lilted heavily 
m lavour ol the centre. Any talk of decen¬ 
tralisation below the state level in the pre¬ 
sent framework—without lirst considering 
substantial transfer of powers and functions 
from the cenitc to the slates—could in fact 
be counter-productive, and lead only to 
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increased centralisation of authority, or the 
very opposite of whi« is supposedly 
intended. 

Let us take a brief look at the problem in 
its hi.storical perspective. The problem ol ex¬ 
cessive centralisation which we see in the 
country today goes back to the {perhaps ge¬ 
nuine) fear in the minds of those given the 
responsibility for drafting the Constitution 
in the late forties that the political unity and 
integrity of India can be maintained only 
through an essentially unitary government. 
In fact, it is not by accident that our 
Constitution-makers thought of the title ol 
‘Union of India’ rather than of the ‘Federa¬ 
tion of India’ to describe the country let 
us go back in time, to 1947. The erstwhile 
sub-continent had just been partitioned in¬ 
to India and Pakistan, many of the princely 
states had been sitting on the fence, dream¬ 
ing of independent statehood, and the coun¬ 
try had just witnessed .carnal massacres on 
an unprecedented .scale along with a massive 
transfer of population across the borders. At 
that time, it was undeistandable that the 
fathers ot the Indian Constitution voted foi 
a strong centre; India accordingly became 
a Union of States, and the Constitution ac¬ 
cordingly gave overwhelming powers and 
authority to the centre. Over tunc, the cen¬ 
tre has also been encroaching on the area 
within the jurisdiction of the states under 
one pretext or the other, but that is another 
matter. Suffice it to stress here that under 
the Constitution, the centre has enormous 
powers; and though the reiponsihililie^ of 
the states are manifold, the distribution of 
finances is again constitutionally such as 
would make the slates subservient to the cen¬ 
tre, and in general unable to discharge the 
many responsibilities (for social and 
economic services) enjoined on the stales by 
the Constitution. Power flows to where the 
money is, where the command over rcsouiccs 
rests. Hence, over time, the siates have been 
emasculated, their capacity to di.scharge 
their constitutional responsibilities eroded, 
their subservience to the centre tor financial 
support ensured. 

The brief history of the country over the 
past forty years or so indicates how the fears 
of our Constitution-makers were exagge¬ 
rated; the.se fears pushed them into making 
a cardinal error in regard to the governance 
of this country. The long and troubled 
history of Nagaland and Mizoram, the up¬ 
surge of feeling against central domination 
in all the southern states, the troubled history 
of Punjab over the past few years, the recent 
unrest in Darjeeling and Jharkhand, are 
manifestations of the deep desire of the 
multi-lingual, multi-cultural peoples of this 
country, of its ethnic minorities, to retain 
their cultural heritage, to develop as equal 
partners within a growing and vibrant 
economy; the different peoples of this coun¬ 
try are anxious to maintain their cultural 
identity even as they are drawn into -the 
mainstream of the Indian development pro¬ 
cess. In areas such as Darjeeling and 
Jharkhand, there has also been a strong feel¬ 
ing against the indiscriminate use of the 
resources of the area, not for the benefit of 
the local people but for others living far 


away and waxing fat in the name of develop¬ 
ment of the country. If the brief history of 
post-independence India is any guide, it is 
that the future prosperity, indeed the very 
integrity of this coiintrv would be contingent 
on the recognition that India is a federanon 
of peoples, doubtless with a long tradition 
of cultural and economic lies, yet with 
justification for ordering the governance of 
this country in a truly fcdetal style and spirit. 

In this background, any talk of decentra¬ 
lisation, ot conferring powers and authority 
10 the districts and below, without first 
making lor a fundamental decentralisation 
of authority fiom the centre to the states, 
would be Iraught with grave dangers. In 
other words, sve need to look at the problem 
in its totality, as a lundamcntal exercise in 
the task ol govcrn.ince ol this country, rather 
than nicicly as a icchnocralic device lor bet¬ 
ter impleiiientaiion ot technociajic plans, or 
woisc, as a means of bypassing the slates, 
with the centre dealing directly with the 
distiicts, thereby making for an even more 
miliary framework of administration than 
envi.sagcxl by the framers ol our Constitution 

I here are, then, two aspects of the pio- 
blem which we need to bear in mind when 
we think of a constitutional amendment in 
favoui ol decentralisation. First, respon¬ 
sibility and powei (including control over 
finances) must go hand in hand; and a con¬ 
stitutional amendment to confer certain 
functions and responsibilities to district, 
block and ‘anchaf (or village cluster, in some 
stales ‘mandal’) panchayals must be accom¬ 
panied by tinancial devolution (enshrined in 
the Constitution) adequ.ate tor the discharge 
of I he lesponsibilities given to these bodies. 
Secondly, and importantly, decentralisation 
ot functions and powers must How logically, 
Irom the eentie to the stales to begin with, 
and then from the states to the districts and 
below. There arc scvcial important reasons 
lor repeating this point. The basic objective 
IS to allow the diflerent socio-cultural groups 
111 India to plan for their own wcifaic and 
growth in line with their cultural traditions, 
background, aptitudes, resources and aspira¬ 
tions, within the overall framework ol a 
federal Indian polity The ‘nationalities’ 
problem has not yet been fully resolved even 
in the USSR - witness the recent distur¬ 
bances m the Nogoriio-Karabakh region of 
Azerbaijan—though the record of that 
country in this regard has in many ways been 
without parallel throughout the world. We 
cannot just wish away the issue, nor can we 
resolve it through technocratic plans for the 
development of an area; the brief history of 
the past forty years is testimony to that. We 
must also remember that even after the 
states’ reorganisation (generally along 
linguistic lines)-and that process has not 
yet been completed-wc have achieved a 
configuration of states w hich are extremely 
uneven in terms of area, population and 
other basic characteristics, indeed, some of 
the present-day states were but districts 
under the British administration; Nagaland 
and Mizoram were two districts of an un¬ 
wieldy province of Assam, and Pondicherry 
and Goa—though they were not part of 


British India—can also be so regarded. 
Many of these, and some other smaller 
slates, have a population much lower than 
the population of some districts, (hough they 
have—certainly, Goa, Nagaland and Mizoram 
do—distinctive cultural identities, which 
may not be equally true of inter-district 
variations in some larger states. We are not 
for the present concerned with the carving 
out of smaller districts for purposes of more 
efficient administration. In fact, we need to 
distinguish between essentially administ¬ 
rative issues and political issues. There is a 
basic need to allow for the cultural identity 
of different peoples of this country to have 
full expression and full play in any system 
of political and economic reorganisation. 
The need to allow the local populace 
throughout the country similar freedom is 
also there, but it is on a somewhat different 
plane. Some ol the larger states do have a 
common cultural and economic heritage in 
all (or most) districts; and it is better that 
this factor be given adequate recognition, 
simullaticously with the thrust for the decen¬ 
tralisation of authority to the districts and 
below. 

Thus, any talk of district administration, 
or district planning, without keeping in mind 
the context ol the basic need for decen¬ 
tralisation Irom the centre to homogeneous 
states in the first instance, would smack of 
an administtative solution to an essentially 
political problem. The governance of a peo¬ 
ple IS a political issue; and while we need 
greater politicisation of the masses generally, 
the basic political reality is that India, like 
the USSR, is a conglomerate of diverse 
peoples whose identity needs to be recognis¬ 
ed as a matter of the first priority, and ad¬ 
ministrative solutions to the task of actual 
governance should follow only within the 
framework ot a federal organisation of the 
country. It lollows that any constitutional 
amendiqent purporting to devolve functions 
and powers to the districts (and below)— 
highly desirable as that is—would be fraught 
with grave dangers to the healthy growth of 
our polity if such devolution is not preceded 
by a fundamental devolution of functions, 
powers and authority from the centre to the 
states, in a truly federal spirit. 

Wc need a public debate on this issue. This 
is hardly a matter on which the present 
ruling party (with more than two-thirds ma¬ 
jority in both houses of parliament) should 
ram through a constitutional amendment 
without a widespread debate on the diverse 
issues that arise.' Hence, while the prime 
minister’s announcement regarding the 
devolution of authority to the district level 
and below is welcome, what may not be so 
welcome would be the hasty introduction of 
the required Constitution amendment bill in 
the next session of parliament. Fundamental 
issues such, as this need debate and discus¬ 
sion by all interested people; legislation on 
such matters should not be rushed. Indeed, 
the manner, extent and content of the pro¬ 
posed decentralisation should be put out in 
the form of a White Paper, so that the pro¬ 
posals can be widely discussed before any 
legislation is drafted. 
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How Tamil Nadu Was Won and Lost 


Karunanidhi must have been joking when he said, soon after 
MGR*s death, that the fate of the Dravidian movement now hung 
on the tussle between two women, both Brahmins, for he knew 
well that, though out of the public eye for more than a decade, 
he was the true legatee of the grassroots strength of the original 
DMK. 


IT often happens that the outcome of 
an event initially clouded with uncer¬ 
tainty seems in retrospect to have been 
invested with clarity from the start. So 
it is with the Tamil Nadu elections. Was 
the outcome really unexpected? Was it 
not apparent from the start that the 
DMK was the only party in the fray 
with a true following? 

These questions sound hypothetical 
after the event. But prior to it, the situa¬ 
tion was sufficiently confused to prove 
the breeding ground for vast and 
widespread hopes. The attraction of 
troubled waters brought forth a crowd 
of anglers—witness the record number 
of independent candidates. So many 
men from diverse walks of life- 
lawyers, doctors and of course actors— 
fancied themselves as legislators, 
possibly ministers too. The only result 
is that their deposits have added to 
government income. Their presence 
seldom made a material difference to 
the outcome of the contests. 

Going back a little, the que.stion 
‘after MGR who—or what?’ was in the 
air for quite a while, indeed right from 
the time the former chief minister fell 
grievously ill. But the answer was by no 
means clear. The fracas that followed 
his sudden, though anticipated, death 
was inevitable. In a way it helped to 
clear the air. It also provided delicious 
fare for the media round the world, 
with two women spitting fire at each 
other and their following doing 
likewise. The welcome that president’s 
rule evoked from a public weary of 
political gimmickry was assumed by the 
Congress(I) as a development in its 
favour. But such relief is generally tem¬ 
porary. There were various other factors 
that the Congress(l) failed to recognise 
as important. 

In the first place, MGR was never the 
true inheritor of the Dravidian move¬ 
ment. He was only one of its propagan¬ 
da tools—the most effective no doubt, 
but never more than a tool. It was hence 


hardly surprising that when he died, he 
left a nebulous, confused following 
which could hardly be called a party. 
As Karunanidhi put it, the fate of the 
Dravidian movement hung on the open 
fight between two women, both of them 
Brahmins. But of course he was joking, 
for he knew well that though out of the 
public eye for over a decade he was the 
true legatee of the grassroots strength 
of the original DMK. And the elections 
have shown that though once con¬ 
sidered essentially urban—even 
metropolitan—the DMK has grown in 
strength in the rural areas. The fact that 
not a single candidate of the DMK— 
and not even of the DMK alliance with 
just one exception—lost his or her 
deposit is telling. 

Secondly, the Tamil Nadu public 
seems to have grown accustomed to a 
political father figure. Gone are the 
days when an ‘efficient’ chief minister, 
such as Bakthavathsalam, would suf¬ 
fice. Some-one with charisma, capable 
of evoking a loyal, worshipful response 
has come to be needed. So it was that 
Annadurai, Karunanidhi and, most 
glorious of all, MGR could succeed 
There was no one in the Congress(I) 
camp, least of all the unchafming 
Moopanar, who could fill the bill. 
Herein, incidentally, also lies the reason 
why Jayalalitha did so well relatively 
and why .lanaki failed abysmally—the 
glamour of the silver screen is fairly 
enduring. 

Thirdly, although the electorate has 
now become politically alive and 
discriminating, the masses do not seem 
to go by personalities as much as by 
party affiliation. And so it was that 
some deserving candidates lost only 
because their symbols did not appeal. 
In this respect this election has been a 
repeat of the 1966 performance, when 
the DMK was swept to power much to 
its own surprise. This time too 
Karunanidhi obviously did not expect 
so definite a majority. 


With the dust settling down, one can 
consider the other surprising facets of 
this election. One is the high voter turn¬ 
out. One assumed that the public had 
grown cynical with the confusion, the 
patently poor quality of leadership 
available and the open avarice for 
power. But no. Despite the call for 
boycott of the elections by the Vanniars, 
the average proportion of voters who 
exercised their franchise was high. It 
was not as high as in the last election, 
when sympathy for the ailing MGR 
turned into a ‘wave’ driving people to 
express their solidarity. But it was 
higher than in any other previous 
election. 

There were various reasons for the 
interest in the election this time. The 
strongest perhaps was an expression of 
protest, as in 1966. There was definite¬ 
ly a revulsion against the Congress(l) 
and its campaign. Which leads to the 
next question: Did the Congress make 
to attempt whatsoever at an objective 
assessment of the political situation in 
the state? The party’s assumption from 
the start seems to have been that its 
strength had re-emerged and that a tired 
public desirous of ‘results’ was behind 
the party. This was the view expressed 
by a number of Congressmen in the 
month before the election. It suggests 
that the party was going entirely by the 
feedback from sycophants. Had they 
been more objective, at least their cam¬ 
paign and propaganda approach would 
have been vastly differ^'ni. 

Which leads to a final point. 
Whon'ci it was who was responsible for 
Rajiv Gandhi’s repeated personal ap¬ 
pearances in the state made a bad 
mistake They should have realised 
that thronging crowd mean little in 
this country, that fancy dress -anga- 
vasihiviii and what not—becomes 
redieulous, patticulaily with the wide 
TV coverage estending ‘visibility’ enor- 
moiislv, Atid Raiiv Ciandhi himself 
should have eseivised more common- 
sense in his speeches. There is now a ■ 
widespread opinion that Rajiv Gandhi 
was one of Karunanidhi’s best 
campaigners. 

It is pointless to ponder over ques¬ 
tions relating to the future. Is , 
Karunanidhi really going to be ‘dif- v 
ferent’ from what he was in his last 
term? Has membership of the National. 
Front given him maturity and a wider 
outlook? Such questions matter little at 
this point. 
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Motherccire India 

invites you to be a part of the 
‘Retailing Revolution’ 
that is taking the country 
by storm! 

Bloomingdale's Marks and Spencer Selfridges Sears Wall 
Mart the list goes on Yes Retailing has been one of the 
biggest business success stories in the West The reason is 
simple professional management and a total commitment to the 
consumer 

Mothercare India Ltd has been founded on the lines of such 
outstanding retail chains abroad And six outlets, aptly named 
'LITTLE KINGDOM’ are drawing large number of consumers 
every day—consumers who wish to select from widest range of 
children's products of every kind Toys, footwear, garments, 
furniture, etc 

The total market for children's products is very large and is 
growing rapidly The Company has already met with 
unprecedented success and has plans to open several new 
stores in the near future The Company also intends to set up a 
high technology unit to manufacture over 2 million pieces of 
garments every year 

Mothercare India is on the way to a great future Indeed, this 
pioneering venture of children’s stores will change the way 
people think about retailing 'Value for money' is the Company 
credo and investors in Mothercare India's forthcoming issue can 
very well be assured of that 

Mothercare 

India Limited 

Rogisteri;<t Otticr B 16 Jandf(.1h«in Building 3td Floor Prodor Road 
Grani Road Bombay-400 007 
Cof^xiraU* Ottice Molhercarf* House h8 Residency Hoad 
Qangalore-hOO 02b 


Issue of 6,00,000 Equity Shares 
of Rs. 10 each for cash at par 

HIGHLIGHTS 


• Promoted by Mr. P. Ahu|a—the co-promoter of Computer 
Point. India's hrst computer retelling company 

a Pioneers in nationwide retelling In India—a highly auccgatiul 
business concept iri tne West. 

• Existing operation Includes a chain of 6 popular ‘LITTLE 
KINGDOM’ llores in prime locations in various cHtes, which 
retail and market all kinds of children's products—Including 
the finest brands in the country. 

e Completely computerised operations In each store. 

e Ma|or expansion plans—3 new stores by March. 1989 and 
a hi-tech garment manufacturing unIL 

a Business In the rapidly growing area ot children'* products 
otters good margins and Ngh liquidity as all tales are on 
cash basis. 

• Listing at Bombay and Bangalore Slock Exchanges. 

ISSUE OPENS ON 
15TH FEBRUARY, 1989 


Managers to the Issue: 

A Indian Bank 

Worr.hcinl Bankuiq division 
McikfM Towers I I8lh Fluor 
Cutff Parade Bumhay 400 00b 


INDIA’S LARGEST CHAIN OF CHILDREN’S STORES 
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Landlords as Extensions of the State 

DN 

An important factor determining the nature of the class struggle 
in Bihar is that the state alone does not confront the peasants as 
an armed force; the landlords and their gangs immediately and 
continuously do the same. The landlords continue to be not only 
‘malik’ but also, partly, ‘sarkar’. 


l.ANDl ORDS’ armies and armed gangs 
ate often in the news about Bihar. In- 
\ariably organised on easic lines, these 
private armed gangs aie the first obstaeles 
the peasants’ and agrieultural labourers’ 
movement have had to face. Though it is 
111 the frequent armed clashes with 
peasants’ and labourers’ organisations 
(along with their associated armed 
squads) that the landlords’ aimed gangs 
have become very visible, such armed 
gangs of the landlords have a long history 
going back to the colonial period. Of 
course, the functions of these armed gangs 
have changed with the times. 

In the colonial period the erstwhile 
/tanlindars and their sub-teudal agents, the 
tenure holdeis, had revenue-collecting 
machineries of their own. The/amindars 
had quasi-judicial powers to enforce 
revenue payments. These powers were 
backed by the armed force of the retainers 
maintained at the revenue-collecting 
centres, the kacheris (offices) and bhan- 
dars (godowns). The colonial stale was, 
of course, the final sanction for the 
powers of the zamindars. But it is impor¬ 
tant to note that the zamindars were also' 
themselves organised as organs of the 
Slate. British colonialism initiated the pro¬ 
cess of .separating the state machinery 
from the landlord class, but this separa¬ 
tion was not carried through to the end. 
Consequently, zamindars continued to be 
organised as quasi-stale institutions right 
through the colonial period. In common 
language, the zamindar was no; only 
’malik’ but afso ‘sarkar’. 

Zamindari abolition, which followed 
soon after the end of British colonial rule, 
put an end to the official judicial and 
revenue-collecting functions of the zamin¬ 
dars. But the landlords retained their arms 
and continued to maintain their feudal 
retinues of ‘lathaits’ and ‘pahalwap's’. (The 
outlines of the subsequent analysis, in¬ 
cluding the periodisaiion of the develop¬ 
ment Of landlords' gangs and their 
changed functions were suggested to this 
writer by a peasant activist from Bihar.) 
The armed bands of the ex-zamindars and 
other big landlords now mainly served as 
private protection against robbery and 
dacoity. These bands were also used in the 


internal struggles of the upper castes. 
Besides the above, the prestige of a 
landlord depended very much upon the 
number ol firearms (along with horses 
and elephants) that could be mobilised in 
a wedding ‘baraat’. Certainly the armed 
.bands were used to browbeat defiant in- 
dividu.ils from the lower castes. Till the 
late sixties, however, there was not much 
of a challenge to the authority of the 
landlords, so mass suppression of the 
subalterns was not often called for. 

The old zamindars and new landlords 
continued with various quasi-judicial 
functions, the difference with the colonial 
period lying in these functions no longer 
being official. Intervening in all disputes 
in the village, giving judgments and im¬ 
posing fines were all part of the daily acti¬ 
vities of the landlords. They still continue 
to be so, varying with the extent of the 
peasant movement in the area. 


Nrw' Functions 

But in this period itself new functions 
were added on to the. armed gangs. As 
various political parties came to gain .sup¬ 
port from the upper castes, and as the 
lower castes, particulaily the backward 
castes, began to develop their own poli¬ 
tical instruments, these armed gangs were 
used for booth-capturing to determine the 
outcome of elections. Further, as the 
landlords sought to gel shares of the grow¬ 
ing, government'expenditure, the armed 
gangs were Used to grab contracts of 
various kinds. The gangs were used to 
intimidate, even kill, possible contenders 
and to compel officials to give contiacis 
to those commanding the gun. The 
methods of force (extra-economic 
coercion) that were common in dealing 
vzHh peasants were brought into the 
modern business of gaining cdniracts. 

Compensation for reduced rental in¬ 
comes was sought not only through grab¬ 
bing contracts, but also through dacoity 
The landlords’ gangs thus came to serve 
a number ol functions, political and 
economic. Often they served all ol these 
fui'Ctions at the same time. 

There were, no doubt, conflicts among 
the landlords—conflicts both political and 


economic. But the very fact of being land- 
based, geographically separated the con¬ 
tending groups and limited the extent of 
their conflict. The conflicts'were not 
among giow'ing bourgeois groups, but 
among relatively static landlord groups. 
This facilitated division of territory and 
co-existence. Further, the growing chal¬ 
lenge from tho.se economically rising and 
irom the lower orders, helped the coales¬ 
cence of these groups into caste units, 
accepting the hegemony of a particular 
landlord, while engaged in conflict with 
other caste groups. In turn, in meeting 
these challenges, the landlord forces were 
turned into the more-or-less regular armed 
gangs that now dot the Bihar countryside, 
particularly that south of the Ganga 
where the challenges to landlord authority 
have been most intense ahd. sustained. 

The regulansation of the landlord 
forces has been the result of a number of 
factors. For one, the challenge of armed 
peasant squads could not be effectively 
met w'ithout a regular torce. With the 
official state machinery concentrated in 
the urban and semi-urban centres, the 
teach ot this machinery was naturally 
limited in the countryside. The state then 
encouraged the regularisation of the 
landlord gangs, so that they could act as 
extensions of the state and increase its 
reach In the early stages of suppression, 
the actions of these armed gangs were 
conibined with those of their upper caste 
fellows, who could be mobilised in attack¬ 
ing dalit basti.s, enforcing blockades 
Cnakabandi’), and so on. Over the years, 
however, the non-landlord sections of the 
upper castes have both undergone a pro¬ 
cess of democratisation and also seen that 
not only does being par* w>r the landlords’ 
irregulars not bring them any benefits, but 
can alio make them targets of the wrath of 
the peasants and labourers, as happened 
not so long ago at Dalelchak-Baghaoda. 
The combination of democratisation and 
fear has reduced the upper castes’ mass 
participation in the landlords’ repressive 
actions. Consequently, the landlords too 
have come to depend much more than 
earliei on the forces they themselves 
organise and finance. In areas where the 
peasant struggle has been going on over 
the pa.st decade or .so, the upper castes as 
such cannot now be easily mobili.sed by 
the landlords in anti-peasant actions. 
Thus, the regularisation of the landlords’ 
armed gangs has been accompanied by a 
narrowing of the landlords’ base among 
their caste fellows. An example of this is 
village F.kwari, renowned as the ‘naxalbari’ 
o'f Bhojpur. While in the early phase of 
naxalice activities, the Bhumihar landlords 
could count on the support of their caste- 
fellows in opposing the naxalites, today 
that is no longer the situation. Now the 
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landlords can only count on their own 
armed gangs and immediate relatives. 
Regularisation of the landlords' gangs has 
gone hand-in-hand with a growing isola¬ 
tion of the landlords and a narrowing of 
their former social base. 

With the regularisation of the armed 
gangs, their weapons have also changed. 
In the sixties rifles were usually confined 
to the old zamindars. For the rest, there 
were only guns, single-or double-barrelled. 
But by now rifles have proliferated and 
become the standard weapon of the 
landlords. 

ORtiANISFD IN A SlAlt-LlKt MaNNFR 

These armed gangs are not merely 
organised for the landlords. They are 
organised by the landlords and even per¬ 
sonally led by them. In this manner, the 
landlords in Bihai are themselves organis¬ 
ed in a ^IaIe-llke mannei. The separation 
between the ruling classes and the state 
machineiy, characteristic of a bourgeois 
system, is fai Ironi being achieved in 
Bihar The landlotds .ire not just a ruling 
class, getting ilic state machinery to do 
lljeir bidding, but aie themselves pait of, 
01 e'lensions ol, the state, fhe state 
inachinei N in Uihar comprises not only its 
oflicial appaiatus but aKo the nori-official 
apparatus ol the landlords and their 
armed gangs As ihe record ol the past 
decade's class srrtiggle m Hr bar shoves, the 
latter are not just incidental to the 
machinery of the stale, but comprise an 
essential part of the ruling classes’ defence 
mechanism. Given the fact that the 
official machinery is, as yet, limited m its 
rural reach, the landloids’ gangs play an 
important role in .suppressing rural 
lebellion. It goes without saying that they 
could not exist without official support. 
But that is merely another way of saying 
that landlords form the ruling class in 
Bihar. 

The self-organisation of landlords as an 
armed force, having an existence separate 
and distinct from that of the official state 
machinery is, in a way, an aspect of semi¬ 
feudalism in Bihar. But this self¬ 
organisation of landlords as an armed 
force cannot be separated from the fact 
that it is in Bihar that the landlord class 
faces the most serious challenge to its 
existence. Without this challenge from 
below, this self-organisation of landlords 
would certainly not have proceeded as far 
as it has. 

Most of the current struggle in Bihar 
is politically and tactically incorrectly-led 
and there are definite signs of degenera¬ 
tion (as in Jehanabad) in what have till 
now been key sections in this struggle. 
(Some of these problems will be discussed 
in subsequent writings in this column.) 
But through all this, it needs to be noted 


that it is the evolution of landlord forces 
as an integral, though non-official, part 
of the state, that explains the frequency 
of armed confrontations with and armed 
attacks on landlords in the ongoing 
democratic struggle in Bihar. Failure of 
the landlords' gangs, even with the help 
of the official state machinery, in contain¬ 
ing the militant movement of the peasants 
and labourers, is what is leading the slate 
and central governments to consider 
handing over central Bihar to the para¬ 
military forces. 

SoMh Typic At CAsrs 

The careers and activities of some 
landlords from the Rohtas-Bhojpui area 
can help illu.strate the nature of landlord 
extensions of the state. 

Bajiang Singh was the chief organiser 
of Rajput landlords in Bhagwanpur block 
of Rohlas district. He was landlord, con¬ 
tractor, dacoit chief and Congress Party 
boss all in one. Maintaining a regular gang 
he could, in times of need, call on other 
caste-fellows to increase the size of his 
armed force. He terrorised the dalils and 
other lower castes of his village, Semra, 
and of the whole surrounding area. 
Needless to say, he was a notorious rapist. 
He held about 1(K) acres of irrigated land, 
most of It eultivated with the help of four 
banihars (ploughmen) and a traetor. Part 
of the land is given out on fixed produce 
rent (‘manni’). But income from land is 
not as important as loot from government 
contracts. 

Organising an armed gang, Bajrang 
Singh used it to reintorce bureaucratic 
connections and grab contracts in the 
nearby Kaimur forest. He would not allow 
others to file tenders and in one instance 
took a Brahmin competitor out of 
Bhagwanpur thana and killed him. He 
also forced ot her contractors to pay him 
a tax. 

The emergence of Mohan Bind as a 
kind of Robin Hood in the Kaimur Hills 
led to a decline in Bajrang Singh’s in- 
lluence. He had to abandon the hills and 
confine his direct activities to the plains 
around Semra. Indirectly, he tried to 
organise a Kherwar gang, led by Dhramdev 
Kherwar, as a counter to Mohan Bind. 
With the decline of Bajrang Singh’s in¬ 
fluence in the hills, contracts were now 
open to various bidders. Thus, the 
business community too benefited from 
Mohan Bind driving Bajrang Singh out 
of the hills. 

The rise of Mohan Bind as a counter¬ 
vailing force supported by the lower castes 
as a whole, had its effect on the plains too. 
This factor certainly helped the naxalite 
movement in its early stages in the plains 
adjoining the hills. Bajrang Singh, with 
his armed gang, emerged as a chief centre 


of Rajput landlord opposition to thri 
growing peasant and labourer movement, 
intervening in all matters including 
marriage. When, for instance, a Rajput 
woman decided to marry a dalit peasant 
organiser, he led Rajputs in opposing it, 
though unsuccessfully. Step-by-step he 
had to retreat before the growing con¬ 
sciousness and organisation of the lower 
classes and castes. More and more, 
Bajrang Singh and his gang resorted to 
naked terror to shore up the tottering posi¬ 
tion of Rajput landlords in the area. Even 
in his own village, he could not trust the 
dalits and other low castes. 

Recently, the peasant movement in the 
area has somewhat quietened down due 
to a lack of militancy in the local organisa¬ 
tions. But this is not only a matter ot 
tactics. In a sense, the movement has 
crossed the initial stage of countering the 
naked terror of the landlords and of gain¬ 
ing some, even substantial increase of 
wages. But not having taken up the land 
question and/or because the peasants have 
not come to realise the necessity of going 
beyond the legal system in seizing land, 
there is quiet in the movement in the 
area. 

In this situation of relative quiet, 
Bajrang Singh \sas killed—-an action the 
Liberation group, which is otherwise not 
active in the aiea, claimed as the work of 
one of its squads. The death of Bajrang 
Singh certainly brought joy to the lower 
castes who had suffered for long at his 
hands. Even a section of democratic- 
minded Rajputs was not unhappy at his 
death. 

His surviving-brothers (including an SP 
at Azamgarh in UP) sought to avenge 
themselves on the dalits of Semra, suspec¬ 
ting their complicity in the killing. In the 
absence of any movement in the area, 
there has been no protest from the dqjlits 
who have been driven away from the 
village and their properties looted. In a 
sense, this looting is similar to the official 
seizure (‘kurki-japti’) of the belongings of 
those avoiding arrest. But terrorist killing 
of the landlord has not ‘excited’ the 
masses into action. Though there is 
general joy at the death of a tyrant, in the 
absence of any movement this has not 
been translated into an advance for the 
peasant movement. _ ' 

Another landlord to be killed recently 
in Rohtas was Nanhe Upadhyaya. Nanhe 
was himself a pahelwan and kept a 
relatively small gang of about four per¬ 
sons. He had some 100 acres of land, 
mainly irrigated. Most of the land was 
cultivated with a tractor and some 
banihars and part of the land was let out 
on batai. 

Tension between the landlord and the 
lower castes in this village (Parhi) has a 
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long history. In a clash in 1974, one of the 
‘lathaits’ was killed and Nanhe himself in¬ 
jured. Later Nanhe killed the dalit leader, 
Chaturi Ram, terrorised the rest and 
forced the only witness to the murder not 
to give testimony. 

A battle for higher wages continued for 
a long time. Many of the labourers came 
to look for work elsewhere. After a while, 
all the local labour stopped working for 
him. When the organisation of the 
labourers weakened, the landlord employed 
his armed gang to prevent the labourers 
from raising poultry or going to the fields 
to relieve themselves. Besides the 
labourers, the backward caste peasants 
were also terrorised. The mukhiya, who 
IS a Koeri peasant, was crippled in an 
attack and not allowed to cultivate his 
fields. Nanhe, like Bajrang, combined 
dacoity with his other activities. He was 
once arrested for dacoity, an arrest which 
did not damage but, on the contrary, 
enhanced his standing in the local upper 
caste community. 

Recently Nanhe Upadhyaya was killed 
in an attack on his gang. None of the^ 
naxalite groups in the area (the Liberation, 
Party Unity or the newly-formed Organis¬ 
ing Committee) has claimed responsibility 
for the action. The aftermath of this kil¬ 
ling has, however, been different from that 
in the Bajrang Singh case. Here too, the 
surviving brother, along with the police 
terrorised and looted the village. But after 
fleeing their homes, the people later stag¬ 
ed a dharna at Bhabua, demanding to be 
rehabilitated, a matter in which the 
administration was forced to help them. 

In Basuhari, another village in Rohtas 
district, there has been a protracted land 
struggle going on. The landlord in this 
case, Bihari Singh, in contrast to the other 
examples given here, does not have a 
criminal background. He is a straight 
landlord, holding temple land, mainly 
given out to bataidars. Having foiled, with 
the help of an obliging administration, 
moves to redistribute the land, the 
landlord has taken to maintaining a 
regular armed gang of seven to eight per¬ 
sons at the village. In May, along with 
reinforcements and the direct help of the 
police, the gang attacked the dalit basti 
in an attempt to capture the main orga¬ 
nisers, but determined resistance by the 
people, women in particular, foiled the 
attempt. Since then, with the protection 
of the armed gang the landlord has tilled 
and harvested the land. The landlord’s 
attempted appropriation of state func¬ 
tions was noticeable when he informed 
two women activists that, because of the 
ongoing struggle, he had banned outsiders 
from visiting the village. 

Yet another notorious landlord who 
recently met his end, was Uma Singh of 
Ekwari. Bhojpur. Ekwari is the centre 


from which the Liberation group has 
spread its work. But at no phase of the 
Ekwari struggle has there been an agrarian 
movement for wages, or land, etc. It was 
from the beginning an area of ‘annihila¬ 
tion’ and more or less continues to remain 
that. 

Uma Singh was the chief organiser of 
the Bhumihar landlords' gangs. But the 
general Bhumihar support that the 
landlords could count upon in the early 
phase of the struggle no longer exists. In 
fact, even marriage for these ‘fighting’ 
landlord families is now possible only into 
similar ‘fighting’ families. Uma Singh’s 
brother is married to the daughter of 
Dileep Singh, a notorious criminal of 
Barh. For all the weakening, Uma Singh’s 
family still manages to function in some 
respects as the state—only recently the 
family fmed the Muslims of the village for 
killing a neelgai. 

Without any ongoing mass movement, 
the struggle in Ekwari has become a 
matter of a series of killings and other 
armed actions. Recently, before the 


THE prospect of a unified Jharkhand 
movement, raised by the formation of the 
Jharkhand Co-ordination Committee 
(JCC) last year seems to be on the wane 
with sharp differences creeping into the 
JCC. The differences revolve around the 
All-Jharkhand Students’ Union (AJSU) 
which, ever since its inception in 1988, has 
been the most vocal and active among 
various Jharkhand organisations. The call 
of the AJSU for a Jharkhand bundh on 
the new year’s day and the insignificant 
response which it evoked have only under¬ 
scored the differences in the JCC. 

Early last year, the AJSU had set ^ 
deadline of December 31 for the union 
government to come forward for negotia¬ 
tions on the demand for a Jharkhand 
state comprising 21 tribal dominated 
districts of Bihar, West Bengal, Orissa and 
Madhya Pradesh, But the government 
flatly refused to talk to AJSU. Following 
this refusal, AJSU gave the call for the 
Jharkhand bundh on January 1. 

However, AJSU found itself alone on 
the issue of the bundh call as the other 
con.siituents of the JCC, barring the in¬ 
significant Vinod Bihari Mahto group of 
Jharkhand Mukti Morcha (JMM), did 


landlords reuliated against Uma Singh’s 
death by killing Baidyanath Choudhury, 
the respMed leader of the IFF in Ekwari, 
the IFF had launched some wage strug¬ 
gles in villages near Ekwari. But these 
were soon compromised or otherwise 
withdrawn, on the ground that all forces 
needed to be concentrated in Ekwari. As 
the sequence of armed actions continues, 
two buses and a van belonging to Uma 
Singh have been burnt. 

Coming back to the main point of this 
note, what the above examples illustrate 
is the manner in which landlords per¬ 
sonally, with the armed gangs they 
organise and lead, function as extensions 
of the state. The ruling class does not 
stand apart from the state. The state alone 
does not confront the peasants as an 
armed force; the landlords and their 
armed gangs immediately and con¬ 
tinuously do the same. This is an impor¬ 
tant factor determining the nature of the 
class struggle in Bihar. The landlord con¬ 
tinues to be not only ‘malik’ but also, 
partly, ‘sarkar’. 


not extend their support to the bundh call. 
Though none of the other constituents of 
the JCC, barring Yuva Jharkhand (YJ), 
the youth wing of N E Horo’s Jharkhand 
Party, openly opposed the bundh all, they 
maintained a significant silence and 
did not join AJSU on the bundh day. Even 
the Santosh Rana group of the CPI(.ML) 
which had been all along steadfastly sup¬ 
porting various programmes of AJSU was 
nowhere to be found this time. 

Controversies surrounding the AJSU in 
the JCC, however, are not confined to the 
bundh call alone. The fact is that opposi¬ 
tion to the AJSU bundh call waspniy a 
fall-out of the more profound differences 
in the JCC. Like in other areas, here also 
it IS electoral politics which is at the root 
of the differences which are threatening ‘ 
the prospect of a unified movement for 
the clinching of a .separate swte for the 
tribals. 

As is well known, various Jharkhand 
organisations like the JMM and the 
Jharkhand Party took to parliamentary 
politics long ago. But AJSU, which has 
adopted a tough and militant posture, has 
been advocating boycott of elections riglA 
from its inception. The older leaders Of 


Differences in Jharkhand Moveihent 

Indu Bharti 


The failure of the other constituents of the Jharkhand 
Co-ordination Committee to support the bundh called by the 
All-Jharkhand Students’ Union on January 1 suggests that the 
electoral politics of the Jharkhand leaders has once again taken its 
toll of the movement of the Jharkhand people. 
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the Jharkhand movement who have tavted 
the fruits of parliamentary politics have 
been finding it very difficult to stomach 
the AJSU’s proposal of election boycott, 
on the specious plea that such a course 
would be suicidal for the lhatkhand 
movement. These leaders have been trying 
to somehow isolate AJSU. It is for this 
reason that Horo's party formed the YJ 
as a parallel to AJSU and Sibu Soren of 
the JMM has also announced his inten¬ 
tion to form a Yuva More ha. 

The older leaders of the Jharkhand 
movement fell threatened by the growth 
of AJSU as they fear a consequent ero¬ 
sion of their own following. Significantly, 
AJSU. which had earlier abhorred the 
idea of developing into a political force, 
in its last conference in Decernbei, tiled 
to demonstrate that it was a political force 
in the Jharkhand region and announced 
an action programme under its own 
banner. 

At the conference AJSU did not pay 
any attention to the JCC convenor, 
B P Kesari’s proposal to leconsider the 
election boycott call. The conference also 
rejected outright the proposal of Ram- 
dayal Munda, ex-VC of Ranchi Univcisiiy 
and the man behind AJSU, of accepting 
a separate Jhaikhand region as a union 
territory and bringing the region under the 
6th Schedule ol the cons'ituiion. It would 
be pertinent to mention .icic that Munda 
for quite some time now has been ad¬ 
vocating the acceptance ol his ptoposal 
and has reportedly won over a .section ol 
the Jharkhand leaders. On the othei hand 
this has created a rift between Munda and 
the AJSU leadership. 

Another issue ovei which ditlercnces 
have been building up in the Jhaikhand 
movement is the reported decision ol 
AJSU to have 1935 as the ba.se ycai tor 
the determination of ‘Jharkhand na¬ 
tionalism’. 1 hough AJSU has not yet 
openly announced its decision, know¬ 
ledgeable sources say it has made up its 
mind on this issue. 

Differences have also cropped up bet¬ 
ween AJSU’s leadership and eommunisi 
groups in tte AJSU. Recently three 
CP!(M1.) members were removed-from 
the central committee of the AJSU. This 
was probably the reason behind the 
CPI(ML) (Rana group) not supporting 
the January 1 bundh call. 

But undoubtedly it is the AJSU’s pro¬ 
posal for election boycott which has been 
the major bone of contention. Though 
JCC had never supported the proposal, 
it used to show its solidarity w'lth the 
AJSU’s sentiments in the past. But now 
the differences have become open with 
various leaders expressing themselves 
against AJSU’s proposal in such a way 
that even AJSU has been taken aback. 

Faced with ks growing isolation in the 


JCC. AJSU has decided to increasingly 
toughen its stand on the demand for a 
Jharkhand state. On the bundh day about 
50 leaders of AJSU burnt their educa¬ 
tional certificates on the ‘Shaheed 
Saniadhi’ in Kharsawa, the place where at 
least 7,000 tribals protesting against the 
merger of princely Kharsawan state into 
Orissa were killed by the Orissa military 
police on January 1, 1948, and vowed 
never to retuin to then homes or meet 
their families till they were invited by the 


union government for talks on the ques¬ 
tion of a separate Jharkhand state. 

The AJSU has also decided to align 
Itself with other similar movements going 
on in other parts of the country. It has 
made a beginning by forging links with 
the All Bodo Students' Union (ABSU) in 
Assam. What this would mean for the 
Jharkhand movement cannot be said at 
this moment. What can be said is that the 
electoral politics of the Jharkhand leaders 
has once again taken its toll. 
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Proposed International Debt Facility 

Ranjit Sau 


An interesting proposal for dealing with the problem of third 
world debt envisages the setting up of an International Debt 
Facility that will buy such debt in the market and then ‘forgive’ a 
part of its contractual value. • 


THE burden of external debt is taking a 
heavy toll particularly in Latin America 
and Africa. Several measures have been 
suggested to meet the situation; they range 
all the wdy from no-mercy laissezfaire to 
complete forgiveness. The magnitude of 
the task is, indeed, so large, and its nature 
so complex, as to require a multiplicity of 
policy instruments. 

An interesting proposal is on the anvil. 
It envisages setting up an International 
Debt Facility that will buy such debt in 
the market, and then ‘forgive’ a part of 
its contractual value. This step would at 
once provide relief to the debtor country. 
What is surprising (or perhaps not so sur¬ 
prising) is that the operation would, by the 
same token, rescue creditor banks also 
from a sizeable capital loss, as the market 
valuation of debt is expected to rise in the 
process. 

There are few species of the approach 
of this genus. One was formulated as early 
as 1983 by Kenen and Rohatyn. Since then 
the underlying idea has acquired a great 
deal of currency. The International 
Monetary Fund is paying serious attention 
to it as evidenced by re.search works of its 
staff (Corden 1988, Dooley 1988). An 
executive director of the Fund, who 
represents India, Bangladesh, Bhutan, and 
Sri Lanka, has recently advanced a similar 
scheme. The Omnibus Trade and Com¬ 
petitiveness Act of 1988. passed by both 
houses of the US Congress, includes a 
provision for the Secretary of Treasury to 
“study the feasibility and advisability” of 
establishing an “International Debt 
Managemefit Authority”. The chairman 
of American Express has lent his support 
to the concept, too. It appears likely that 
the facility is well on its way. 

Developing countries’ debts are now 
heavily discounted in the secondary 
markets’ (see the Tkble). Dooley (1988) 
constructs a framework for evaluating a 
range of buy-back projects that might 
reduce the market discounts currently 
observed. A central feature of all his cases 
is that the facility “offers to buy existing 
debt in a single auction and promises to 
forgive the difference between the auction 
price, PA, at which... [it] purchases 
bonds, and the contractual value [face 
value] of the bonds purchased”. 

The extent of mark-down is. in the 


sense of Tinbergen (1955), a policy instru¬ 
ment for the facility. Dooley examines its 
determination only under one set of con¬ 
ditions. Even then, the objective function 
of the whole exercise is not very clearly 
specified. Analytically, the facility might 
first like to .study the effect of this instru¬ 
ment on relevant variables before deciding 
upon its course of action. The present 
note derives general formulae for this pur¬ 
pose. It transpires that Dooley’s is a 
special case, as we shall see below. To get 
at the heart of the matter was shall con¬ 
sider a most simplified situation. 

Suppo.se all creditors, banks in our 
example, hold identical bond contracts, 
and each creditor expects to receive the 
average payment on the indebted country’s 
contractual obligation. All bonds have 
infinite maturity, and are indexed to the 
market interest rate. Piobabiliiv distribu¬ 
tion of the quantum of payment, al.so 
called pay-olf, to be thus iceeivcd is 
uniforni; and it is invaiiant ovci lime. 

Take a bond with face value of 100 
dollars. Us market price is assumed to be 
equal to the statistical expected value of 
the present value of the infinite stream of 
pay-offs. The probability distribution 
being uniform, as shown by FF in the 

Figure 

Probability 


Figure, the market price of this bond is 
one-half of its face value, that is, 50 
dollars, indicated by R in the figure We 
shall call it the crirrent price, and denote 
it by PC. 

PC - 100/2 ... (1) 

Now let the International Debt Facility 
come into existence. It announces that it 
will ‘forgive’ a fraction x of the debt. In 
other words, lOOx dollars would be paid 
to the holder of the bond by the facility 
itself. The debtor country will then have 
the obligation to the extent of 100 (1-x) 
dollars only. What will be the market 
price, PM, ol the bond under such 
circumstances? 

Pay-off of lOOx dollars is certain, as 
guaranteed by the facility. The pay-off 
from the debtor country, however, would 
range tiom zero to 100(1-x) with a uni¬ 
form probability distribution. Therefore, 
It can be shown that 

PM - lOOx H- 100(1-x)/2 

or PM =r 100(1 + x)/2 ... (2) 

This price, PM, is indicated by S in the 
Figure where RS = IOOx/2. 

Comparing (1) and (2) it is found that 
market price has improved by lOOx/2. 
This is the extent of ‘capital gain’ by the 
bond holders—creditor banks in this 
instance. 

The amount paid .out by the debtor 
country prior to the formation of the 
facility was 50 dollars in terms of its 
statistical expected value; see (I). Now it 
IS reduced to 100(l-x)/2 with the interven¬ 
tion of the facility. So the ‘gain’ or relief 
to this country. comes to be lOOx/2, 
represented by TR in the Figure. 

To summarise, the facility incurs a cost 



Current price OR; price after the facility’s intervention OS; bank’s capital gain 
RS; debtor country’s gam TR; TR = 50x, where x is the fraction of debt 
“forgiveness”. 
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Table : Sbcondaby-Market Debt Prices 
Per Cent of Face Value 



November 

1986 

November 

1988 

Argentina 

70 

20 

Brazil 

80 

40 

Chile 

70 

55 

Ivory Coast 

80 

30 

Mexico 

55 

45 

Nigeria 

40 

20 

Philippines 

75 

50 

Poland 

45 

35 

Venezuela 

75 

40 

Yugoslavia 

80 

45 


Note". These figures are only approximately 
indicative, as they have been visually 
estimated into number from bai diagram 
given in The Economic. 26 Novembci- 
2 December, 1988 

of lOOx dollars; and the market price of 
the bond goes up by half this amount. The 
creditor bank and the debtor country, in 
effect, distribute this benefit of lOOx 
equally between ihem.seivcs. 

To see the relationship of Dooley’s 
results with ours, suppo.se the procedure 
is as follows. The facility declares its 
intention to forgive lOOx per cent of the 
debt. Now it buys the bonds in a single 
auction, and sells them back in a com¬ 
petitive market with the promise to pay 
lOOx dollars for each while the debtor 
country remains Obligated to the tunc of 
100(1-x) dollars. The market price that 
would prevail at the end of the entire 
operation is given by (2). What is the price 
of a bond at the intermediate stage, 
namely, at the auction where the facility 
buys bonds from the present holders, 
banks? This price is designated as PA. It 
is easy to see that PA cannot be different 
from PM. Any difference between the two 
could mean a capital gain or loss for the 
seller at the auction. So we write 

PA = PM ... (3) 

Dooley specifies the following rule; the 
facility is to forgive the difference between 
the auction price at which it purchases 
bonds and the contractual value of the 
bonds purchased. In other words, 

lOOx = 1(X) - PA ... (4) 
From (2), (3) and (4) we find 

x = 1/3 ... (5) 

and PM = 66.66 .. (6) 

(5) and (6) are Dooley’s results that we 
have derived from our model by applying 
the decision rule (4) which is specified by 
him. We see no reason why the facility 
should stick to this particular criterion, (4). 
It can have quite a distina objective func¬ 
tion to be optimised with reference to x 
subject to certain constraints. 

Or, it may have a Fixed target in the 
sense of Tinbergen (1955). Suppose having 
observedihat the debts are being heavily 
disedunted in the market to the detriment 
of investmant prospects in the conperned 


country the facility decides to bring down 
the discount to a given level. Recall that 
the face value of a bond is 100 dollars and 
the market value after the facility’s inter¬ 
vention is PM as of (2). The discount 
factor, d, is defined as follows: 

PM - (l-d).lOO ...(7) 

in view of (2) and (7) 

1 -t- X = 2(l-d) ... (8) 

Should the facility want to drive d down 

10 10 per cent, then x = 0.8; that is to say, 

11 has to forgive debt to the extent of 80 
per cent of face value. This is just an 
e,\amplc of the uses to which the model 
may be put. 

It is almost redundant to mention that 
the model can be extended to take into 
account the influence of variance on 
market price where investors are sensitive 
to risk. Alternative probability distribu¬ 
tions of pay-offs also can be considered. 


A CURSORY review of the east European 
response to Gorbachev’s campaign for 
glasnost and perestroika in the Soviet 
Union presents an extremely varied pic¬ 
ture ranging from guarded support and 
vacillation to outright rejection. The con¬ 
tradictory nature of this response is 
however not altogether surprising; having 
been long subject to,the dictates of the 
Brezhnev doctrine according to the terms 
of which the Soviet Union had ascribed 
to itself the prerogative of deciding the 
various paths of development that her 
lesser partners in the Comecon were to 
pursue towards the fulfilment of their own 
national objectives, the unexpected ter¬ 
mination of that doctrine has created a 
vacuum which is proving to be increasing¬ 
ly difficult to fill as the wider implications 
of the Gorbachev project begin to unfold 
and make themselves felt sdl over the 
eastern bloc' it may be recalled that the 
Soviet Union has all along had the 
dubious distinction of blocking attempts 
at substantive change in eastern Europe 
almost each time that such an opportunity 
presented itself whether this referred to 
Hungary in 1956, Czechoslovakia in 1968 
and more recently to Poland in 1980-81. 
The shifting of the pendulum in the 
opposite direction has not howeverled to 
an unequivocal endorsemoat of the 


These are relatively technical matters. The 
basic concept of an international debt 
facility seems to have been well recognis¬ 
ed by policy-makers. The facility is going 
to be charged with a historic responsibility 
that touches the lives and livelihood of 
millions around the world. It can bear far 
greater research. 

Refervnofs 

Corden. W M, 1988: ‘An Iniernaiional Debt 
Facility?', IMF Staff Papers, 35 
(September): 401-21. 

Dooley, M P, 1988; ‘Buy-Backs and Market 
Valuation of External Debt', IMF Staff 
Papers, 35 (June): 215-29 
Kenen, P B, 1983; ‘A Bailout Plan for the 
Banks', The Afew' York Ttmes, March 6. 
Rohaiyn, F, 1983; ‘A Plan for Stretching Out 
Global Debt’, Bustness Week, February 28. 
Tinbergen, J, 1955: A Theory of Economte 
Policy, Amsterdam: North-Holland. 


Gorbachev reform among the Soviet 
Union’s socialist allies. On the contrary, 
the mixed nature of the response suggests 
that the future prospects of a programme 
of economic and political reform along 
Gorbachevian lines in eastern Europe are 
not altogether encouraging or, at any rate, 
remain tantalisingly indeterminate. 

The east European reception to the 
nineteenth party conference was for exam¬ 
ple one in which very few countries were 
willing to commit themselves to either 
lauding or condemning the current reform 
in the Soviet Union. With the sole excep¬ 
tion of Albania, whose party daily, Zori 
i Popullit, described perestroika as 
nothing less than “a fronts attack against 
Marxism-Leninism” that was aimed 
towards re-establishing capitalism in the 
USSR, and glasnost as no more than a 
pretext to carry out “unbridled attacks” 
agaiast Joseph Stalin, the reaction in most 
countries could hardly have been describ¬ 
ed as enthusiastic.^ Though far less 
outspoken than the Albanians, the Ruma¬ 
nian, East German, Czechoslovak and 
Bulgarian responses to perestroika reflect 
in varying degrees, a perceptible effort to 
distance the implications of Gorbachev’s 
campaign for perestroika from having any 
potential bearing upon reform initiatives 
in their own countries. While the reasons 



Eastern Europe: Divided over 
Perestroika 

Ramnath Narayanswamy 

The Soviet Union has all along had the dubious distinction of 
blocking attempts at substantive change in eastern Europe every 
time such an opportunity has presented itself. The shifting of the 
jyendulum in the opposite direction has not, however, led to an 
unequivocal endorsement of the Gorbachev reform by the Soviet 
Union’s socialist allies. 
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for this seeming indifflerence differ in each 
case, what is not in doubt is the fact that 
it will be quite some time before a ^rge 
part of eastern Europe is able to fashion 
for itself a comparable alternate moidel of 
economic reform that begins.to even 
remotely resemble the one cufrently in 
progress in the USSR. 

The Rumanian press adopted a rather 
unusual manner of conveying its 
displeasure with the Gorbachev reform on 
the e\'e of the nineteenth party conference 
by virtually ignoring the event altogether. 
This was done by convening a regular 
plenum of the central committee of the 
Rumanian Communist Party on the very 
same day that the Soviet party conference 
opened. What Rumania could look for¬ 
ward to as a substitute for perestroika was 
made abundantly clear by Ceausescu; a 
couple of weeks before the Soviet party 
conference, the Rumanian leader made a 
disguised attack against the emulation of 
foreign models. In an obvious attempt to 
portray those sympathetic to the Soviet 
reform, Ceausescu spoke about “the very 
dangerous trend that had emerged at a 
certain moment” of the history of the 
party, reflected in the worship of 
“everything that was foreign”. According 
to Ceausescu, it was left to the party of 
each country to interpret and apply the 
laws of socialist construction in relation 
to that country’s specific conditions and 
not “according to [foreign] patterns and 
models”.’ 

Yet the Rumanian reaction was by no 
means the only one of its kind in eastern 
Europe. The East German leadership’s 
attitude, for example, reflected a will¬ 
ingness to support the Gorbachev effort 
provided that it applied only to the Soviet 
Union and not to either the GDR or the 
rest of its centralised neighbours. Thus, 
Erich Honecker, insisted that it was up to 
each country within the bloc to “analyse 
and determine according to its own means 
what the next tasks are” and went on to 
declare that right from the beginning, the 
East Germans had never had the intention 
of “transposing” the Soviet system on to 
their own coantry. 

But while the Rumanian leadership 
conveyed its antipathy to the Gorbachev 
reform with a loud pr^nant silence on the 
subject, and .while the East German 
leadership, despite being seriously divid¬ 
ed ova- perestroika,^ presents an outward 
appearance of supporting perestroika so 
long as it is confmed to the USSR and not 
to themselves, the Czech leadership went 
a step further by acknowledging that the 
Soviet experiment was “very valuable and 
inspiring to us”, but added that its results 
had to be applied in consonance with 
specific conditions obtaining in 
Czechoslovakia.^ The situation was not 
very different in Bulgaria where after 
initial Interpersonal hurdles between 
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Gorbachev and Todor Zhivkov, the 
Bulgarian party leader, the latter ended by 
eventually endorsing perestroika even 
though the new reform measures that have 
been announced in Bulgaria since then 
have only added to the existing chaos. 
This confusion is in part reported to be 
caused by a struggle for power and until 
the problem of succession has been 
decisively settled, the prospect of Bulgaria 
being susceptible to a programme of 
reform on Gorbachev lines remains ex¬ 
tremely uncertain. 

East European coverage of the Soviet 
party conference confirmed in greater and 
lesser measure, the attitudes of the dif¬ 
ferent leaderships towards the reform pro¬ 
cess in Moscow. Hungarian coverage of 
the proceedings of the conference, for 
example, emphasised themes that had a 
potential bearing upon current reform 
debates in Hungary such as the necessity 
to adopt further measures for political 
reform, democratisation of parliamentary 
procedures and the struggle against forces 
opposed to perestroika. Similarly in 
Poland, where the official media has em¬ 
phatically supported the Gorbachev in¬ 
itiative and where Gorbachev ranks 
second only to the Pope in popularity, 
wide coverage was accorded to 
Gorbachev’s opening address. The address 
itself was hailed as “a fundamental change 
in the praxis of socialist construction in 
the Soviet Union”.* At a weekly news 
conference, a Polish government 
spokesman was unambiguous about the 
significance of perestroika for the future 
course of economic reform in Poland: 
“We endorse perestroika”, declared Jerzy 
Urban, “this revolution within revolu¬ 
tion”.’ Yet the support for perestroika in 
both Poland and Hungary remains of a 
qualitatively different order; this is 
because while the Hungarians have a 
legitimate interest in promoting 
perestroika as it lends itself well to 
Hungarian initiatives in the same domain 
since 1968, the Polish road to reform con¬ 
tinues to be dependent on the Jaruzelski 
government’s ability to simultaneously 
form a national consensus for the adop¬ 
tion of unpopular economic policies to 
cushion hardening Western postures on 
Poland’s foreign debt which currently 
stands at US $ 39 billion and strike a com¬ 
promise with Solidarity by according it 
public recognition as an independent 
union. 

The recent closure of the Lenin 
Shipyard at Gdansk—long known to be 
the stronghold of the Solidarity 
movement—has only served to widen the 
credibility gap between the Polish govern¬ 
ment headed by the new prime minister, 
Miecyslaw Rakowski, and Solidarity. The 
shipyard employed about 14,000 workers 
and needed more than $ 20 million in sub¬ 
sidies last year. While the closure has been 

i. 1989 


% 

portrayed in official circles as an | 
economic move, the strat^c timing of the I 
decision—the closure was announced on | 
a national holiday which made it difficult j' 
for Solidarity to organise a vigorous !]| 
response—lends credence to the govern-. !■ 
ment’s political resolve to neutralise 
Solidarity by outflanking the movement 
rather than by direct confrontation. 
Rakowski’s statement that the closure of 
the Lenin Shipyard was only “the first of 
many such closures necessary for, the 
restructuring of the economy” is unlike¬ 
ly to help matters and it remains to be seen 
how the government responds to the' 
“appropriate action” contemplated by 
Solidarity.* 


While official coverage of the nine¬ 
teenth party conference in Czechos¬ 
lovakia, Bulgaria and the GDR were 
outwardly positive, their coverage of 
the proceedings also reflected a certain 
degree of vacillation between welcoming 
and resisting genuine change. In 
Czechoslovakia, for example, the Soviet ; 
conference was portrayed as a “continui- 
ty of political thinking and practice” 
rather than as a radical departure from the 
conservatism of the Brezhnev period. The ' 
Czech daily, Rude Pravo, also warned that ( 
“only the future can show what was cor- i 
rect and what was not” and this was done .i 
after having indicated that it was none ^ 
other than Gorbachev himself who had . ■ 
admitted that perestroika had given 
rise to problems that had been “under- .. 
estimated”.'’ Similarly, in Bulgaria, 
an editorial in the party daily. Robot- ^ 
nichesko Delo, argued that the con- > 
ference in Moscow was expected by the J 
Soviet people to “breathe new life into >. 
perestroika”, which was an oblique way of ;[ 
suggesting that all was not well in the 
Soviet implementation of perestroika. 
East German leiuctance to endorse the X 
process of perestroika was demonstrated 3) 
by the absence of any official comment ^ 
on either the speech or the conference. , 4 


Indeed, the message sent by the East Oer- | 
man leadership to Moscow refrained from 
mentioning either glasnost or perestroika 


or even Gorbachev himself. In Rumania 
and Albania, newspapers predictably car- , 
ried only very brief summaries of 
Gorbachev’s speech; the perfunctory man- , 
ner in which the conference was treated 
left very little doubt about the attitudes' 
towards substantive political or economic 
reform in both countries. 

Clearly then the influence of the Soviet 'f 
reform initiative on eastern Europe mi^ .j 
not be stretched too far in the immediam>^ 
short'term, principally though no ex-.** 
clusively because it will be extremely difv| 
flcult to translate the Gorbachev project^ 
into a coherent strategy of comprdienshfZ^ 
reform under conditions obtaining in ’' 
eastern Europe Countries like Poland and i 



Hungary, where popular or official 
opinion stands more or less weighted in 
favour of reform are therefore likely to be 
further encouraged by the fact that refor¬ 
mism has been elevated to the status of 
ofndal policy in the USSR rather than by 
the specific proposals set forth by 
Ciorbachev at the nineteenth party con¬ 
ference. On the other hand, countries like 
Czechoslovakia and Bulgaria, where the 
momentum towards reform is strongly 
tainted by the indeterminate direction in 
which the reform process has been pro¬ 
gressing so far, the impact of Gorbachev’s 
opening speech is unlikely to prove 
substantial, while in countries like East 
Germany and Rumania, who have for dif¬ 
ferent reasons chosen to dissociate 
themselves from a programme of reform 
along Gorbachev lines, the impact of the 
latter will inevitably be indirect; in East 
Germany for example, the leadership is 
reported to be strongly divided over the 
question of reform to an extent where even 
the Church is prepared to risk a confron¬ 
tation with the authorities.'® The fact 
that the East German leadership con- 
; tinues to mmntain a dogged silence on the 
i domestic significance of the Soviet reform 
; does not therefore necessarily imply that 
\ it can indefinitely continue to remain im¬ 
pervious to internal pressures (from sec- 
tions within the .party, the youth, the 
I Church, etc) to embark upon a pro- 
gramme of genuine institutional reform. 

It must However be pointed out that 
Gorbachev’s opening address to the nine- 
teenth party conference contained little on 
■j the future evolution of the relationship 
between the Soviet Union and her socia- 
' list allies. While the notion of ‘limited 
> sovereignty’ characteristic of the Brezhnev 
doctrine was not raised at all by 
Gorbachev, the entire bloc received no 
more than a passing mention; “World 
r, socialism is experiencing a breakthrough 
period that is not simple. The setting out 
of the socialist countries towards new 
' frontiers and the uncovering of their 
» potential in both the national and the in- 
< ternational dimensions enhance the 
prestige and role of 'socialism in 
worldwide advancements.’’" Such cliches 
were clearly a very poor substitute for in- 
novatively reconstituting the political and 
economic relations within the bloc, 
especially when it is evident that this Is 
desired by Gorbachev hintseif. Elespite 
these limitations, there should be no am- 
; biguity among the east European leader¬ 
ships about the fact that reformism will 
continue to be the order of the day and 
the manner in which each country is like- 
' ^ ly to interpret the intermittent signals from 
Moscow me^. close watching in the 
^months ahead; 
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economic and political reform in eastern 
Europe will however continue to be in¬ 
timately tied to the future development of 
reform in the Soviet Union under Gor¬ 
bachev; “The Soviet response to reform 
in eastern Europe”, writes Judy Batt in an 
excellent contribution on the subject, “has 
been described as conditioned by the twin 
objectives of viability and control. The 
economic viability of eastern Europe in 
the 1980s has become at least as urgent 
a problem for the Soviet Union as it was 
in the early 1950s. The economic problems 
of the region pose a serious challenge tn 
political stability, and hence to the 
maintenance of Soviet control, and have 
become d heavy burden on the economy 
itself. The Soviet Union must therefore 
have a strong interest in promoting 
economic reform. The formation of the 
new Soviet leadership under Mikhail 
Gorbachev presents an opportunity for 
reforms in the Soviet Union. The genera¬ 
tional change in the leadership and the 
massive personnel turnover throughout 
the apparatus which has accompanied it, 
open the way for a radical change of 
course and raise the possibility of a con¬ 
certed blocwide impetus towards reform 
which would greatly enhance the chances 
of its success in each individual case. 
Whether the opportunity will be grasped 
will depend upon the outcome of the 
struggle for reform at present underway 
in the Soviet Union.”" In the three and 
a half odd years since Gorbachev assum¬ 
ed the post of general secretary, the con¬ 
sequences of that struggle are by no means 
clear. 
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Nozick’s Entitlement Theory and 
Distributive Justice 

Pulin B Nayak 

In this paper the theory of entitlement proposed by Robert Nozick in his Anarchy, State, and Utopia is critically 
examined. It is argued that contrary to Nozick’s thesis, there cannot logically be any historical theory of acquisition 
free of patterning. It is also argued that fairness cannot ordinarily be ensured in exchange transactions. Thus 
both the theories of justice in acquisition and exchange are seen to be seriously flawed. It is suggested that there 
is no choice but to resort to periodic patterning in terms of certain end-state theories of distribution. The Marxian 
notion of distribution given by from each according to his ability, to each according to his needs’, is found to 
possess great merit precisely because it abandons the notion of distribution in terms of material goods altogether. 


I 

IVozick's Entitlement Theory 

ROBERT NOZICK’S Anarchy. State, and 
Utopia, which appeared in 1974, is today 
regarded as a reference point for all contem¬ 
porary works on libertarian political 
philosophy. The central idea in the book is 
Nozick’s espousal of what he calls the 
“minimal state”, a notion long associated 
with the seventeenth century English philo¬ 
sopher John Locke The minimal state, ac¬ 
cording to Nozick, “limited to the narrow 
functions of protection against force, theft, 
fraud, enforcement of contract and so on, 
is justified; that any more extensive state will 
violate persons’ rights not to be forced to 
do certain things, and is unjustified; and that 
the minimal state is inspiring as well as 
right” (p ix). In particular, in Nozick’s world, 
the state is forbidden to play a redistributive 
role; Such a line of thinking has gained wide 
currency in recent years. This has had a 
powerful impact on the governments of 
several countries, many of them being 
mature western democracies. This has resul¬ 
ted in a number of countries dismantling or 
substantially reneging on their earlier com¬ 
mitment to the welfare state. 

Nozick argues that if the process of 
economic production and exchange has left 
some members on the brink of starvation, 
he would not advocate state intervention on 
the ground that it would be a “coercive” 
route to adopt. The only hope for the disad¬ 
vantaged members would presumably be 
voluntary, charitable acts on the part of the 
rich. Nozick realises that this view may make 
him seem “apparently callous towards the 
needs and'sufferings of others”, but hastens 
to provide his own response to the charge 
thus; “I know that reaction; it was mine 
when I first began to consider such views. 
With reluctance, 1 found myself being con¬ 
vinced of libertarian views” (p ix). None of 
his earlier reluctance has, however, been ar¬ 
ticulated in the volume because, as he puts 
it, “it has disappeared” (p x). We thus have 
here a reluctant convert to libertarianism, 
eager to spread his new-found message. 

Why is the state, even a minimal one, 
needed at all? Surely there arc some in¬ 
dividual rights and liberties that are 


delimited by even the narrowest conception 
of the state? Why, in other words, does 
Nozick not advocate anarchy, a stateless 
world, if he is really concerned with maxi¬ 
mising the domain of individual rights? The 
answer lies in the fact that any social state 
characterised by scarcity of resources, as all 
real-world situations are, coupled with un¬ 
limited wants by its members would neces¬ 
sarily end up with conflicts arising among 
individuals or groups. A mechanism is 
therefore clearly needed to resolve these con¬ 
flicts among self-seeking individual:.. And 
hence the justification of the minimal or 
nightwatchman role of the state which would 
he geared to essentially guard against fraud, 
theft, enforcement of contract and so on. 

Quite crucial to Nozick’s conception of 
the minimal state is the commitment to in¬ 
dividual liberties which includes, as one of 
iis major components, full individual pro¬ 
perty rights. The theory ot property rights 
that Nozick develops is based on Locke’s 
principle of just acquisition, which he has 
modified and extended, The chief problem 
here is to establish how individuals become 
entitled to full control over previously unheld 
resources. It is this which leads Nozick to 
propose his theory of entitlement, which 
consists of two basic ground rules, viz, 
(i) the theory of justice in acquisition; A per¬ 
son who acquires a holding in accordance 
with the principle of justice in acquisition 
is entitled to that holding, and (ii) the theory 
of justice in transfer; A person who acquires 
a holding in accordance with the principle 
of justice in transfer, from someone else en¬ 
titled to the holding, is entitled to the 
holding (p 151).* It is an examination of 
Nozick’s theory of entitlement that is the 
principal object of this paper. We shall aigue 
that the basis of Nozick’s theory of entitle¬ 
ment is seriously flawed. 

A crucial feature of his theory of entitle¬ 
ment according to Nozick is the fact that his 
theory is “historical” rather than being bas¬ 
ed on a “current time-slice” or “end state” 
principle. Fora historical theory, whether a 
distribution is just or not depends on how 
it came about. “In contrast, current time- 
slice principles of justice hold that the justice 
of a ^stribution is determined by how things 
are distributed as judged by some structural 


principles of just distribution” (p 153). An 
example of the latter form of distribution 
is the utilitarian principle, whereby goods are 
distributed so as to maximise the sum of in¬ 
dividual utilities. Such principles are end 
result or end state principles which necessari¬ 
ly impose a particular pattern of distribu¬ 
tion, and hence militate against the maxim 
of the inviolability of individual property 
rights. Thus Nozick regards all end state 
principles as being coercive and hence 
unacceptable. 

End state theories, according to Nozick, 
are patterned, which the historical theories 
necessarily are not. A principle of distribu¬ 
tion is defined to be patterned “if it specifies 
that a distribution is to vary along with some 
natural dimension, weighted sum of natural 
dimensions, or lexicographic ordering of 
natural dimensions. And let us say a 
distribution is patterned if it accords with 
some patterned principle” (p 156). An 
example of a pattern^ principle is to 
“distribute according to IQ”. Such a prin¬ 
ciple is not historical because it does not 
delve into past actions of an individual to 
determine whether a distribution is just or 
not. 

The historical character of Nozick’s prin¬ 
ciple of entitlement is supposed to have the 
advantage of being free from any pattern¬ 
ing. Thus an entitlement is just if it has been 
historically determined in terms of the prjn- 
ciples of justice in acquisition and transfer. 
For the first of these, viz, the principle of 
just acquisition. Nozick adopts a modified 
version of a rule outlined by John Locke in 
his Second jyeatise on Civil Gavernmeni 
(1960). We shall show that no principle of 
justice in acquisition can be logically free of 
patterning. Nor can Locke’s writings on the 
subject be construed to imply that he was 
against any such piatterning that Nozick is 
against. In fact we shall show that the 
Lockean notion implies a very clear and 
definite form of patterning. 

Crucial to Nozick’s principle of justice in 
transfer is the presumption that if in¬ 
dividuals, with their endowments, have 
engaged in voluntary trade then the resulting 
distributions must be fair if the original 
distribution was fair. Nozick, for example, 
has observed; “An entitlement theorist 
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would Hnd acceptable whatever distribution 
resulted from the party’s voluntary ex¬ 
changes” (p 188). A substantial amount of 
recent research in general equilibrium theory 
bas cast serious doubts on this presumption 
[^e, for example, Feldman and Kirman 
(1974), Khan and Polemarchakis (1978), 
Green (1972), Pazner and Schmeidler (1974) 
and Varian (1974)]. Indeed it has been clear 
from the earliest discussions of the theory 
of bargaining, going back more than a hun¬ 
dred years, that voluntary exchange does not 
necessarily result in fair allocations. 

We shall therefore go on to show that no 
principle of distributive justice can be free 
of some end state theory or some pattern¬ 
ing. In the real world, where savings and 
work effort are affected by the incentive 
mechanism, and which have consequences 
for future streams of income, there would 
of necessity have to be periodic use of pat¬ 
terning. In other words we shall show that 
the search for such an absolute state of 
fairness, via the historical theory of entitle¬ 
ment. is bound to prove fruitless. 

II 

Historical Theory of Entitlement 

Aj has been noted earlier one of the 
crucial features of Nozick's theory of entitle¬ 
ment, which he used to support a libertarian 
political philosophy, is that it is historical. 
Yet it is precisely the historical nature of the 
dynamics of political economy that lies at 
the heart of the writings of Marx. Marx 
berated the vulgar approach of the bourgeois 
school on the ground that it was ahistorical. 
Nozick holds the same views on the writings 
of the utilitarians and Rawls, who advocate 
an end result or patterned rather than a 
historical theory. Yet Nozick and Marx are 
at the opposite ends of the spectrum in terms 
of their conclusions as regards distributive 
justice. One is a libertarian, arguing for max¬ 
imising the domain of individual rights, 
complete with full capitalists’ right of 
ownership, and the other is for “ex¬ 
propriating the expropriators”. Nozick uses 
the historical mode of analysis to legitimise 
the ownership of private property, the idea 
being that a piece of property that has been 
historically owned by a person is rightfully 
his. For Marx it is precisely the historical 
process of ownership of the means of pro¬ 
duction that leads him to show the in¬ 
evitability, and ultimately the legitimacy, of 
having one class, the workers, overthrowing 
the class of property owners. 

Thus the fact that a theory is historical 
does not necessarily imply that it ought to 
entail more or less radical conclusions than 
the ahistorical theories of political economy. 
Nozick is aware that the socialists’ view of 
work and desert is historical, but he seems 
to be questioning their notion of what ought 
to be the rewards to labour in the produc¬ 
tive process. He puts it thus: 

One traditional sodalist view is that workers 

ate entitled to the product and full fruits of 

Economic and Political Weekly January 


their labour: they have earned it; a distribu¬ 
tion is unjust if it does not give the workers 
what they are entitled to. Such entitlements 
are based upon some past history. No 
socialist holding this view would find it com¬ 
forting to be told that because the actual 
distribution A happens to coincide struc¬ 
turally with the one he desires D, A therefore 
is no less ju.st than D; it differs only in that 
the 'parasitic' owners of capital receive under 
A what the workers are entitled to under D, 
and the workers receive under A what the 
owners are entitled to under D, namely very 
little. This socialist rightly, in my view, holds 
onto the notions of earning, producing, en¬ 
titlement, desert, and so forth, and he rejects 
current time-slice principles that look only 
to the structure of the- resulting set of 
holdings... His mistake lies in his view of 
what entitlements arise out of what sorts of 
productive processes (pp 154-155). 

Thus both Marx and Nozick are'at'.one 
when^it comes to adopting the historical 
method. But the conclusions they .arrive at 
are radically different. A crucial difference 
between the Nozickean and the Marxist con¬ 
ceptualisations is this: the Nozick view 
presupposes a large measure of social har¬ 
mony. Here is an ordered world where in¬ 
dividuals arc engaged in exchange relation¬ 
ships to improve their satisfaction levels in 
the spirit of Pareto. The Marxist concep¬ 
tualisation, on the other hand, rests fun¬ 
damentally on the conflict inherent among 
th'e capitalists and the workers. During the 
Nozickian process of exchange individuals 
maintain their separate identities and at the 
end of the process they at least maintain 
their reservation levels of utility. The Marxist 
scenario however ends with the annihilation 
of the class of capitalists and the emergence 
of but one class of socialist workers who 
would now collectively own all the means 
of production. As Lichtheim (1977) puts it, 
the main point of Marx’s thesis is that “pro¬ 
gress necessarily assumes a catastrophic 
form; the ancient social order is violently 
disrupted, and capitalist industrialisation 
unfolds in the midst of a terrifying upheaval 
whose meaning is conCealed from the par 
ticipants” (p 118). At the very end ot' the 
Marxist process of dialectics would appear 
the stage of communism where production 
and distribution would be organised accor¬ 
ding to the famous maxim; “From each ac¬ 
cording to his ability, to each according to 
his needs” Now, this is clearly antithetical 
to Nozick’s conclusions on distributive 
justice, yet the Marxist conception is nothing 
if not historical. 

Thus we find that the Nozickian scenario 
of voluntary exchange leads to an outcome 
that allows for the prospect of the better off 
to further improve their position, with the 
possibility, perhaps inevitability, of 
disparities between the rich and the poor fur- 
■ ther widening. The Marxian scenario on the 
other hand would lead to substantial equali¬ 
sation of the levels of living of all workers. 
Such a society would be a classless society, 
where all would share equally in the burdens 
and benefits of social life. 
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While there can be no dispute that Marx 
envisioned a classless society, it is not dear 
whether he was also in favour of complete 
equality of income and wealth. Wood (1981) 
has noted that in the writings of Marx and 
Engels “there are quite explicit disavowals 
of egalitarianism, and criticisms of it. There 
are statements to the effect that ‘equality’ 
is fundamentally a bourgeois i^ca, having 
no place in the statement of working class 
demands or objectives” (p 195-96), Thus one 
is led to the Seeming paradox that while 
Marx was against all forms of privilege and 
oppression, he was at the time an opponent 
of complete equality. In his Critique of the 
Gotha Programme, Marx had argued for the 
principle of “equal.right for equal labour" 
to be applicable during the first phase of 
communist distribution. Given that different 
individuals have different capabilities ot sup¬ 
plying labour, the first phase of communism 
would inevitably result in unequal distribu¬ 
tion, and Marx was well aware of this out¬ 
come |see Marx and Engels (1975), p 320], 
Thiis, just as equal right in the capitalist 
market place leads inexorably to mcquality, 
so dues equal right under communism lead 
to inequalities. 

Marx goes on to describe a “higher phase 
of communist society” as one where the 
“enslaving subordination of the individual 
to the division of labour, and therewith also 
the antithesis between mental and physical 
labour, has vanished; after labour has 
become not only a means of life but life’s 
prime want; after the productive forces have 
also increased with the all-round develop¬ 
ment of the individual, and all the springs 
of co-operative wealth flow more abundant¬ 
ly” (p 320). ^uch a state was summarised in 
Loais Blanc’s slogan: “From each according 
to his ability, to each according to his 
needs!” Now, such a world is not egalitarian 
in the usual sense. There is no scarcity of 
goods, particularly basic goods, so that the 
primary needs of all are adequately met. 
And thi° is also a world which would be 
totally free of envy, and hence would be a 
just or a fair world (see Varian (1974)].^ 

Ill 

Principle uf Just Acquisition 

At the heart of Nozick’s blueprint for a 
full capitalist ownership of the means of'pro- 
duction is his theory of entitlement. The two 
principal components of his theory of en¬ 
titlement are (i) the theory of justice in ac¬ 
quisition, and (ii) the theory of justice in 
transfer. (There is a third component, call¬ 
ed the principle of rectification, which plays, 
conceptually, a rather minor role.) Nozick 
spells out the following ground rules which 
form the operational basis for his notion of 
justice in holdings: 

1 A person who acquires a holding in ac¬ 
cordance with the principle of justice in 

acquisition is entitled to that holding. 

2 A person who acquires a holding in ac¬ 
cordance with the principle of justice In 
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transfer, from someone else entitled to the 
holding, is entitled to the holding. 

3 No one is entitled to a holding except by 
(repeated) applications of I and 2 (p 151). 
The principle of justice in acquisition 
deals with the question of how “unheld 
things may come to be held, the process, or 
processes, by which unheld things may come 
to be held, the things that may come to be 
held by these processes, and so on" (p 150). 
Thus, the principle of justice in acquisition 
goes into the question of the legitimate first, 
moves. It is in order to'provide a meaningful 
ba.sis of this question that No/ick examines 
in some detail the theory of acquisition due 
to the seventeenth century British philo¬ 
sopher John locke. In his CivilCiovernmenl, 
Locke had argued that properly rights in an 
unowned object originate via someone’s 
mixing his labour with it. This principle, 
however, raises more questions than it can 
answer. As Nozick himself observes: “If a 
private astronaut clears a place on mars, has 
he mixed his labour with (so that he comes 
to own) the whole planet, the whole uninha¬ 
bited universe, or just a particular plot?" 
(p 174). Or to take another of his pointed 
examples: “If I own a can of tomato juice 
and spill it in the sea so that its molecules 
(made radiocative, so I can check this) 
mingle evenly ihioughoiit the sea, do 1 
thereby come to own the sea, or have 1 
foolishly dissipated my tomato juice?” 
(P 175). 

Clearly, thcieforc, there are limits within 
which any individual may be expected to 
gain legitimate ownership over previously 
unheld resources, and this is something 
Locke was well aware of. He had also writ¬ 
ten at length regarding the need for having 
such limits. His prescription was that in¬ 
dividuals may become rightful owners of 
resources so long as “enough and as good 
is left in common for others". It would be 
useful to quote from locke (1960) at this 
stage: 

Though the earth and all inferior creatures 
be common to all men, yet every man has 
a property in his own person. This nobody 
has any right to but himself. The labour of 
his body and the work ot his hands, we may 
say, are probably his Whatsoever, then, he 
removes out of the state that nature hath pro¬ 
vided and left it in, he hath mixed his labour 
with It and joined to it something that is his 
own. and thereby makes it his properly. It 
being by him removed from the common 
state nature placed it in, it hath by this labour 
something annexed to it that excludes the 
common right of other men. For this labour 
being the unquestionable property of the 
labourer, no man but he can have a right to 
what that is once joined to, at least where 
there is enough, and as good left in common 
for others [Locke (I960), p 24]. 

This has been referred to by Nozick as the 
Lockean proviso. Locke holds the view that 
private property rights do not violate others’ 
rights, who therefore, need not be consulted. 
According to him private property rights are 
party of the basic right of liberty and hence 


is required by any theory of distributive 
justice. Further elaborating on how proper¬ 
ty comes to be held, Locke goes on to say; 
I think, it is very easy to conceive, without 
any difficulty, how labour could at first begin 
a title of properly in the common things of 
nature, and how the spending of it upon our 
uses bounded it; so that there could be no 
reason of quarrelling about title, nor any 
doubt about the largeness of possession it 
gave. Right and conveniency went together. 
For as a man had a right to all he could 
employ his labour upon, so he had ho temp¬ 
tation to labour for more than he could make 
use of. This left no room for controversy 
about the title, nor for encroachment on the 
right of others. What portion a man carved 
to himself was easily seen; and it was useless 
as well as dishonest to carve himself too 
much, or take more than he needed 
(pp 42-43). 

Locke invokes religious-moral command¬ 
ments to argue that people will not ap¬ 
propriate resources greedily. He asserts: 
"Nothing was made by God for man to spoil 
or destroy”. Icicke believed that men may be 
reasonably expected to follow this precept, 
and this may well have had some validity in- 
thc times that he lived in though even this 
supposition is questionable. The whole study 
of economics is based on the preni'se that 
resources are scarce, hence to presume that 
enough is left in common for others would 
be indefensible in any meaningfully 
economic context. Resources would be 
enough only if the transformation pos.sibi- 
lities into goods or services are unlimited or 
if economic agents, as consumers, are satia¬ 
ted. And as for leaving resources that are.’as 
good', the most elementary reflection on 
resource use by rational economic agents will 
be sufficient to show that this cannot be ex¬ 
pected to hold. Since the time of Ricardo 
It is well known that a farmer will always 
.set out to till the most fertile patch of land 
first, and he would successively move to the 
less fertile pieces when he increases his scale 
of operation. There is therefore little chance 
for ‘as good’ land being left behind for 
others. 

Further, as recognised by neo-classical 
economics, the very fact that private and 
social beneftts and costs significantly diverge 
in a large number of production activities 
shows that the Lockean proviso of enough 
and as good being left over for others simply 
does not hold. What ought to be left behind 
for others from the social point of view is 
invariably different from what actually is left 
behind by self-seeking individuals. Thus 
there is hardly any reason to believe that 
enough and as good will actually be left 
behind for others when resources are ex¬ 
ploited by economic agents. 

Despite the difficulties with the Lockean 
proviso, it must be conceded that allowing 
an individual to lay claim to that part of 
nature with which he has mixed his labour 
appears to be an eminently attractive 
criterion, all said and done. And as for the 
proviso, it must be admitted that Locire was 


aware of the difficulties it was likely to pose, 
He thus wrote: 

Thus, at the beginning, Cain might take as 
much ground as he could till and make it his 
own land, and yet leave enough to Abel’s 
sheep to feed on: a few acres would'serve for 
both their possessions. But as families in- 
creased and industry enlarged their stocks, 
their possessions enlarged with the need of 
them: but yet it was commonly without any 
fixed property in the ground they made use 
of till they incorporated, settled themselves 
together, and built cities, and then, by con¬ 
sent, they came in time to set out the bounds 
of their distinct territories and agree on limits 
between them and their neighbours, and by 
laws within3hemselves settled the properties 
of those of the same society [Locke (1960), 
pp .33-34]. 

As stated earlier Nozick believes that the 
Lockean principle of justice in acquisition 
is historical, but not patterned. This however 
is not quite tenable. Let us suppose for a mo¬ 
ment that the initial endowments in society 
were determined on the basts of the Lockean 
principle of ‘mixing of labour’. Now, this 
Itself is a particular pattern that one imposes 
on the principle of acquisition, no matter 
how inherently attractive this historical prin¬ 
ciple may be. A distribution according to 
mixing of one's labour is about as pattern¬ 
ed as a distribution according to one’s IQ 
at the very beginning of the process of ac¬ 
quisition. It may well be that the distribu¬ 
tion on the principle of mixing of one’s 
labour may be morally more appealing, but 
that does not make it any less patterned. 
This is a particular kind of patterning, 
because any alternative principle of acquisi¬ 
tion, say, one based on one’s IQ or one bas¬ 
ed on one’s height, would give a different 
outcome. Thus it would seem natural that 
any principle of acquisition will involve some 
patterning, i e, it will be on the basis of some 
one criterion and not another, and this 
would in turn engender a distinct distribu¬ 
tion of holdings. 

For Nozick’s entitlement theory to work 
out, there has got to be a starting date of 
just ownership. The most natural starting 
point is the ah initio point, the primordial 
state, that has been discussed by Locke and 
other contractarian philosophers. But even 
at the ab initio point there has got to be 
some ground rule or rules that would govern 
the pattern of property ownership. Locke’s 
motivation in offering what might be called 
the "labour theory of property ownership’’ 
was essentially an attempt at understanding 
and explaining how unheld property comes 
to be owned at the initial point. To be sure, 
the Lockean principle is an eminently rea¬ 
sonable one, and it obtains its reasonableness 
principally on the ground that it appears 
morally appealing to grant legitimacy to pro¬ 
perty ownership on the basis of how much 
labour one has mixed with hitherto unheld 
resources. Yet the problem posed by limited 
resources and unlimited wants on the part 
of economic agents renders the Lockean 
solution open to serious difficulties. 
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IV 

Principle of Justice in Tranfifer 

Let us suppose for a moment that a socie¬ 
ty has arrived at a distribution of initial 
h'hJding that is just. Let us now examine 
whether starting from such a state of just 
acquisition, we can have individuals engage 
in voluntary, welfare improving, exchan'ges 
which will lead us to yet another distribu¬ 
tion that would be just. Nozick believes this 
to be the case. In his words: “How may a 
person acquire a holding from another who 
holds it? Under this come general descrip¬ 
tions of voluntary exchange, and gift and 
fraud, as well as reference to particular con¬ 
ventional details fixed upon in a given socie¬ 
ty. The complicated truth about this subject 
we shall call the principle of. justice in 
transfer” (p 150). Later on Nozick goes on 
to say that transfers are just if voluntary or 
if the individual transforms what is his own 
to another form by production (p 160) and 
that force and fraud are to be excluded 
(p 152). Unfortunately, beyond this the 
precise definition of justice in transfers is 
nowhere presented or elaborated by Nozick 
despite the importance of this matter for his 
theory. 

Noyck’s argument runs somewhat as 
follows. If, starting with a just distribution 
ol holdings, individual agents engage in just 
transfers among them, then the resultant 
distribution is also just. As such this argu¬ 
ment IS impeccable,, but it is also tautolo¬ 
gical. Since we are asked to restrict ourselves 
to just transfers, repeated applications of this 
principle alon^ with first holdings that are 
just can only yield just distributions. This 
boils down to assuming that justice in trans¬ 
fers is a transitive relationship. One may 
pustulate any number of rules for transfer 
of assets or resources between individuals, 
most of which could be patently unjust, 
while some might be based on some princi¬ 
ple or principles of fairness. And what are 
these latter principles? Nozick seems to 
believe that voluntary, welfare improving, 
acts of exchange arc just transfers. A fair 
amount of recent work in the area of 
economic justice, and welfare economics 
generally, cq^ts doubts on this supposition, 
however. One is thus left with the despair¬ 
ing prospect that there is hardly any prac¬ 
tical procedure of transfer of holdings that 
would be justice preserving. 

THht voluntary excjiange need not neces¬ 
sarily be fair has been well recognised for 
over a century [see, for example, Mgeworth 
(1881), pp 46-56]. Depending on their 
bargaining strengths, agents engaging in ex¬ 
change might gain unequal advantage from 
exchange, while both parties may be improv¬ 
ing their lot in terms of past utilities. In an 
important paper Feldman and Kirman 
(1974) have shown that competitive equili¬ 
brium trades may destroy fairness. More¬ 
over, a trade from the equal allocation (the 
fairest of the fair) to the core’ may also 
destroy fairness. Feldman and Kirman show 


that the preservation of complete allocative 
fairness requires more than just a monitor¬ 
ing of the fairness of the moves. It requires 
a constant monitoring of the results of the 
moves. This tells us that one ought to be 
periodical!}' applying end state principles to 
have distributions that are patterned. We 
shall return to this point later. 

In another paper Khan and Polemar- 
chakis (1978) examine the question as to how 
individuals are treated in the core, the core 
bqmg an allocation which cannot be bettered 
by any coalition of economic agents. Speci¬ 
fically, Khan and Polemarchakis pose the 
question: Are identical individuals treated 
identically in the core? The answer to this 
question would presumably be crucial for 
normative arguments that seek to support 
core allocations on grounds of'fairness. 
Nozick himself employs the notion of the 
core as representing an association that is 
stable (p 300). However, Khan and Polemar¬ 
chakis demonstrate that the core does not 
possess the equal treatment property, which 
implies that one would not be justified in 
concluding anything about the fairness of 
the allocations in the core. 

There is a separate strand m the lileraiurc 
of trade and development which focuses on 
the phenomenon ol ‘unequal exchange’ The 
possibility of the occurrence of unequal ex¬ 
change has for long been recognised by neo- 
Marxist writers. These authors have argued 
that one of the root causes of underdevelop¬ 
ment of colonial countries is the outilow of 
surplus from it to the imperial master coun¬ 
try. The mechanism of surplus extraction 
from the satellites into the metropolis was 
often crude and coercive: it involved outright 
loot and plunder. But more often than not, 
the relatively subtler process of exploitation 
via unequal exchange was much more 
devastating. 

The Ricardian theory of comparative ad¬ 
vantage contains the possibility of unequal 
exchange, and this comes about when the 
labour content in commodities differs bet¬ 
ween countries, for then prices are no longer 
proportional to labour embodiment once in¬ 
ternational trade is permitted. Marx has 
discussed at length thi possibility that even 
when equivalents are exchanged there may 
be exploitation of labour. The discrepancy 
'uctween value and price is but a manifesta¬ 
tion of unequal exchange and is brought 
about by the existence of different organic 
compositions of capital in different com¬ 
modities. Emmanuel (1972) defines unequal 
exchange as a phenomenon which occurs 
because of the differences in wage rates bet¬ 
ween two countries. Now, just as there could 
be unequal exchange between countries, the 
phenomenon could equally apply to ex¬ 
change transactions within a single country. 
Such unequal exchange applied to a single 
country would lead to a redistribution of in¬ 
come within an economy with one class en¬ 
joying the benefits of the surplus at the ex¬ 
pense of another class [see Sau (1984), 
pp 142-201). 


V 

The Wilt Chamlaerlin Example 

Can one be in favour of patterned theories 
of distribution and at the same time believe 
in individual liberty? Nozick thinks not. To 
show how liberty may upset patterns Nozick 
employs a simple example which has by now 
become quite famous Suppose we start with 
a distribution D, which is favoured by an 
ethical observer or planner. This may simply 
be the equal share, or it may perhaps be the 
distribution according to some other, say the 
utilitarian, norm. There is a famous basket¬ 
ball player. Wilt Chamberlin, who is a great 
gate attraction. Suppose each spectator is re¬ 
quired to pay a certain sum. 25 cents in 
Nozick's story, directly to Wilt Chamberlin 
to watch him play, and suppose that in a par¬ 
ticular season a million fans showed up to 
see Chamberlin play. This would mean that 
at the end of the season Chamberlin would 
be the richer by $ 2,50,000. This would be 
a larger sum than the average income, and 
could be vastly larger than what anyone else 
might have. The question that Nozick poses 
is: Is Chamberlin entitled to this income? 
And, by implication, is this new distribution 
D, just? The answer, in Nozick's mind is an 
unequivocal ‘yes’ to both of t he above ques¬ 
tions. This leads Nozick to conclude: “Any 
favoured pattern would be transformed into 
one unfavoured by the principle, by people 
choosing to act in various ways; for exam¬ 
ple, by people exchanging goods and services 
with other people, or giving things to other 
people, things the transferors are entitled to 
under the favoured distribiitipnal pattern. To 
maintain a pattern one must either con¬ 
tinually interfere to stop people from trans¬ 
ferring resources as they wish to, or con¬ 
tinually (or periodically) interfere to take 
from some persons resources that others for 
some reason chose to transfer to them" 
(p 163) 

Now, It IS quite clear that if one is in 
favour of a static pattern of distribution then 
one must not allow agents to engage in 
voluntary exchange, or else the original 
pattern would be disturbed. However, any 
worthwhile patterned theory of distribution 
would not be rigid about a particular static 
distribution. A moment’s reflection wilt con¬ 
vince us that in a private ownership economy 
any productive activity would, in general, 
alter any preassigned distribution. Contrary 
to what Nozick would have us believe, pat¬ 
terned theories of distribution, like, say, 
utilitarianism, are not all concerned with 
preserving a particular distribution. Patter¬ 
ning according to the utilitarian norm is 
perfectly consistent with' both static ex¬ 
change and dynamic production activities, 
in the Wilt Chamberlin example, suppose 
that there were two candidate distribution 
A, and D,, from among which D, was 
favoured on the ba.sis of the utilitarian norm, 
i c, it maximised the sum of individual 
utilities. Starting from D, if utility max¬ 
imising economic agents decide to move to 
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-I The Scheme is open to everybody - 

_I individuals (including minors), H.U.R,companies, 

I bodies corporate, eligible trusts, 

I partnership firms, etc. 

I j So, with a scheme like this, 

Lnzrzrzrrziirtirjz irmJ be sure to make capital out of it. 

Another conwn^ Tacilityl Payments can also be made by bank drafts — minus the commission. Drafts will be accepted at any Unit Trust office. Stas's- uti-« 89 /b 8 it 
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D} it obviously means that Oj is Ihiieto 
superior to D,, and far from interpreting 
this move as upsetting the pattern D,, one 
must regard the pattern as being perfect¬ 
ly consistent and unequivocally supported 
by thb utilitarian norm. 

'This brings us to a point that needs to be 
well undirstodd. A pattern or a particular 
configuration of holdings is to be distin¬ 
guished from a patterned theory of distribu¬ 
tion. The latter Is nothing but an end state 
theory of distribution, which is not neces¬ 
sarily about a single pattern but about any 
number of alternate patterns about which 
the patterned theory holds a view. There is 
nothing sacrosanct about any particular 
holding or pattern. It may be readily aban¬ 
doned in favour of another pattern via the 
dictates of the same patterned theory of 
distribution. This implies that without aban¬ 
doning one’s commitment to a patterned 
theory such as say, utilitarianism, one might 
well favour one particular distribution rather 
than another. For example, in a pure ex¬ 
change problem, if ail individuals have iden¬ 
tical utility functions and if the marginal 
utility of money is declining, then the equal 
distribution of income would be favoured 
over all other distributions. Thus we see that 
while liberty might well upset a specific pat-' 
tern of distribution, it cannot upset a pat¬ 
terned theory of distribution. -In fact, far 
from being ‘upset* by liberty, patterned or 
end state theories of distribution such as 
utilitarianism presuppose the fullest measure 
of freedom oL choice on the part of all 
economic agents. 


VI 

Theory of Entitlement: A 
Reconaideration 

AVe have thus seen above that the prin¬ 
ciples of justice in acquisition and exchange 
have some serious shortcomings, the one on 
the ground that there cannot be any histo¬ 
rical principle of acquisition that can be 
logically free 6 f patterning, and the other 
for the reason that the principle of volun¬ 
tary exchange does not by itself imply 
anything about the fairness of exchange 
transaction. And yet it goes without saying 
that a theory of ^stribution based on the 
historical principle has considerable appeal, 
but for a different reason, viz, that of 
efficiency. 

For the Nozickian principle of justice in 
acquisition to hold in terms of purely 
historical principles, it would be tempting 
to regard a particular date in history as a 
cut qff or reference point and regard the 
vector of distribution obtaining at that point 
to be just. O’Neill (1982) considers this 
option in the following manner: 

Although it would be difficult to give reasons 
for thinking that the holdings of a specific 
date—s^ 1900, or, if you like, 1500—were 
just, it is worth considering what would be 
lost by formulating such a principle of justice 
in acquisition; (i) A person who has held a 


holding since 1900 is entitled to that holding. 
The arbitrariness of the date is perhaps com¬ 
pensated for by the ascertainability of 
holdings at that date (p 311). 

Nozick however does not advocate the 
idea of choosing a particular date in real 
historical time'as the cut off point on the 
ground that it would be arbitrary. And this 
is justly so because while choosing between 
two dates, the rentier class may have relative¬ 
ly mete income for example, in one date than 
the other. Surely, therefore; it is not a matter 
of indifference as to which date it is that one 
decides to choose as the reference point. 
Nozick therefore puts forward the Lockean 
principle on the ground that it is free of this 
arbitrariness, but as we have seen above, this 
approach too has its own problems. 

Lang (1979) criticises the entire edifice of 
the Nozickian system on the ground that the 
implicit framework That Nozick adopts is a 
capitalist one, and to that extent his system 
is patterned, albeit in a concealed manner. 
In his words; 

Nozick says thtfl his entitlement theory is a 
‘non-patterned’ theory of justice and does 
not imply any ‘end state concepts'. But that 
is simply not true. The patajuridical concept 
of historical entitlement makes sense only 
within a legal system which is structured ac¬ 
cording to a definite subsiSintive pattern. 
That must be a legal system safeguarding 
private property in the means of production 
and consumption. Only if the legal system 
patterned by the requirements of capitalist 
market economy can be recognised as a just 
system, can the transaction performed within 
the system be also considered as morally just. 
The concealed assumption of the entitlement 
theory of justice is that the bourgeois legal 
system is just. The non-patterned theory of 
justice (entitlement theory) underpins the 
moral justification of the distribution of 
goods within the capitalist system, but is of 
course not applicable to the justification of 
the system itself (p 134). 

Thus not only is it the case that the en¬ 
titlement theory of Nozick is seen to be pat¬ 
terned, but that the setting in which it is sup¬ 
posed to operate is itself patterned. Clearly, 
therefore, the search for a principle of ac¬ 
quisition or exchange shorn of any pattern¬ 
ing whatsoever is bound to be a fruitless 
exercise. 

The real question, therefore, is, can one 
allow for patterning in a manner so as to 
wipe out all history? Clearly, if patterning 
is permitted in such a manner then it would 
leave no incentive whatsoever on the part of 
economic agents to engage in production 
and accumulation, for they would not be 
sure of enjoying the fruits of their actions 
under the patterns yet to come Rawls (1971) 
had posed exactly this problem and had 
argu^ that if one had to choose from 
among various patterns in the primordial 
state of nature, then one ought to choose 
that pattern which maximises the welfare of 
the worst off member of society. But that 
was clearly a question of one-shot hypo¬ 
thetical choice In teal life it would be totdly 


j^rfe 

Th 


unrealistic to expect that individuals will save 
for future periods if they know that no ac- ■! 
count will be taken of history. Thus while 
one cannot quite agree with the Nozickian ; 
view of just acquisitipn and exchange which 
are historical principles, one nevertheless 
cannot totally abandon the historical prin¬ 
ciple altogether either. There is thus a dilem¬ 
ma here. The historical principle does in fact 
have great value because without it economic 
agents wi|l have no incentive to act with any 
reasonable degree of rationality especially 
when it comes to decisions involving future 
periods. Yet taken to its logical extreme, the 
historical principle fails to provide a vector 
of holdings thaf is free«f patterning. In fact 
since there can be no foolproof historically 
jiAt pattern and since there is no exchange 
process that is inherently fair, what we are 
envisaging is a world in which there is 
bbic patterning. 

The second alternative is the Marxian one 
of ‘to each according to his needs, from each 
according to his ability’. This principle in one 
sweep totally obviates the need for even 
looking at material distributions of income, 
for such an exercise would now be deemed 
totally irrelevant. A crucial facet of the 
Marxian materialist interpretation of history - - 
is that when it comes to the question of 
distributive justice, Marx was not really 
overly concerned with the distribution of 
material goods. As Lang (1979) puts it, "A 
just distribution of material goods was not .' 
the final moral good for Marx. He explicit¬ 
ly warned against understanding scientific 
socialism as a theory of distribution of 
goods” (p 120). In his Critique of the Gotha , 
Programme Marx himself has observed that- 4 . 
it is ‘‘in general a mistake to make a fuss 
about so-called distribution and put the ' 
principal stress on it" (p 321). In the Criti- ,; 
que, Marx criticised primitive or the first 
phase of communism on the ground that it 
reduced the notion of justice to merely a. ... 
distribution of goods. For Marx this was 
tantamount to remaining under the in- M 
fluence of private property, to universalise ■ 
it instead of abolishing it. The core of the 
Marxian notion of justice is concerned with i 
liberating the individual from the tentacles ^ 
of private ownership of the means of pro-' :l 
duction and from slavish subordination to 
the division of labour. As Lang aptly puts 
it; ‘‘The Marxian ideal of social justice is 
aimed at creating social conditions in which- *4 
work will become man’s most important, 
need and the intrinsic moral value that.\| 
makes sense of human existence. The right 
to meaningful work is through the Marxian 
ideal of justice as a fundamental right, a 
basic social value. No consumption good it 'j 
equivalent to the value of meaningful worlc'^ 

(p 121 ). J 

Marx’s scenario of fair distribution 
one where “the instruments of labour ait'i 
common property and the total labour is 
operatively regulated” and where “the pni-:;, 
ceeds of labour belong undiminished wiil$|-{ 
equal right to all members of soctety*'.^ < 
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Whereas Locke uses the notion of “mixing 
of labour” to legitimise private ownership 
of goods and resources, for Marx precisely 
the opposite is the case: the fruits of labour 
become common property for all, where 
every worker must receive the “undiminished 
Lassallean proceeds of labour". 

Oddly enough, the notion of fair distribu- 
• tion in Marx is therefore ultimately one in 
which distribution of physical property has 
no relevance whatsoever. While talking of ‘to 
each according to his need’ Marx was ob¬ 
viously referring to the consumption of basic 
goods such as food, shelter and clothing, etc, 
which are a fundamental necessity for any 
human being. Meeting these basic or ele¬ 
mentary needs is a necessary pre-condition 
before people can aspire to achieve higher 
ends. According to Marx all individuals have 
to be placed on the same footing when it 
comes to the provision of such basic needs. 

In sum, therefore, nil such lime as one is 
operating within the realm of material goods 
there can be no final and durable vector of 
just entitlement. Any favoured distribution 
of holdings will be upset by independent, 
voluntary actions of individuals as has been 
pointed out by Nozick. This would happen 
for the simple rea.son that individuals have 
different preferences over present and future 
consumption. The thrifty will eventually 
come to have greater power over resources 
than the ones with a higher propensity to 
consume. Chance factors and windfall gains 
may well award large sums to selected agents 
in an economic set up, thereby upsetting any 
pre-assigned pattern. Thus one has to resort 
to periodic patterning because left to the 
voluntary acts of individuals there will 
always emerge distributions that would not 
be morally acceptable. The way Nozick dealt 
with this problem was by arguing that if we 
could start with a historically given just 
distribution of income, and if one were also 
to agree that voluntary exchange preserves 
fairness then we shall have no requirement 
for patterning whatsoever. But it turns out 
that any historical vector of holdings is itself 
patterned in one way or other, and exchange 
transactions, in general, cannot be presumed 
to be fair. The ropte suggested by Nozick is 
therefore doomed to serious difficulty from 
the very beginning. If we are to be in the 
realm of distributing material goods, then 
we have no choice but to resort to periodic 
patterning, with due allowances made for 
history, for the sake of efficiency. 

But as we have noted above, the ultimate 
aim of entitlement must be to go beyond the , 
distribution of material goods altogether, 
where distribution of material goods ceases 
to be relevant. Individuals would consume 
as per their needs and would contribute to 
productive effort as per their abilities. The 
measure of individual happiness would then 
be judged not in terms of the material goods 
one pos.sesses but in terms of the socially 
useful work that one is able to put in. This, 
however, is still a hypothetical utopia, which 
really means that we have no choice but to 
. resort to periodic patterning of distributions. 


Notes 

1 Unless otherwise stated, all page references 
are to Nozick (1974). 

2 An allocation is defined to be fair if .there 
is no agent that envies another agent. I^r an 
elaboration of this view see Foley (1967) and 
Varian (1974). 

3 A core represents an allocation that cannot 
be improved by any coalition of agents. For 
a clear statement of this concept, see Debreu 
and Scarf (1963). 

4 See Marx and Engels (1975), p 318. 
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Status of Violence in Marx’s Theory of 

Revolution 

Rustam Singh 


This attempt at determining and discussing the status of violence in Marx’s and Engels’ theory of revolution 
seeks answers to the following questions 

Is the Marxian revolution necessarily violent? Or, have Marx and Engels admitted the possibility of a peaceful 
transformation as well? W[hat are the circumstances under which such peaceful transformation will take place, 
if at all? Is the violent or peaceful nature of the revolution rooted in the very structures of the capitalist society? 
If so, is it determined solely by the economic structures? Or, do political structures too have a role to play? Is 
this role independent of the economic structures? Do Marx and Engels accept subjective, conscious intervention 
in the process of the revolution? If this intervention is accepted, what effects does it have on the nature of the 
revolution in terms of making it violent or peaceful? fVhat are the conditions under which this intervention is 
acceptable, and why? Finally, were there any differences between Marx and Engels on this issue? And, did Engels 
alter his views after the death of Marx? 


THE aim of this inquiry is to determine and 
discuss the status of violence in Marx’s and 
Engels' theory of revolution. We are con¬ 
cerned here primarily with their views on 
violence, and not their entire theory of 
revolution. Yet their views on violence can 
be considered only in the context of this 
theory. Therefore, it must form a back¬ 
ground to, and to a certain degree be a part 
of, our discussion. Reference may also have 
to be made occasionally to the other aspects 
of the general Marxian theory for similar 
reason. 

Before we proceed any further, a few more 
clarifications are in place here. 

First, although the title of the paper 
carries the name of Marx alone, we include 
in our discussion Engels as well. We do so 
in the face of the increasing attempts to view 
and treat Engels as separate and apart from 
Marx. There may be some merit in these at¬ 
tempts, but, in our view, the separation 
creates more problems than it solves. We 
need not go into the details of this issue. 
Suffice here to say that we take the orthodox 
position that the body of thought known by 
the name of Marx was the joint product of 
Marx and Engels, and should be treated as 
such.' 

Second, Marx and Engels made very few 
references to violence, as such, in their 
writings. And whatever references they made 
were of a very perfunctory nature. So, while 
trying to analyse their views on violence, we 
have perforce to depend on whatever they 
implicitly said about violence while laying 
down their theory and strategy of revolution. 
This makes our task extremely difficult, for, 
as Ralph Miliband observes, “there is a limit 
to what can be properly squeezed out of a 
paragraph, a phrase, an allusion or a 
metaphor”.' 

Third, the views of Marx and Engels on 
violence, like their views on many other 
things, evolved over time. Being political 
activisu, besides being thinkers, they were 
involved in various issues and questions con¬ 
cerning the prpletarian movement of their 


time. These issues and questions assumed 
different shapes as the movement developed, 
and required different responses, suitable to 
each situation. Marx and Engels accordingly 
expressed a plethora of views, at times 
seemingly contradictory. This being so, the 
format of our study has to be, by necessity, 
historical and chronological. This means 
that we have to see not only what they said 
about violence but also when and in w'hat 
context. 

This brings us to the last point. Which is; 
what questions concerning the status of 
violence in the Marxian theory are we going 
to rai.se, and seek answers to, during the 
course of this study? Mainly the following: 
Is the Marxian revolution necessarily 
violent? Or, have Marx and Engels admitted 
the possibility of a peaceful transformation 
as well? What are the circumstances under 
which such peaceful transformation will take 
place, if at all? Is the violent or peaceful 
nature of the revolution rooted in the very 
structures of the capitalist society? If sov is 
it determined solely by the economic struc¬ 
tures? Or, do political structures too have 
a role to play? Is this role independent of 
the economic structures? Do Marx and 
Engels accept sidrjeGtive, conscious interven¬ 
tion in the process of the revolution? If this 
intervention is accepted, what effects does 
it have on the nature of the revolution in 
terms of making it violent or peaceful? 
What are the conditions under which this 
intervention is acceptable, and why? Finally, 
were there any differences between Marx and 
Engels on this issue? And, did Engels alter 
his views after the death of Marx? 

1 

Violence and Marx's Theory of 
Revolution, 1B44-48 

(A) During the period 1844-48—a period 
when they evolved the main tenets of their 
theory, but when this theory was still in a 
formative stage—Marx and Engels believed 


that the social revolution was inevitable. 
Equally inevitable was the violent nature of 
this revolution. This inevitability of the 
revolution and its violent nature was deter¬ 
mined by the very structures of the bourgeois 
system. Marx and Engels concluded this on 
the basis of their analysis of the historical 
forces and the then existing social relations, 
and of the nature of private property. 

According to Marx and Engels, during the 
course of their development a stage comes ■ 
when the productive forces "are no longer 
productive but destructive forces”, and 
become the cause of a “mischief’ under the 
“existing relations”. This is the period of the 
rule of a particular class of society which 
derives its power from its property and 
whose rule finds its expression in the form 
of the state. This is also the period of the 
existence of a class which forms the majority 
of the members of a society. This class “has 
to bear all the burdens of society without 
enjoying its advantages”. These conditions 
lead the oppressed cla<' to acquire the con¬ 
sciousness of the necessity of a “funda¬ 
mental revolution”. This consciousness 
culminates in the revolutionary struggle 
which is directed against the class which till 
then has been in power, and aims at over¬ 
throwing the existing “mode of activity”. 
Marx and Engels here emphasise not only 
the inevitability but also the necessity of 
revolution. “The revolution is necessary... 
not only because the ruling class cannot be 
overthrown in any other way, but also 
because the class overthrowing it can only 
in a revolution succeed in ridding itself of 
all the muck of ages and become fitted to 
found society anew;’- 

The contending classes in the capitalist 
society are the bourgeoisie and the pro' 
letariat. The proletariat, as the oppressed 
class, IS the particular product of the 
capitalist phase of the historical develop¬ 
ment. The historical mission of the pro,- 
letariat is to emancipate itself from jh'it 
oppression. The working class caniK^ 
emancipate itself unless it abolishes ^ 
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classes. This abolition will take the form of 
class struggle between the bourgeoisie and 
the proletariat, and will culminate, as Marx 
puts it, in “total revolution", “the shock of 
body against body”. This "total revolution”, 
tHIs “shock of body against body”, is in¬ 
evitable, for the end of a society founded on 
the opposition of classes is a “brutal con¬ 
tradiction”. Thus, in the view of Marx and 
Engels, till a new society emerges in which 
there are no longer any classes and no class 
antagonisms, “on the eve of every general 
reshuffling of society, the last word of social 
science will always be: “combat or death, 
bloody .struggle or extinction. 

PRIVATt PROITRTY 

(B) The struggle between the bourgeoisie and 
the proletariat revolves round the institution 
of private property, which itself is a product 
of historical forces. Private property, as such, 
acts as a mere instrument in the hands of 
these forces.'* But it also plays an 
autonomous role in this struggle, a role that 
independently determines the inevitability 
and the violent nature of the revolution. This 
role springs from the peculiar nature of 
private property. 

The nature of private properly, according 
to Marx and Engels, is such that in its com¬ 
pulsion to maintain itself into existence it has 
to maintain the existence also of the pro¬ 
letariat, which is its opposite and its own 
product. The nature of the proletariat, on 
the other hand, is such that it is compelled 
to abolish itself, to achieve which it has to 
abolish its opposite and its creator, the 
private property. There is, thus, a contradic¬ 
tion between private property and the pro¬ 
letariat. This contradiction drives private 
property towards its own destruction, and 
proletariat becomes the instrument of this 
destruction.-' 

The point to be noted here is that in 
essence it is not the proletariat that abolishes 
private property. Rather, it is private pro¬ 
perty that abolishes itself, since its abolition 
lies in its very effort to perpetuate itself. 
But—and this is important—the above docs 
not mean that the end of private property 
will come on.its own, without the proletariat. 
The argument is just thj opposite. The end 
of private property will come only through 
the proletariat, for the proletariat and the 
“inhuman”*’ conditions under which it is 
forced to live arc the essential product of 
private property. These conditions drive the 
proletariat to “revolt”^ against the world, of 
private property. This revolt culminates 
in ibe “action of annihilating”* this world. 
Hence the inevitability and the violent nature 
of the revolution. 

The Bourgeois Order 

[Cj Thicing the growth of the bourgeoisie 
during and after the feudal era, Marx and 
Engels show how it came to acquire political 
domination. “Each step in the development 
of the bourgeoisie was accompanied by a 


corresponding political advance of that 
class!' The process continued till at last, with 
the establishment of the modern industry 
and the world market, the bourgeoisie “con¬ 
quered for itself, in the modern represen¬ 
tative state, exclusive political sway”.’ 

. In the meantime, with the growth of in¬ 
dustry, the proletariat increases in numbers: 
it also becomes concentrated in large masses 
and its strength grows. The growing im¬ 
poverishment of the workers and the pre¬ 
cariousness of their existence compel them 
to adopt a confrontationist course against 
the bourgeoisie, and thus, their struggle 
against the latter starts. First, the fight is 
carried on at individual level, but soon it 
acquires the character of a collusion between 
the two classes. Thus the struggle.becomes 
a political struggle for every class struggle, 
according to Marx and Engels, "is a political 
struggle”.'" This struggle of the proletariat 
against the bourgeoisie is the result of its 
conditions of existence, conditions which are 
determined by the bourgeois order itself. The 
bourgeois order itself, therefore, is respon¬ 
sible for forging the workers into a class and 
then furnishing them “with weapons for 
fighting the bourgeoisie”." It produces, in 
the words of Marx and Engels, “its own 
grave diggers”.'* 

The struggle of the proletariat against the 
bourgeoisie, thus, is inevitable. Equally in¬ 
evitable will be the violent nature of this 
struggle. For the aim of this struggle will in¬ 
evitably be to demolish the bourgeois mode 
of production and, thereby, the bourgeois 
social order which stands on its shoulders. 
All the preceding classes that ruled the 
society gained their dominant position “by 
subjecting the society at large to their con¬ 
ditions of appropriation”. The proletarians, 
too, “cannot become the masters of the pro¬ 
ductive forces of society.., cannot raise 
[themselves] up, without the whole super¬ 
incumbent strata of official society being 
sprung into the air". Having nothing of their 
own to secure, “their mission is to destroy 
all previous securities for, and insurances of, 
individual property”. The struggle rages 
within the bourgeois society as a “veiled civil 
war” up to a point and then “breaks out into 
open revolution”, culminating, ultimately, in 
“the violent overthrow of the 
bourgeoisie”.'' 

The seeds of destruction of bourgeois 
order, thus, he in the bourgeois order itself. 
And, similarly, the seeds of a violent revolu¬ 
tion too lie in the same order. The nature 
of this order and its historical development 
are such that it has to come to an end, 
through a violent revolution. 

[D] Meanwhile, in a letter to the Communist 
Correspondence Committee in Brussels, 
dated October 23, 1846, Engels outlined the 
objects of the communists as follows: 

(I) to safeguard the interests of the proletariat 

as against those of the boutgeoisie; (2) to do 

this through the abolition of private propeny 

and its replacement by community of goods: 

(and) (3) (o recognise no means of carrying 


out these objects other than a democratic 
revolution by force (emphasis added). 

It is not immediately clev as to what 
Engels meant by a “democratic revolution”. 
By it he probably meant a revolution by the 
overwhelming majority of the people, the 
working class, with the aim of establishing 
a “genuine” democracy, i e, classless society. 
But the meaning of “revolution by force” is 
clear. 

It was for the first time that Marx and 
Engels were putting forth such a proportion 
in their practical programme. 

A Contradiction? 

[E] Do Marx and Engels admit the pos¬ 
sibility of a peaceful change at this stage of 
the development o'f their thought? Their 
position on this issue, at this stage, is 
ambivalent, as we shall presently see. 

In Principles of Communism, written at 
the end of 1847, Engels asked himself the 
question: Will it be possible to bring about 
the abolition of private property by peaceful 
methods? (Question 16) and gave the fol¬ 
lowing answer: 

It IS to be desired that this could happen, 
and communists certainly would be the last 
to resist It. The Communists know only too 
well that all conspiracies are not only futile 
but even harmful. They know only too well 
that revolutions are not made deliberately 
and arbitarily, but that everywhere and at all 
times they were the essential outcome of 
circumstances quite independent of the will 
and the leadership of particular parties and 
entire classes. But they like-wise perceive that 
the development of the proletariat is in nearly 
every civilised country forcibly suppressed, 
and that thereby the opponents of the Com¬ 
munists are tending in every way to promote 
revolution. Should the oppressed proletariat 
in the end by goaded into a revolution, we 
Communists will then defend the cause of 
the proletarians by deed just as well as we 
do now by word.'' 

Engels' answer is self-explanatory, we can 
see that he was not averse to the idea of 
peaceful change. In fact, he wished that such 
a thing were possible. But since changes are 
brought about by historical circumstances, 
therefore, if the circumstances are such that 
they rule out the possibility of a peaceful 
change, then the change had to be violent. 
For example, if the proletarians' efforts for 
change are forcibly suppressed, as Engels 
says was being done in all “civilised” coun¬ 
tries during his time, then they will be 
“goaded into a revolution”, that is, they will 
be forced to resort to violent methods of 
bringing change. 

But what if the circumstances do allow the 
possibility of a peaceful change? The ques¬ 
tion is necessarily speculative and hypo¬ 
thetical, for Marx’s and Engels’ analysis 
showed that a violent change was the in¬ 
evitable end of the historical developments. 
However, this does not mean that we should 
not raise and discuss this question. There¬ 
fore, if the changes take place according to 
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the nature of circumstances, and if the 
circumstances do bring about the possibiiity 
of a peaceful change, and if, further, “it is 
desir^ that this could happen”, then, we 
have to necessarily conclude that Marx and 
Engels were in favour of a peaceful change, 
wherever and whenever the circumstances so 
dictated. But here we have to keep in mind 
that their analysis of the history of human 
society till the period when they carried out - 
this analysis, that is, the period from 1844 
to 1848, showed that a peaceful change was 
not even remotely possible, given the 
historical and existing circumstances, and 
that the change, therefore had necessarily to 
be violent. 

That Engels was not opposed to the idea 
of peaceful change is further confirmed 
from whaf he said in a speech in Elberfeld 
on February 15, 1845. After outlining the in¬ 
evitability of a violent upheaval, he made the 
tollowing remarks: 

If, gentlemen, these conclusions are cor¬ 
rect, if the social revolution and practical 
communism are the necessary result of our 
existing conditions—then we will have to 
concern ourselves above all with the measures 
by which we can avoid a violent and bloody 
overthrow of the social conditions. And there 
is only one means, namely, the peaceful 
mtVoduction of communism. If we do not 
want the bloody solution of the social 
problem... then, gentlemen, we must apply 
ourselves seriously and without prejudice to 
the social problem, then we must make it our 
business to contribute our share towards 
humanising the condition of the modern 
helots.'* 

What exactly Engels meant by “humanis¬ 
ing the condition of the modern helots", or 
by “peaceful introduction of communism”, 
is not clear. But what is clear is this: by these 
remarks Engels certainly did not mean 
reforms within the bourgeois order. We have 
already seen that, according to Marx and 
Engels, revolution and communism were the 
necessary result of the bourgeois social con¬ 
ditions. If this was so, then there could be 
no question of suggesting reforms within the 
bourgeois order, for this would imply the 
perpetuation of this order. Engels’ remarks 
could only mean that social change could 
be made to take a peaceful instead of the 
violent course it would normally take. But 
what the exact natuie of this peaceful course 
would be, Engels does not yet outline. 

And here we are face to face with a clear 
contradiction in the argument of Engels. 
Earlier we have seen that according to him 
a peaceful change was not possible, although 
it was desirable. Here he is clearly admitting 
such a possibility. But there is no difference. 
Whereas the earlier argument was based on 
a -comprehensive historical analysis, the 
present view appears as remarks in a speech. 
Should we take these remarks on their face- 
value and give them the same weightage as 
to the earlier argument? Obviously, we 
should not. But we cannot treat them lightly 
as well, for they indicate that the founders 
of "scientific” socialism, too, were liable to' 


have inconsistencies in their views, which is 
significant. However, we must remonber one 
thing. The speech in which Engels made 
these remarks was delivered at least two and 
a half years before he wrote Principles of 
Communism (1847). And this was the period 
when their thought was developing at a rapid 
pace. In the beginning of 1845, they were yet 
to develop in a comprehensive form the 
materialist conception of history which 
revealed to them the inevitability of a violent 
change and the impossibility of a peaceful 
one. But by the end of 1847, they had clearly 
conceived and outlined the fundamental 
principles of historical materialism. The 
inconsistency we see in Engels' views above, 
therefore, can also be said to be the result 
of a constant development of his thought, 
and hence, not an inconsistency at all. 

II 

Violence and Revolution: 
Theory in Flux, 1848*70 

We have so far seen Marx’s and Engels’ 
views on violence in the context of their 
theory of revolution evolved mainly during 
the period 1844-48. We shall now try to find 
out how far they adhered to these views m 
praaice and whether they made any changes 
in them in their writings. 

This will involve not only a review of their 
subsequent writings but also a survey of 
their political activities which we had totally 
ignored so far. This shift in emphasis has 
been necessitated by two factors; (1) Marx 
and Engels were politically not as active 
before 1847 as they were after this period, 
especially during the periods of revolu¬ 
tionary upheavals. During the early years 
they were busy mostly in developing the 
perspective which was later to become the 
basis of their politics. (2) Marx’s and Engels’ 
participation in the practical political ques¬ 
tions of the period under review in this 
section served as a testing-ground for their 
theoretical views. It brought into focus the 
degree of their soundness or otherwise. 

Revolutionary Upheavals 

[A] 1848-49 were the years of revolutionary 
upheavals in Europe. The first major flare 
up took place in Paris on February 24.1848 
when the monarchy in France was over¬ 
thrown. Soon the upheaval spread to Austria 
and Germany. On March 3, there was an 
uprising in Cologne; on March 13, in 
Vienna, and on the I8th, in Berlin.'’ 

Marx and Engels were in Brussels on 
March 3. The same day Marx was served an 
order to leave Brussels, and on the 4th, he 
reached Paris. Or. arrival in Paris, Marx 
immediately became involved in the political 
activities there. His main involvement, 
however, was with the German expatriate 
workers. These workers formed an armed 
body, called the German Legion, and made 
a plan, under the leadership of Adelben von 
Bornstedt, a member of the Communist 


League, and Georg Herwegh, a poet, to 
invade Germany, with the aim of installing 
a republican government there. This scheme 
also enjoyed the support of Bakunin and of 
the Provisional Republican Government of 
France.'* 

Marx vigorously opposed this plan argu¬ 
ing that conditions were not ripe for armed 
imposition of a republic in Germany, in the 
words of Sebastian Seiler, a member of the 
Communist League, “Marx... developed 
the theme that the February revolution 
should be viewed only as a superficial begin¬ 
ning of the European movement,”'* imply¬ 
ing thereby that an armed insurrection at this 
moment would be premature. He suggested 
instead that they should go into (jermany, 
singly or in small groups, and carry out 
propaganda work in order to strengthen the 
ongoing bourgeois movement there And this 
is in fact what Marx, Engels, and some other 
members of the Communist League ulti¬ 
mately did. The Legion, however, persisted 
in its task and was badly defeated.^ 

The above account shows that Marx, by 
behaving as he did on this occasion, held on 
to his ideas on violence and revolution. 
Although he believed that violence may in¬ 
evitably have to be used in revolution, yet 
he would not favour its use when the cir¬ 
cumstances, in his view, were not ripe, as he 
thought was the case in Germany at that 
time. We shoqld also note that the use of 
force being advocated here was not for a pro¬ 
letarian revolution, but for establishing a 
bourgeois-republican government. Nor was 
the Paris revolution of February 1848, a pro¬ 
letarian revolution. It was a revolution 
against the monarchy led by a section of the 
bourgeoisie and had taken place spon¬ 
taneously. Marx expected a similar develop¬ 
ment in Germany. That is why he opposed 
the external armed intervention, and 
favoured propaganda work. 

In June, the workers of Paris, finding the 
conditions worse than those before the 
February revolution, revolted against the 
bourgeois-republican government, but were 
ruthlessly crushed. Thousands of workers 
were killed.-' Marx, in an article in the 
Neue Rheimsche Zeining, on June 29, 
reacted as follows: 

The workers ot Paris were overwhelmed 
by supeiior strength, but they were not sub¬ 
dued. 1 hcv have been defeated but their 
enemies arc vanquished. The momentary 
triumph of brute force has been purchased 
with the destruction of all the delusions and 
illusions of the February revolution, . and 
the division of the French nation into two 
nations, the nation of owners and the nation 
ol workers . 

is the deep chasm which has opened at our 
feet to be allowed to mislead the democrats, 
to make us believe that the struggle over the 
form of the state is meaningless, illusory and 
futile? 

Only weak, cowardly minds can pose such 
a question Collisions proceeding from the 
very conditions of bourgeois society must be 
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fought out to the end, they cannot be con¬ 
jured out of existence."’ 

Marx’s reaction to the June uprising is 
typical. He does not condemn the uprising, 
but he makes it clear that it was premature. 
Jhai was the reason for its immediate defeat, 
^t this defeat is not ultimately regarded by 
him as a defeat but a victory, because the 
uprising and its suppression have aided and 
hastened the historical forces working 
towards a successful future proletarian 
revolution. It has crystallised the situation 
by making the workers realise the real inten¬ 
tions of their enemy, the bourgeoisie, which 
would not hesitate to u.se brute force to crush 
them when its interests so demanded. 

Triumph of reaction 

[B] The suppression of the June uprising was 
the beginning of the end of the revolutionary 
upheavals in Europe in the years 1848-49. 
It marked the triumph of reaction over 
revolution. The June defeat was followed by 
similar occurrences elsewhere. In Vienna, a 
second uprising ol the democrats was sup¬ 
pressed. In December, the Prussian den«)- 
crats met with a similar fate in Berlin when 
ihe National Assembly was di$mis.sed and 
the kjng imposed his own constitution.^^ 
These events forced Marx and Engels to 
revise their stand. So far they were hoping 
that the bourgeoisie would create the con¬ 
ditions conducive to the free development 
of the proletariat—conditions which would 
allow the workers to pursue their political 
interests peacefully. But the bourgeoisie of 
France, Austria and Germany proved too 
weak, timid and opportunistic to fulfil their 
hope. It failed not only to protect and 
advance its own interests, it even helped the 
old order to suppress the nascent proletarian 
movement wherever it felt threatened by its 
emergence. Marx and Engels, in their pro¬ 
gramme so far, had virtually ignored the 
working class leadership and organisations 
and had aligned themselves, tactically, with 
the radical democratic bourgeoisie. Their 
disillusionment with the latter now turned 
I hem towards ihe former. 

They abandoned their faith in peaceful 
political activity which they had been 
advocating so fat, and pinned their hope on 
revolutionary violence. In an article, ‘The 
Victory of Counter-Revolution in Vienna’, 
published in the Neue Rheinische Zeitung 
on November 7, 1848, Marx wrote: 

The purposeless massacres perpetrated since 
the June and October events, the tedious 
offering of sacrifices since February and 
March, the very cannibalism of the counter¬ 
revolution will convince the nations that there 
IS only one means by which the murderous 
death agonies of the old society and the 
bloody birth throes of the new society can 
be shortened, simplified and concentrated— 
and that is by revolutionary terror.^' 

The result of this new attitude was that 
on 16th of May, 1849, Marx was ordered to 
leave Prussia. In his last contribution to the 
paper the Neue Rheinische Zeitung, on the 


I9th, Marx addressed the authorities in a 
defiant mood. He wrote; 

Why... your hypocritical phrases, your at¬ 
tempt to find an impossible pretesi? 

He have no compassion and we ask no com¬ 
passion from you. H'hen our turn comes, ite 
shali not make excuses for the terror^'' 
(emphasis in original). 

Clearly, Marx was not against the u.se of 
revolutionary terror in political practice. But 
it was to be used only when the normal 
means were not effective. 

In March 1850, when Marx and Engels 
were in London, the Central Committee of 
the Communist League issued a circular to 
the members out-lining their tasks in the 
coming months. This circular, known as The 
Address of the Central Committee to the 
Communist League, was drafted by Marx 
and Engels and was the result of their belief 
that a new revolutionary wave was imminent 
in Germany. It incorporated their experience 
of the revolutions of 1848-49, and marked 
a further shift in their changed attitude 
towards the bourgeoisie. 

In the Address, Marx atid Engels argued 
that just as the February and March revolu¬ 
tions of France and Germany, respectively, 
had brought the bourgeoisie into power, 
.similarly the coming revolution will bring the 
petty-bourgeoisie into power. The petty- 
bourgeoisie, having availed of the help of the 
workers in the revolution, will then turn 
against them as the bourgeoisie had done 
in 1848. To prevent this, the actions of the 
workers betore and during the revolution 
must be so directed that revolutionary 
momentum is maintained till after the 
revolution for as long as possible. “Far from 
opposing the so-called excesses, instances of 
popular revenge agatnst the hated indi¬ 
viduals or public buildings that are associa¬ 
ted only with hateful recollections, such 
instances must not only be tolerated but the 
leadership of them be taken in hand 
(emphasis added). And since the treachery 
of the bourgeoisie will begin immediately 
after the victory, “the workers must be 
armed and organised” before- hand. The 
circular asked the League to arm “the whole 
proletariat with rifles, muskets, canon and 
munitions—at once”. “Arms and ammuni¬ 
tion must not be surrendered on any pretext; 
any attempt at disarming must be Irusttated, 
if necessary by force!’^" 

But the revolution did not lake place. And 
Marx and Engels were forced to study the 
situation again. 

We should note, however, the attitude of 
Marx and Engels towards violence before 
and during the hypothetical revolution. 
During these phases, they arc willing even 
to let the workers kill those individuals of 
the ruling classes who have been particularly 
harsh in their dealings with the people, if it 
serves to advance the momentum of the 
revolution. They refuse to treat such acts as 
excesses, and legitimise their use in the name 
of revolution. The aim is to make the revolu¬ 
tion a success, when it is already under way, 
and the public murder of a few selected indi¬ 


viduals of the ruling classes may serve the 
purpose well by exciting popular passion. 
We should keep in mind here that Marx 
and Engels are advocating the use of such 
acts only as a tactical measure in a given 
revolutionary phase. They are not calling lor 
indiscriminate killings of the people of the 
enemy classes at all times. 

Meanwhile, Marx contributed a series of 
articles to the journal Neue Rheinische 
Zeitung-Revue. The articles were entitled 
“1848 to 1849”, and were later republished 
by Engels under the title The Class Struggles 
in France. In these articles, Marx attempted 
to explain the failure of the 1848-49 up¬ 
heavals in France from the matertalist view¬ 
point. His judgment is summed up in the 
following words; 

With’the exception of a few chapters, every 
more important part of the annals of the 
revolution from 1848 to 1849 carried the 
heading: Defeat of the Revolution! 

Whai succumbed in these defeats was not 
the revolution. It was Ihe pre-revolutionary 
traditional appendages, results of social 
■ elationships which had not yet come to the 
point of sharp class antagonisms—persons, 
illusions, conceptions, projects from which 
tl.e revolutionary parly before the February 
Revolution was not free, from which it could 
be freed not by the victory of February, but 
only by a series of defeats. 

In a word, the revolution made progress, 
forged ahead, not by its immediate tragi¬ 
comic achievements, but on the contrary by 
the creation of a powerful, united counter¬ 
revolution, by the creation of an opponent 
in combat with whom, only the party of the 
overthrow ripened into a really revolutionary 
party 

As we know, Marx had passed a similar 
judgment on the June uprisings in an article 
in tjic Neue Rheinische Zeitung on June 29, 
1848 We can see that not much change has 
occurred in his views since then: a radical 
attempt at armed insurrection, the condi¬ 
tions for which have not developed in the 
socio-economic sphere, is bound to fail. But 
the uprisings of 1848-49 were not entirely 
fruitless. They brought unity among the 
workers, tempered their revolutionary spirit 
and steeled them for Ihe impending strug¬ 
gles. Thus, the very defeat of the 1848-49 
revolutions symbolised their victory: 

Only after being dipped in the blood of 
the June insurgents did the tricolor become 
the flag of the European revolution—the red 
flag! 

And we exclaim; the revolution is dead!— 
iMng live the revolulion!^'^ (emphasi- in 
originai). 

During the months of June to September 
(1850), Marx carried out a study of the 
economic conditions ol Europe between 
1846-50. He compared the then prevailing 
conditions with the conditions that prevailed 
in France and Gciniany before the 1848-49 
revolutions Flic revolutions were preceded 
by a severe economic crisis in all of Europe 
except the Fai East. No such conditions were 
currently visible.'' Marx accordingly pro¬ 
phesied that the coming period would not 
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be conducive to revolutionary upsurge, and 
that a new revolution was possible only as 
a result of a new ciisis. The revoluiion, 
however, was just as certain as this crisis 
The Blanquisl elements in the l^nigue, 
particularly August Willich and Karl 
Schapper, did not agree with this analysis 
of Marx. They believed that it was possible 
to force a revolutionary uprising in Germany. 
All that was needed, they argued, was a few 
daring individuals, and weapons." They 
accused Marx of being a reactionary." The 
conflict came to a head on September 15, 
1850. In a meeting of the C entral Committee, 
Marx lashed out at his opponents as lollows: 
Instead of the materialistic view of the 
Manifesto they bring forth i he idealist one. 
Instead of the real conditions they point to 
the will as the major factor in icvoliition. 

While we tell the workers “you have lo 
endure and go through 15, 20, 50 years of 
civil war in order te change the circum¬ 
stances, in order to make yourselves fit for 
power"—instead of thai, you say; “We must 
come to power immediately " " 

The result of this was that the League got 
divided into two factions, and was finally 
disbanded in 1852.’^ 

Between August 1851 and September 
1852, Engels wrote a series of articles foi the 
New York Daily Tribune, which were later 
collected in a volume called Revolution and 
Counter Revolution in Germany In these 
articles, Engels dealt with the rise and fall 
of the recent revolutionary movement in 
Germany. Speaking of tactics, he wrote: 
insurrection is an art quite as much as war 
or any other; and subject to certain lules of 
proceeding, which, when neglected, will 
produce the ruin of the party neglecting 
them. These rules (are) logical deductions 
from the nature of the parties and the 
circumsianccs one has lo deal with in .such 
a case . . Never play with insurrection unless 
you are fully prepared to face the con¬ 
sequences of your play Insurrection is a 
calculus with very indefinite magnitudes, the 
value of which may change every day; the 
forces opposed to you have all the advantages 
of organisation, discipline and habitual 
authority; unless you bring strong odds 
against them, you are defeated and ruined," 
A major reason for the failure of the 
German revolution, Engels concludes, was 
a neglect of these rules. 

Engels here supports the theoretical and 
tactical position of Marx against the 
Blanquists. If a revolution is possible only 
as a consequence of an economic crisis, and 
if Europe was passing, at that time, through 
a period of economic efflorescence, as 
Marx’s studies revealed, then the Blanquists 
were clearly in the wrong when they insisted 
on an immediate armed uprising. For, such 
an uprising could not have but failed. 

Meanwhile, in 1852, Marx gave the first 
indication of what was later to become his 
firm belief. In an article published in the 
New York Daily Tbihune on August 25,18S2, 
he wrote: 

, .Universal Suffrage is the equivalent of 


poluical power for the working class of 
tiigland, where ihc proletariat forms the 
large majority of the population (and) where, 
in a long, though underground civil war, il 
has gained a clear consciousness of its posi¬ 
tion as a class. . . The carrying of Universal 
Suftrage in England would, therefore, be a 
far more socialistic measure than anything 
which has been honoured with that name on 
the Continent. 

Its inevitable result, here, is she political 
supremacy, of the working class^* (emphasis 
in original). 

Marx here points out the difference 
between the British and the continental con¬ 
ditions, and hints at the possibility of a 
peaceful transfer of power to the working 
class in Britain due to the peculiarities of the 
British conditions. What these peculiarities 
are he does not as yet clearly spell out, but 
the remarks are significant in their import 
as we shall .see later. 

Economic Crisis 

[C] The reaction that commenced in 1849 
lasted for many years. Labour unions were 
banned. Press was put under censor. All this 
brought a virtual cessation of political 
activity so lar as Marx and Engels were 
concerned. 

Finally, the economic crisis they had 
predicted, and had been wailing for ap¬ 
peared in 1857. The crisis did not develop 
into an immediate proletarian revolution, 
but It stirred up, by now almost dormant, 
labour movement in Europe. It al?'' "c- 
awakened the old stKialist groups of various 
hues. A series of events which then followed 
brought the working class movements of 
England, France and Germany close together. 
This coming together of the workers 
culminated, finally, in the formation of the 
International Workingmen's Association, 
better known as the First International, in 
1864. Marx and Engels played very little 
active role in these events, but Marx was 
elected as a member of the committee, that 
was to draw up the rules of the International. 
The committee accepted, with small modi¬ 
fications, Marx’s draft for the Inaugural 
Address of the International. Marx also 
drafted, later, the constitution of the Inter¬ 
national, known as the General Rules of the 
International Workingmen’s Association/'’ 
As compared to his earlier writings, the 
inaugural Address was mild both in tone 
and content. It did not give the workers any 
call for immediate revolutionary action. 
Marx was more concerned, at this moment, 
about the preservation of the unity of the 
international working class movement and 
he did not want to frighten away those 
elements in it which were hostile to the social 
revolution of the Marxian variety. Secondly, 
although the labour movement had grown 
over the years, yet the class-consciousness of 
the workers and their leaders was not as 
sharp now as during the late forties. Poin¬ 
ting out these limitations, and talking in the 
context of the Inaugural Address, Marx 


wrote to Engels. “It was very difficult to 
frame the thing so that our view should 
appear in a form acceptable from the present 
standpoint of the workers' movement... It 
will take time before the reawakened move¬ 
ment allows the old boldness of speech".*' 
This did not mean, however, that Marx 
had abandoned or softened his approach to 
revolution. On the contrary, the research he 
had conducted for his economic studies 
during the fifties and sixties had reinforced 
his belief that no systemic change could be 
achieved without the Use of force. In the first 
volume of the Capital, for example, which 
was written and published during this very 
period, Marx arrived at the conclusion that 
force was “the midwife of every old society 
pregnant with a new one.*^ He had reached 
this conclusion on the basis of a detailed 
examination of the working of the different 
modes of production. Iklking specifically of 
the bourgeois mode of production, he wrote; 

Centralisation of the means of production 
and socialisation of labour at last reach a 
point where they become incompatible with 
their capitalist iniegumcnt. This integument 
is burst asunder. The knell of private pro¬ 
perty sounds The expropriators are 
expropriated,"" 

Marx here only reconfirms, on the basis 
of broader evidence, what he had already 
stated in his earlier works. 

It is clear that if he was refraining from 
the “old boldness of speech”, to use his own 
expression, it was only because this would 
not have been acceptable to the “present 
standpoint of the workers’ movement”. 

We may close this section with the obser¬ 
vation that throughout the period that we 
have surveyed there has been no major 
change in Marx’s and Engels’ general 
theoretical position regarding the status of 
violence in revolution. However, they have 
already given an indication of such a change 
in future by hinting at the possibility of the 
working class comi.<g into power, in 
England, through univ'rsal suffrage. But 
this does not constitute, as yet, a generalised 
theoretical position. 

We may add that the actual behaviour of 
Marx as well as his interpretation of events 
during the entire period (1848-70) throws up 
one thing in stark relief; the academic 
attempts to make a distinction between a 
Marx who had elements of subjectivism and 
a Marx who was characterised by a total lack 
of such elements after a certain point of time 
(mid-forties, to be precise) are not based pn 
facts. It is no doubt true that the Marx of 
the post-45 period believed that revolutions 
were the result largely of circumstances, and 
that he accused people like Willich of 
treating will as a major factor in revolution. 
Yet, he nowhere entirely denies the role of 
will. We should not forget that it was in 1851 
(that is, six years after Althusser’s famous 
‘break’) that Marx made the following state¬ 
ment in his pamphlet The Eighteenth 
Bruntaire of Louis Bonaparte: “Men make 
their own history, but they do not make it 
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jusi a<; they please; they do not make it under 
encumsiances chosen by themselves, but 
under circumstances directly encountered, 
given and transmitted Irom the pasti’-'-' 

In other words, even if men have to act 
“under circumstances ... encountered, 
given and transmitted from the past”,^even 
if they cannot choose the circumstances, yet 
they can choose as to when and how to act 
within the limits imposed by circumstances. 
When Marx opposed Willich’s attempt to 
foist a violent revolution upon Germany, he 
was clearly exercising such a choice. He was 
also exercising it when he dissociated him.self 
from the German Legion which was trying 
to export a violent revolution into Germany. 

Marx's judgment on the June uprising of 
Pans also proves the same point. He labeled 
this uprising as premature, yet he glorified 
it and refused lo treat it as a defeat. Instead, 
he treated it as a victory bdtause it had 
ha.stened the progress of historical circuni 
stances leading towards a successful pro¬ 
letarian revolution. In other words, even if 
Marx was opposed to premature revolutions 
in principle, he would not condemn them as 
totally fruitless once they had taken place. 
He was peispicacious enough to recognise 
their role. Which has the undeniable, and for 
some people, the uncomfortable, implication 
that he accorded importance to human 
choice and will even during his so-called 
“later” period, 

III 

Violence and Revolution: 
Theory in Flux, 1870-95 

[A] The defeat of France in the 1870 war 
with Prussia resulted in the proclamation of 
a bourgeois republic in France. The policies 
of the new government led to a revolt by the 
workers of Paris. They elected a popular 
assembly which, on March 28,1871, declared 
itself as the Commune de Paris, better 
known as the Paris Commune. The Com¬ 
mune lasted till May 29, 1871when it was 
crushed.'” 

Marx and Engels had apprehended right 
from the time of the defeat of France that 
the workers of France might revolt. However, 
they believed that the moment had not yet 
arrived for such a revolt. Marx wrote in 
September 1870, for example, that any 
attempt to overthrow the government “in the 
present crisis” would be a “desperate 
folly”.'*'' Engels had expressed a similar 
view when he wrote to Marx that the workers 
“would be needles.sly crushed by the German 
armies and thrown back another 20 
years”'*’ if the revolt took place. When the 
revolt actually broke out, Marx considered 
it the result largely of an “accident”. That 
accident was “the presence of Prussians in 
France and their position right before Paris”. 
But Marx by no means denounced the revolt. 
“World history”, he wrote to Ludwig 
Ku'gelmann, “would indeed be very easy to 
m^e if the struggle were taken up only on 
this condition that the prospects were un¬ 


mistakably favourable”,^ meaning thereby 
that taking risks was, to a certain extent, 
necessary and justiried. We should recall that 
Marx had taten a similar position in 18S1 
in his pamphlet The Eighteenth Brumaire of 
Louis Bonaparte and, before that, in 1848 
when he had labelled the June uprising of 
Paris as premature and yet had praised it. 

Almost right from the beginning, Marx 
was pessimistic about the success of the 
Commune. And he blamed the Com¬ 
munards themselves for their impending 
failure. On April 6, 1871, he wrote to 
Wilhelm Leibknicht; “It seems the Parisians 
are succumbing. It is their own fault... a 
fault which was . . due to their loo great 
decency.. .they rather foolishly did not want 
to start a civil war"-*'' (emphasis added). On 
April 12, he repeated these views in his letter 
to Kugelmann. “They ought to have marched 
at once on Versailles”, he wrote, “They 
missed thcii opportunity because of moral 
scruples”.'" Obviously. Marx had no great 
regard for decency and moral scruples when 
the success of revolution was at stake. 

During April-May 1871, the General 
Council of the First Internalional wrote an 
addre.ss to the members of the International 
reviewing the situation in Paris. The address, 
entitled The Civil War m France, was drafted 
by Marx. Commenting on the functioning 
of the Commune, Marx wrote, “The 
forking class cannot simply lay hold of the 
ready-made .state machinery and wield it for 
IIS own purposes"." What did Marx mean 
by this remark ? We may get a clue to his 
meaning if we read this remark in conjuc- 
tion with what he had written to Kugelmann 
only a few days earlier. He had said. “If you 
look at the last chapter of my Eighteenth 
Brumaire, you will find that 1 declare: the 
next French Revolution will no longer at¬ 
tempt to transfer the burcauctaiic-military 
apparatus from one hand to another, bur to 
smash it, and this is the pre-condition for 
every real people’s revolution on the Conti¬ 
nent”,-'- (emphasis in original). We can see 
that Marx is here advocating the use of force 
even after the political power proper has 
been seized. In other words, he is advocating 
its use during the period of the reorganisa¬ 
tion of the state. 

Force may also have to be used to put 
down the bourgeois elements left over after 
the seizure of power, who may try to impede 
the work of the Commune^ Such elements 
will still exist because the Commune “does 
not (do) away with class struggles” but only 
repre.sents “the organised means of action” 
of the working class; it only begins the pro¬ 
cess leading towards the final emancipation 
of labour. Therefore, the Commune may still 
have to undergo “catastrophes” in the form 
of “sporadic slave-holders’ insurrections, 
which, while for a moment interrupting the 
work of peaceful progress, would only 
accelerate the movement by pulling the 
sword into the hands of the Social Revolu¬ 
tion”^^ (emphasis added). A simitar point 
was made by Engels in his article, ‘On 


Authority’, written during March 1872- 
October 1873, in which he criticised the 
Bakuninists who opposed all authority. Iklk- 
ing of the nature of revolution, Engels says: 
“A revolution is ... the act whereby one part 
of the population imposes its will upon the 
other part by means of rifles, bayonets and 
canon... And if the victorious party does' 
not want lo have fought in vain, it must 
maintain this rule by means of the terror 
which its arms inspire in the reactionaries" 
(emphasis added). Giving the example of the 
Commune, Engels further says: “Would the 
Paris Commune have la.sied a single day if- 
it had not made use of this authority of the 
armed people against the bourgeois?” 
Engels, in fact, accused the Commune (like 
Marx had done before) of not having used 
this force “freely enough”.''* 

tfnc immediate result of the defeat of the 
Commune was that Marx became unwilling 
to support the small and sporadic risings 
that were then taking place in countries like 
Italy. Spain and Russia. These risings, on the 
other hand, had the full backing of the 
anarchists. 

It was under these circumstances that the 
London Conlerence of the I met national 
(September 1871) passed a resolution declar¬ 
ing tts commitment to tiormal polittcal acti- 
vtty as against the Bakuninists who favoured 
only direct revolutionary action Supporting 
the resolution, Marx said, “ , the govern¬ 
ments arc opposed to us- we must answer 
them with all the means that are at our 
disposal We must declaie to the govern¬ 
ments: we will proceed against you 
peaceably where it is possible and by force 
of arms when it may be necessaiy'’ 
Although Marx made this statemenirin order 
to oppose anarchists’ position against ordi¬ 
nary political activity, yet the statement is 
ambivalent and can lend itself to conflicting 
interpretations. We should, therefore, read 
it in the light of what Marx had said in 1852 
about the uses of universal suffrage in 
England There he had hinted that it might 
b: possible for the working class to come 
into power in a peaceful manner using the 
institutions provided by bourgeois demo¬ 
cracy itself, if the circumstances so permit¬ 
ted. He had clearly stated that this possibility 
existed in England. When Marx tells the 
governments, therefore, that “we will pro¬ 
ceed against you peaceably where it is pos¬ 
sible”, we cannot help but infer that the 
possibility of a peucclul change through 
bourgeois institutions is what he had in mind 
here too. We should not toigci, however, that 
he also talked of using “the force of arms 
when it may be necessary”, and this, in our 
view, still remained his general position. 

This is proved by what Engels said in the 
same conference, and in the same context., 
Revolution itself, Engels declared “was a 
supreme political act”, and those who 
wanted revolution “must also want the 
means of achieving it, that is, political 
action, which prepares the ground for 
revolution and provides the workers with 
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revolutionary training without which they 
arc kiire to become titipes , .. the mor¬ 
ning after the battle” bngels still talks, we 
can see, in terms of “battle”, and “revolu¬ 
tion", by which he undoubtedly means a 
violent revolution He views ordinary 
political activity only as means ol training 
the workers for the final revolutionary act. 

PriSMHIlltV (11 I't.AtHUt Chanc.f 

{B| I he first International wa.s dissolved in 
1876, four years alter the Hague Congress. 
Immediately alter the Congress, Marx made 
the following remarks in a speech at 
Amsterdam, on September 8, 1872: 

The woikcrs will someday have to win 
supremacy in order to organise labour along 
new lines 

Uul we have by no means affirmed that 
this goal would be achieved by ideniical 
means. 

We know of the allowances we must make 
for the insiitulioiis, customs and traditions 
of the various countries; and we do not deny 
that there are countries such as America, 
England, and I would add Holland if I knew 
your insiiiuiions better, where the working 
people may achieve their goal by peaceful 
means. If that is true, we must also recognise 
that in most of the continental countries it» 
is force that will have to be the lever of our 
revolutions; and it is force that we shall 
someday have to resort to in order to 
establish the reign of labour.” 

Earlier, in an interview published in the 
American journal Woodhut! and Claflin's 
Weekly, on August 12, 1871, Marx had 
remarked: “In England ... the way is open 
for the working class to develop their 
political power. In a place where they can 
achieve their goal more quickly and more 
securely through peaceful propaganda, in¬ 
surrection would be a folly^’-'* 

Here Marx confirms, in unambiguous 
terms, what he had earlier only hinted at; 
political institutions of the bourgeois society 
may develop differently, at different places, 
depending upon the local, social and 
historical conditions. This variety of con¬ 
ditions may lead on to the achievement of 
political power by the working class through 
divergent ways and means. Peaceful struggle, 
waged through bourgeois political institu¬ 
tions, could be one of these, and may pro¬ 
ve, at times, quicker and more effective than 
a violent struggle. Marx, thus, has not ruled 
out the possibility of a peaceful transforma¬ 
tion of the bourgeois order into a socialistic 
one. 

However, we should note that Marx and 
Engels have not made, so far, a definitive 
statement that the working class will he able 
to conquer political power in a given 
historical situation entirely through peaceful 
means. They seem reluctant to make this 
commitment. What can be the reason for 
this reluctance? A clue may be found in the 
following comments of Marx made in 
September 1878, regarding the Anti- 
Socialist Law in I'.ermany: 


An historical development can remain 
“peaceful” only so long as no forcible 
hindrances are placed in its path by those 
holding power in society at the time ... the 
peaceful movement could become a “violent” 
one on encountering the resistance of those 
interested in the old state of affairs ... In 
fact the government tries to crush by force 
development which is inimical to it although 
legally invulnerable. This is the necessary 
introduction to violent revolutions. It is an 
old story, but it remains eternally new.’* 

In other words, Marx feared that even 
where a peaceful change were possible, the 
ruling classes may resort to force to crush 
even the legal ascent to power by the workers. 
This illegal use of force by the rulers may 
compel the workers to become violent. We 
can see that even though Marx believed in 
the possibility of a peaceful change under 
certain socio-historical conditions, yet he 
thought that this possibility may not always 
be realisable, given the tendency on the part 
of the ruling classes to use all means to pro¬ 
tect their interests. Engels supplemented this 
view of Marx in 1886, in his preface to the 
English edition of Capital. Talking of what 
Marx had said about England, he wrote; 
“He certainly never forgot to add that he 
hardly expected the English ruling classes to 
submit, without a ‘pro-slavery rebellion’, to 
this peaceful and legal revolutions!’^ 

It is clear that Marx and Engels no longer 
retained, by the early I870.S, their earlier 
faith in either the inevitability or the neces¬ 
sity of a violent revolution always and every 
where. They now entertained the possibility 
of a peaceful change under a certain set of 
historical circumstances at certain places. 
But where such circumstances were not 
available, violent .struggle was still the only 
way to conquer power. 

Fragmentation of Working Class 
Movfmfnt 

|C| The demise of the International led to 
a fragmentation of the European working 
class movement. The inevitable result was the 
growth of autonomous workers’ organisa¬ 
tions in different countries. But these 
organisations were far from being full- 
tlcdged parties. Only in Germany did there 
exist a proletarian party, the Eisenach Party. 
The centre of gravity of the workers’ move¬ 
ment, as also the attention of Marx and 
Engels, now shifted to Germany.*' 

On May 25, 1875, the Eisenachers and the 
followers of Ferdinand Lassallc (1825-64) 
came together on the basis of a programme, 
known as the Gotha Programme The party 
that this programme brought into being was 
called the Social Democratic Workers’ 
Party. 

Marx and Engels, who had not been con¬ 
sulted, were enraged with the content of the 
programme, and they lashed out at it in the 
manuscript now known as the Critique of 
the Gotha Programme, written by Marx. 
Criticising the loose unscientific manner in 
which the word “state” had been used in the 


programme Marx observed: “Between 
capitalist and communist society lies the 
period of the revolutionary transformation 
of the one into the other. Corresponding to 
this is also a political transition period in 
which the state can be nothing but the 
revolutionary dictatorship of the pro¬ 
letariat .63 -j-jjg general meaning of the 
phrase “dictatorship of the proletariat” is 
pretty well understood by now. We will here 
quote Engels only to bring out the violent, 
coercive aspect of the term “dictatorship”. 
Writing on the occasion of Marx’s death, in 
1883, Engels said: “... We have always held 
that in order to arrive at ... the ... ends 
of the social revolution of the future, the 
proletarian class will first have to possess 
itself of the organised political force of the 
state and with this aid stamp out the 
resistance of the capitalist class and re¬ 
organise society”** (emphasis added). In 
other words, during its dictatorship the pro¬ 
letariat will use “organised political force of 
the state” to “stamp out” the capitalist class, 
among other things. This is the true meaning 
of the term “dictatorship”. 

We should mark that this is Engels speak¬ 
ing in 1883, when the period of his alleged 
reformism is already supposed to have 
begun. 

Meanwhile, in 1877, Engels published a 
series of articles in Vorvarts, the central 
organ of the Social Democratic Workers’ 
Party, in which he severely criticised the 
theoretical views of Eugen Duhring, a 
Gtrman philosopher and economist, who 
was quite popular with the members of the 
party, especially the young. These articles 
were later published in book form, and are 
popularly known as Anti-Duhring. Speak¬ 
ing of the role of force in revolution, Engels 
pours scorn on Duhring; 

That force, however, plays yet another role 
in history, a revolutionary role: that in the 
words of Marx, it is the midwife of every old 
society which is pregnant with a new one; 
that it is the instrument with the aid of which 
social movement forces its way through and 
shatters the dead fossilised political forms— 
of this there is not a word in Herr Duhring. 
It is only with sighs and groans that he 
admits the possibility that force will perhaps 
be necessary for the overthrow of an 
economic system of exploitation... And this 
in Germany, where a violent collision... 
may, after all, be forced upon the 
people... *’ 

A little more than a year later (December 
1878), Marx expressed similar sentiments in an 
interview to the American newspaper, Chicago 
Ti-ibune. He said, “No socialist need predict 
that there will be bloody revolution in Russia, 
Germany, Austria, and possibly in Italy... 
The deeds of the French Revolution may be 
enacted again in these countries... But these 
revolutions will be made by the majority. No 
revolution can be made by a party, but by a 
nation!’** 

It is obvious that Marx and Engels had 
not abandoned their hope, at this moment, 
of a violent revolution in the continental 


PE-16 


Economic and Political Weekly January 28, 1989 



Europe. However, from Engels' statement it 
looks as though a violent revolution in 
Germany may not be inevitable, whereas 
Marx seems to be sure of it. Marx also intro¬ 
duces a new element here when he says that 
these revolutions will be made by the 
majority, by the nation as a whole, and not 
merely by the party. Although, as we have 
seen all along, Marx and Engels never believ¬ 
ed in a minority revolution, yet it is for the 
first time that they are saying this in 
unambiguous terms. But that even this 
majority revolution is likely to be violent in 
the continental Europe is clear from their 
statements. 

Revolution in Russia 

[D] Marx had always been skeptical about 
a revolution in Russia. In 1877, however, on 
the eve of the Russo- TUrkish war, he 
predicted that the “Eastern Ouestion” would 
“lead to revolution in Russia, whatever the 
outcome of the war”.'"^ During the. war 
itself, he was more specific, and declared that 
“the defeat of the Russians in European 
lUrkcy, will lead directly to a revolution in 
Russia’’.*" But instead of Russia, it was 
lUrkey that was defeated, and the Tsarist 
sys^ stayed. Marx now pinned his hopes on 
the emergence of some revolutionary move¬ 
ment inside Russia. In 1861, Alexander 11 
had freed the serfs, and had allowed some 
political activity in Russia. As a result, 
various populist groups that were active 
there gained strength. These groups believed 
that will played a catalytic role in 
revolution.*’ 

Marx particularly admired the group 
“Norodnaia Volya”, and after the assassina¬ 
tion of Alexander 11, praised the group as 
“brave people with no melodramatic poses, 
straightforward, realistic and heroic”.™ At 
the same time, he condemned such populist 
exiles as George Plekhanov and P Axelrod 
for not believing in “politico-revolutionary 
action”. “In order to make propaganda in 
Russia”, he sarcastically remarked, “these 
gentlemen ... go away to Geneva!”’’ 

Engels too was expecting an immediate 
revolution in Russia. He was so eager to see 
this revolution that he was willing to accept 
it even if it were to be made by a small 
minority. In a letter to Vera Ivanova 
Zasulich, on April 23, 1885, he wrote: 
“.. .the situation in Russia makes me think 
the Russians are approaching their 1789... 
the country is like a charged mine... This 
is one of the exceptional cases where it is 
possible to make a revolution”” (emphasis 
in original). 

That Engels still believed in the possibility 
and the necessity of a violent revolution in 
a given historical situation is obvious 
enough. What may not be so obvious is this: 
Engels is here departuring, for the first time, 
from the stand that revolution can be made 
only by a majority. Marx’s position too, when 
he praised the terrorist group “Narodnaia 
Volya”, cannot be said to be much different. 
We may mention here that we are not inter¬ 


preting these remarks of Marx and Engels 
to mean a terroristic conception of revolu¬ 
tion. Wc are only trying to say that even in 
the 1880s, they were not opposed to the idea 
of the revolution being made by “a handful 
of people” using terroristic methods. That 
they were not averse to the use of such 
methods in revolution we have already seen 
in the previous section. 

Meanwhile, in Germany the Social 
Democratic Party was becoming more and 
more reformist. The emphasis on a peaceful 
rather than a revolutionary attitude was 
slowly getting entrenched. Some leaders, like 
Eduard Bernstein, started putting all their 
tru.st in gaining parliamentary majority, 
whereas some others, such as August Bebel, 
came to believe that capitalism would col¬ 
lapse on its own.” And all this against the 
better judgment of Engels for whom the 
avoidance of violence in Germany, for the 
time being, was much more of a tactic, as 
we shall soon observe. 

But first, we shall quote Engels to show 
his attitude towards revolution in December 
1889. In a letter to Gerson Tbier, on the 18th, 
he writes: “We are agreed on this: that the 
proletariat cannot conquer power. .. 
without violent revolution!”* Later, in the 
same letter, he says: “ .. for me, as a revolu¬ 
tionary, any means which leads to the goal 
is suitable, including both the most violent 
and the most pacific!’” 

We here sec the difference between the 
attitude of Engels and that of the leaders 
of the German Social Democratic Party. 
Whereas they have come to adopt an almost 
rigid stand against the use of violence, 
Engels, maintains a flexibility. At the same 
time, he is arguing that pacifism may not 
necessarily be successful. 

In 1891, Engels criticised the Draft Social 
Democratic Programme of the party. In his 
critique, he attacked the “opportunism” that 
was steadily “gaining ground in a large 
section of the Social Democratic Press”. He 
condemned these elements for believing that 
“present legal order in Germany (wa.s) 
adequate for putting through all party 
demands by peaceful means”, without 
asking themselves whether, in Germany, they 
“ will not have to smash the fetters of the 
still semi-absolutist, and moreover in¬ 
describably confused political order”. He 
made it clear that it was only in democratic 
republics, or in monarchies where the demo¬ 
cratic institutions had become entrenched 
and powerful, that it could be possible to 
bring about communism in a peaceful man¬ 
ner. But in Germany, where it “was not 
permitted to advance even a republican party 
programme openly”, the belief that a com¬ 
munist society could be established “in a 
cosy, peaceful way’’ was “totally 
mistaken”.™ 

In March, 1895, Engels wrote the intro¬ 
duction to a new edition of Marx’s pamphlet. 
The Class Struggles in France. There has 
been a tendency to quote selected sentences 
and passages from this Introduction to prove 


that Engels had totally abandoned his belief 
in violent struggle by 1895. Oiii reading of 
the Introduction reveals thal this is simply 
not true, as we shall see in a little while from 
now. Moreover, it has now been revealed that 
the more militant passages from this Intro 
duction were deleted by the cautious German 
leadership, and thal Engels allowed it to be 
published in this edited form only undei 
protest. “1 am of the opinion”, he had 
written while protesting, “that you gam 
nothing by preaching a complete abstinence 
from violence. No one ‘selievcs it and no 
party in any country goes so far as to give 
up the right to withstand illegality arms in 
hand”’’ (emphasis in original). 

In the Introduction itself, Engels briefly 
reviews the history of the workers' movement 
in Europe after 1848. Speaking of the 
Germany of the posl-I870s, he writes: 
“...here, too, the conditions of the struggle 
had essentially changed Rebellion in the old 
style, street fighting with barricades which 
decided the issue everywhere up to 1848, was 
to a considerable extent obsolete!’ A few 
pages later, Engels writes these often-quoted 
sentences: “The time of surprise attacks, of 
revolutions carried through by small con¬ 
scious minorities at the head of uncoiuscious 
masses, is past. Where it is a question of a 
complete transformation of the social 
organisation, the masses themselves must 
also be in it, must themselves already have 
grasped what is at stake, what they are going 
in for, body and soul!’™ 

Does, in these two quotations, Engels 
anywhere suggest an abandonment of 
violent struggle? In our view, he does not, 
though this is exactly what is often made out 
from these very quotations. In our opinion, 
Engels IS here speaking purely from the 
military point of view. In the first quotation, 
he only says that “rebellion in the old-style”, 
that is, “street fighting with barricades”, had 
become “considerably” ob-.olclc. In other 
words, it is not r,.’o(;llion th -1 has become 
obsolete, but the old si vie of rebellion. And 
even the obsolescence of the old aiyle is not 
total. In the second quotation, Engels says 
that the method of making revolution by- 
small minorities through surprise attacks 
was now outdated Now the masses “them¬ 
selves” must be “in it”, that is, in revolution. 
This becomes more clear when wc read the 
following words of Engels. “Docs that mean 
that in future street-fighting will not play any 
role’ Certainly not. It only means that the 
conditions since 1848 have become far more 
unfavourable for civilian fighters and far 
more favourable for itio military. In future, 
street-fighting can, thciefore, be victorious 
only if this disadvantageous situation is 
compensated by othei (actors. Accordingly, 
it will occur mote seldom in the beginning 
of a great revolution than its farther pro¬ 
gress, and will have to be undertaken with 
greater forces!’™ 

When Engels advocates the use of uni¬ 
versal suffrage, in this same Introduction, 
it IS only to mobilise these “greater forces”. 
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The “immediate tasks” of the party, there¬ 
fore, should be “slow propaganda work and 
parliamentary activity”. “Old tactics must 
be revised”, and “the unprepared launching 
of [the] attack” must be postponed for the 
time being. The “daily increasing shock 
force” must not be “fritterjed] away” in 
“vanguard skirmishes”, but must be kept 
“intact until the decisive day”. If this is not 
done, “the shock force would not be avail¬ 
able at the critical moment", and “the 
decisive combat would be delayed, pro¬ 
tracted and attended by heavier 
sacrifices”."” 

This was the Engels of the 1895. At the 
“height” of his alleged reformism. 

IV 

Conclusion 

[A] We may briefly sum up our findings as 
follows. 

Marx and Engels viewed the use of violent 
or peaceful methods essentially as a matter 
of strategy and tactics to achieve the goal 
of socialist revolution. What methods were 
to be used was to be determined largely by 
the social and historical conditions of a 
given place and time. One set of methods 
may suit a situation better, just as the other 
may prove more suitable in different 
conditions. 

In the early pha.se of their career, Marx 
and Engels believed that the bourgeois 
political institutions were not built, or meant 
to allow the workers the means to acquire 
power and change the system in the desired 
manner. This made the resort to violence by 
them necessary and inevitable. Their sub¬ 
sequent study, observation and experience, 
however, led them to recognise that at some 
places bourgeois democratic institutions 
were so irretrievably advanced and deeply 
entrenched that the proletariat could use 
these very institutions to capture power and 
effect the socialist change. They, therefore, 
started entertaining the possibility of a 
peaceful change in such cases. They never¬ 
theless made it clear that the working class 
should not forego its right to use violent 
methods even at such places because the 
ruling clas.ses could not be expected to give 
up their power, even here, without an armed 
resistance. 

As for the places where the bourgeois 
democratic institutions, customs and tradi¬ 
tions had not taken root, violent struggle 
remained the only way to bring socialism. 
Further, under extremely oppressive con¬ 
ditions, the revolution could take even a 
terroristic turn. 

|Bj How do our Endings compare with those 
of the other interpreters of this particular 
aspect of the Marxian thought? 

We may first note that, to the best of our 
knowledge, systematic and comprehensive 
discussion, focusing exclusively on the 
subject, has not been attempted in the past. 
There are, indeed, some works in which 
comments on the nature of violence in the 
Marxian theory have been made. But these 


comments are either marginal or partial. In 
other words, they either occur in passing 
while dealing with the much larger concept 
of socialist revolution, or they deal with only 
one or the other form of violence, e g, 
terrorism. In either case, the discussion has 
lacked in depth and order. Further, in these 
works the statements of Marx and Engels 
on violence have often been taken out of 
context and woven together to arrive at con¬ 
clusions which had to be, by their very 
nature, only partially correct. Without 
making any definite claim that our inter¬ 
pretation is the only correct one,, we shall 
now make an attempt to juxtapose our posi¬ 
tion with that of some of these commen¬ 
tators with the aim of looking at our 
findings from a different angle. 

Three important interpretations of Marx’s 
and Engels' concept of violence have been 
those by Shlomo Avineri, George Lichtheim, 
and Richard W Miller. We shall consider 
them one by one. 

Shlomo Avineri 

For Avineri’s Marx the use of violence 
would mean that the socio-economic con¬ 
ditions were not yet ripe for change. Such 
a revolution would therefore be “merely 
political”,"* and was bound to fail. “The 
political sphere cannot, according to Marx, 
impose itself on civil society unless civil 
society has already developed within itself 
the elements that make this lour de force 
unnecessary” (emphasis in original). Accor¬ 
ding to Avineri, “This explains Marx’s posi¬ 
tion in 1848. Despite his seeing in the 
political upheavals of this year a chance to 
create the circumstances for a socialist 
revolution, he consistently opposes all 
radical attempts at armed insurrection!’"^ 

Avineri is right insofar as Marx does not 
advocate the use of political-revolutionary 
means without regard to the socio-economic 
conditions. Yet, as we have seen, he does not 
outrightly condemn them either, the impres¬ 
sion that Avineri seeks to project. Marx, in 
fact, accepts that political means have an 
independent role to play, howsoever small 
that role may be. And, this role consists in 
their serving to hasten the progress of 
historical forces in the socio-economic 
sphere. Such was his attitude towards the 
failed revolutions of 1848-49, and again 
towards the Paris Commune. This attitude 
is also reflected in his political activities 
throughout his life. But Avineri seems to 
ignore these facts. 

He in fact ascribes to Marx the absurd 
idea that the automatic development of the 
socio-economic conditions would make a 
political revolution unnecessary. To accept 
this view will imply that the transformation 
of the bourgeois society into a socialist 
society would take place on its own. This, 
according to Avineri, is what Marx means 
by revolution. To quote him: 

In the context of Marx’s thought the 

revolution is never an act of violence using 

physical power... To Marx wielding of power 

as distinct political means admits that 


circumstances (and consciousness as one of 
their components) are yet unripe for change 
Where however, power is not applied 
through a distinct political structure it is 
mostly superfluous, as socio-economic 
development itself has already caught up 
with the trends now being realised through 
the dialectics of internal change The ends 
of social action are thus achieved without 
recourse to the threat of physical power. One 
can summarise Marx's position by saying 
that for Marx physicai power will either fail 
or prove to be superfluous."'* 

This tendency to paint Marx as a total 
determinist runs through the whole argu¬ 
ment of Avineri. To support his thesis, he 
refers to Marx’s argument against the Bian- 
quists in the Communist League."" 
However, while deriving his conclusions 
Avineri forgets to mention three important 
points in this connection: (1) Marx gave this 
argument at a time when the coming period, 
according to him, would not be conducive 
to revolutionary upsurge as Europe was not 
passing, at that time, through an economic 
crisis. Tb attempt an insurrection just then, 
according to him, would therefore have been 
foolish. We can see that Marx is not gainst 
revolution, as Avineri suggests, but against 
making the revolution at that particular 
time. (2) In his argument, Marx is not 
denying the role of will, he is only chiding 
the Blanquists for treating will as a “major 
faaor” in revolution. And (3) Marx is clearly 
saying that the workers may have to wage 
a “civil war” for many years in order to 
“change the circumstances” and to become 
Fit for assuming power. In other words, Marx 
is hinting at the possible necessity of a long- 
drawn-out, violent struggle that the workers 
may have to consciously carry on before 
making the final thrust for capturing power. 
It is clear that Marx’s argument does not 
project him either as a total determinist or 
a non-revolutionary. 

Avineri also refers to Marx’s and Engels’ 
Address of the Central Committee of the 
Communist League, of March 18S0, the tone 
of which he finds “perplexing”. According 
to Avineri, “This Address has been used 
repeatedly to prove Marx’s basically Blan- 
quist attitude at that time Yet such an expla¬ 
nation fails to explain why Marx totally 
altered his views between March and 
September 1850, when he caused the split 
in the League precisely because he opposed 
the Blanquist elements.” Avineri then gives 
his own explanation for Marx’s “altered 
views”. “The Address", he says, “is couched 
in somewhat violent language because any 
other tone would not have evoked a response 
from the defeated remnants of the League 
of Communists in Germany. Marx also had 
to pay lip-service to the Blanquist elements 
still members of (he League!'"" 

Avineri would not have been “perplexed” 
by tone of the Address nor would he have 
given a basically faulty explanation of 
Marx’s “totally” altered views between 
March and September 1850, had he cared 
to go into the details of the respective situa¬ 
tions in which Marx, first, wrote the Address 
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and, later, caused a split in the League. The 
Address, as we have shown earlier, was the 
result of Marx’s and Engels’ belief, in March 
1850, that a fresh revolutionary wave was 
likely to sweep Germany in the immediate 
future. It was written with the aim of 
preparing the workers and the members of 
the League to participate in the upsurge in 
a manner that would serve their interests 
rather than those of the petty-bourgeoisie. 
But the revolution did not come about, 
forcing Marx and Engels to study the situa¬ 
tion again. From the month of June onwards, 
Marx was busy in this study, and by 
September he had reached the conclusion 
that the conditions were not actually ripe for 
revolution. Hence his “altered" tone in 
September 1850 when he opposed the Blan- 
guists’ proposal to attempt an insurrection 
in Germany. If the aim of Marx, in March 
1850, was only to pay “lip-service” to the 
Blanquist elements in the League, as Avineri 
claims, there, is no reason why he should have 
stopped paying this “service” only six 
months later, and that too when it was the 
unity of the l-eague that was at stake. As for 
evoking a “response" from the “defeated 
remnants " of the League in Germany, the 
scheme of Blanquists was even better 
equipped than the Address to accomplish 
this.' 

GEORCiE LICHTHEIM 

Unlike Avineri, l.ichtheim views Marx 
historically, and .separates the pre-1850 Marx 
from the Marx ol the post-1850. The 
pre-1850 Marx, according to him, was a sub¬ 
jectivist and a revolutionary to the core 
whereas the post-1850 Marx gradually 
became a democratic-socialist who aban¬ 
doned his subjectivism to a considerable 
extent. The slide continued after the death 
of Marx, and by 1890s Marxism had 
become, in the figure of Engels, an epitome 
of reformism. 

The Communist Manifesto and the 
Address of March 1850 were the product of 
Marx’s early period. This was the period 
when he was “under the influence of 
Blanqui", and in a “tactical alliance with the 
Blanquist emigrants in London”.This was 
the reason for the “Jacobin-Blanquist”*’ 
tone of the Manifesto and the Address. But 
it did not take Marx long to outgrow these 
influences. 

The hint of the new attitude was already 
visible in his London speech (September 15, 
1850) against the Blanquists.^'* By 1864, he 
had “renounced—at least by implication— 
the entire perspective sketched in the con¬ 
fidential 1850 circular. This new orientation 
was to culminate in the doctrine laid down 
in the Inaugural Address of 1864”.** The 
Inaugural Address, according to Lichtheim, 
was “the Charter of Social Democracy”,*" 
and the Marx of 1864 was “the theorist of 
labour movement... committed to demo¬ 
cratic .socialism”.*' Even the Paris Com¬ 
mune “did not permanently dislodge Marx 
from his mature standpoint"*^ although 
under its influence “Marx temporarily aban¬ 


doned his realistic outlook of 1664 and 
reverted to the utopianism of the Com¬ 
munist Manifesto’’.^^ In the end, according 
to Lichtheim, Marx evolved “a political 
outlook which fitted the requirements of the 
modern age”. If he “never expressly repudia¬ 
ted the ’Jacobin’ model enshrined in the 
Manifesto, he did not in practice allow it to 
hamper him”.** And “By 1890s it had 
become the conviction at any rate of 
Engels—Marx was no longer there—that 
political power resided in the vote, and that 
a duly elected legislature with a socialist 
majority was both an attainable goal and the 
surest guarantee of victory”.*^ 

Marx’s slide towards democratic-socialism, 
says Lichtheim, began with his London 
speech of September 15, 1850. We have 
already seen the circumstances under which 
this speech was delivered—circumstances 
which, like Avineri, Lichtheim chooses to 
overlook. Further, like Avineri. again, he is 
quick to cite this much-citec^ speech, but fails 
to mention those important works of Marx 
and Engels, written during this very period, 
in which they re-emphasised their preference 
for a violent revolution. Such was the tone 
of Marx’s The Class Struggles in France 
(January-November 1850) in which, having 
accounted for the failure of the June 1848 
revolution, he had written: “The new French 
revolution is forced to leave its national soil 
forthwith and conquer the European terrain, 
on which alone the social revolution of the 
nineteenth century can be accomplished... 
only the June defeat has created all the con¬ 
ditions under which France can seize the 
initiative of the European revolution’’** 
(emphasis in original). Such also was the 
tonor of Engels’ Revolution and Counter- 
Revolution in Germany (August 1851- 
September 1852). Talking of the defeat of 
the revolutionary movement in Germany, he 
wrote: “A more signal defeat than that 
undergone by the Continental party... upon 
all points of the line of battle, cannot be 
imagined. But what of that?... If ... we 
have been beaten, we have nothing else to 
do but to begin again from the 
beginning!’*'' 

These, and the statements previously 
quoted from these works, do not show Marx 
and Engels to have given up their belief, at 
this time, in the necessity of a violent strug¬ 
gle in the then Europe. What should be 
accorded more weight: these important 
works of Marx and Engels, or that isolated 
speech by Marx delivered under peculiar 
cTCumstances? Unlike Lichtheim, however, 
we have given due weightage to both and 
drawn our conclusions accordingly. 

Coming to the Inaugural Address, of 
1864, Lichtheim’s fault lies in taking the 
Address at its face-value. He mentions but 
docs not give much importance to the reason 
Marx advanced for the subdued tone of the' 
Address. Marx had explained this reason to 
Engels in a letter from which we have quoted 
earlier. The re-emerging workers’ movement 
was not ready, according to him, for the “old 
boldness of speech”. It was necessary to 


frame the Address, therefore, in a form 
acceptable to the “present standpoint” of the 
working-class movement. Lichtheim inter¬ 
prets this caution of Marx as his abandon¬ 
ment of his previous approach to revolution.’ 
But that Marx had not abandoned that 
approach becomes evident when we look at 
some of his other statements during this 
period. We may mention, as an instance, 
Marx’s statement in the Capital in which he 
refers to force as the “midwife” of every old 
society pregnant with a new one. Lichtheim 
betrays his prejudice by glossing over such 
statements. 

In the context of Faris-Commune, what 
Lichtheim calls Marx’s “temporary rever¬ 
sion” to “the utopianism of the Communist 
Manifesto” was in fact a re-assertion, under 
favourable conditions, of a belief he had 
never really given up namely, that in the 
continental Europe revolution had to come 
through a violent struggle It was only in the 
cases of England and the US that he had 
slowly modified his outlook after 1852, 
although even here he had sounded a warn¬ 
ing, in 1878, against putting too much faith 
in the parliamentary methods of change. 
This warning was re-emphasised by Engels 
1886 in his preface to the English edition of 
the Capital. The kind of “mature stand- 
poim” that Lichtheim attributes to Marx, 
as distinct from his “utopianism” of the 
earlier period, therefore, is practically 
non-existent. 

Finally, Engels’ criticism of Burgen 
Duhring, in 1877, for his failure to recognise 
the “revolutionary role” of force in history: 
his hope, in 1885, of a minority revolution 
in Russia; his condemnation, in 1891, of the 
Social Democrats for believing that in 
Germany communism could be brought “in 
a cosy, peaceful way”, and his assertion, in 
1895, that “you gam nothing by preaching 
a complete abstinence from violence”—all' 
this IS enough evidence to mar Lichtheim’s 
reformist picture of Engels. 

Ric hard W Miller 

A more plausible interpretation of Marx’s 
theory of revolution is that presented by 
Richard W Miller. Regarding the status of 
violence. Miller, in fact, takes a position that 
is very close to our own. Yet, there are dif¬ 
ferences that must be pointed out and 
clarified. 

According to Miller, Marx’s pronounce¬ 
ments about the possibility of peaceful 
change under certain conditions should be 
taken into consideration but not too serious¬ 
ly. The “force” of these pronouncements, to 
quote him, “is blunted by the political con¬ 
text”, for Marx made them “in a period in 
which he was quite concerned to protect the 
members of the International Workingmen’s 
Association from mounting persecution”.** 

Let us see if this is true. 

Firstly, not all pronouncements of this 
nature were made during the period of the 
First International. The first time Marx 
explicitly hinted at the possibility of a 
peaceful transition was in an article written 
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‘ in 1852. Another time he wrote about thif. 
was in a letter to Henry H Hyndman on 
December 8, 1880.'''^ Clearly, Marx could 
not have been concerned, on both these 
occasions, about the safety of the members 
of the Internutioiial 

Secondly, even those statements which 
were made during the existence of the Inter¬ 
national mention only England, from 
amongst the European countries, where a 

- peaceful transformation looked possible. 
This could possibly have protected the 
English members of the International, but 
what about the continental members? Was 
it that Marx was more worried about the 
security ot the members from England 
whereas the persecution was intenscr on the 
continent? 

Thirdly, Mar.s and Engels were Irequently 
advocating, during this very period, the 
workers’ right to come to power through 
violent means. And the platform for this 
advocacy was often the International itself. 
They would have refrained from indulging 
in these exercises had the security of the 
members of the International been their 
prime concern. Miller forgets that it was 
during these very yeais that Marx lauded 
and defended ihc failed Pans Commune 
which had given a demonstration of a 
violent revolution in its more bloodier form. 

Summing up his aigument. Miller says: 
"... the piimary claim m Marx’s mature 
political theory is that organised large scale 
violence is nctessars to end bourgeois 
dominance... .An eicctoial triumph may, 
atypically, precede violeni ilass struggle, but 
it never supplants ii. Surely, it is not seriously 
misleading lo sutnmun.se this position as 
“the necessity of resolution .V"*' 

We have seen, during the course of this 
paper, that by early 1870s Marx and Engels 
no longer retained ihcir faith in the necessity 
and inevitability ol a violeni revolution. 
They had now come to believe that the 
nature and the lorm ol the revolution will 
be determined by the particular set of 
circumstances prevailing at a given historical 
juncture. Accordingly, the levolution could 
be either violent or peaceful. It is diffieult 
to agree with Miller, therefoie. that the 
’’primary" claim in Marx’s “mature” 
political theory was that violence was 
“necessary” to end bourgeois rule, Millet 
presents Marx’s argument in a way that 
makes it look as it Marx emphasised the 
primacyof violence even though he admitted 
the possibility ol a peaceful change. As a 
mattei of fact, however, Marx does not talk 
in terms of the ’primary’ and the ’secondary’ 
while referimg to violent and peaceful 
means, respectively According to him, 
violence will be necessary only at those 
places where the means for effecting 
peaceful transition do not exist, or they do 
exist but are made inaccessible by the ruling 
classes when the transition looks possible. 
Marx nowhere specifically says that the 
ruling -classes will take this action, an 
implication inherent in Miller’s argument. 

Citing the example of Allcndc’s Chile, 
Miller pontificates: “It is one thing for a 
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movement with a programme threatening 
dominant social groups to win an election. 
It is another thing for it to change society... 
A workers’ movement whose practice is con¬ 
fined to electoral agitation will hardly be 
able to put down a “pro-slavery rebellion", 
with the bulk of material and professional 
military expertise on the other side."'*'' All 
this may be true—and Chile's example shows 
that it can turn out to be true—but this is 
Miller’s position, and not that of Marx. 
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Relations of Production in Handloom 
Weaving in the Mid-1930s 

Tirthankar Roy 

Descriptions of the handloom industry in the thirties contain the suggestion that rather than a passive decay, 
competition with machine-made cloth induced adaptations. The main components of this process were, 
diversification into higher valued products and differentiation of weavers, leading to more complex forms of work 
organisation. The rapid growth of handloom factories and small-scale powerlooms bears witness to this. The paper 
attempts a survey of the second of these components, relational changes. The process in its most general form 
involved reduction of ‘independent ’ weavers to ‘dependence’, that is, a progressive erosion of the right of possession 
over the final product. Two basic forms of dependence can be distinguished: contract for sale products tied to 
a particular merchant and contract for sale of labour. At the other end, there emerged a group of large producers, 
usually with interests in cloth trade. Pure commercial capital was thus becoming differentiated and weaker as 
a class. Regional differences in the strength and direction of the basic movement were considerable. The industry 
in the south, including Bombay-Deccan and Hyderabad, proved more progressive with greater stratification among 
producers while in the east and the north, merchants remained entrenched, collaborating or competing with large 
producers. The paper locates the preconditions for this divergence in the antecedent structures of handloom weaving 
in these regions. 


I HH co-existcnce of modern and traditional 
technologies in Indian textiles has proved 
stable historically. What characteristics has 
the traditional sector’s growth process 
assumed under these conditions? Has the 
co-<wistence been secured through passive 
survival or dynamic adjustments? If the lat¬ 
ter then what constituted these adjustments? 
These are some of the questions that form 
a background to the present study on pro¬ 
duction relations in handloom weaving. 

In current historiography, the problem of 
long-term evolution of crafts tends to be pos¬ 
ed in terms of decay and survival. The ques¬ 
tion asked is, what prevented their elimina¬ 
tion rather than what determined their 
growth. This practice not only renders detail¬ 
ed analyses of the growth process and con¬ 
ditions for growth unnecessary but leads to 
conjectures about the latter. For instance, 
theories which predict deindustrialisation 
allow for a very static conception of produc¬ 
tion relations in crafts—typically, .simple 
commodity producers surviving by self- 
exploitation. On the contrary, historical 
sources pertaining to the early twentieth cen¬ 
tury suggest the presence of accumulation 
and growth within the crafts. In other words, 
survival was achieved not statistically 
through a fossilisation of the system but by 
precisely its opposite.' 

Quantitative descriptions of the industry 
reflect this dynamism. Thus cotton yarn con¬ 
sumed in the handlooms as a whole expand¬ 
ed more rhan three times between 19(K) and 
1939. Contrast this with a 40 per cent decline 
in cloth production in the third quarter of 
the nineteenth century according to the best 
estimates available.’ Much of the twentieth 
century statistics is too aggregative and hard¬ 
ly do justice to the complexity and segmen¬ 
tation within handloom weaving. When 
suitably readjusted the data reveals that 
growth was in fact achieved not by way of 
import substitution, as a straight reading 
would suggest, but through continu 


diversification into high value added, 
technologically complex products—for in¬ 
stance, from plain cotton fabrics to silks, 
mi.sed and synthetic fabrics (Table I). In the 
process market-shares, in physical terms, of 
the entire unorganised sector (handlooms 
and small powcilooms) were maintained 
and, in value, marginally increased after the 
mid-tliirties. _ 

Buchanan and Gadgil, the early 
chroniclers of industrialisation, sensed that 
indu.strialisation in capitalist enterprises had 
come to include the handicrafts rather than 
taking place at their expense. Yet in their 
writings and in those of the contemporary 
crafts experts there remained a gap betw'een 
the level of empirical analysis, static descrip¬ 
tion of forms of relationships, and the 
generalisation implied, a process wherein all 
such forms were transiiional. Consequently 
while the generalisation was far too general 
to be seriously followed, the particular was 
reduced to a catalogue, similarities and con¬ 
trasts between the elements of which remain¬ 
ed arbitrary in the absence of a conceptual 
framework.' 

This study attempts to reinterpret the facts 
as descriptions of a transition and explores 
the transition in its general aspects. It begins 
by outlining the basic movement, reduction 
of ‘independent’ weavers to ’dependence’ 
and clarifying what the terms meant. Forms 
of dependence varied and so did the nature 
of the capitalist associated. These differences 
which moreover had a systematic regional 
component, are then developed in the three 
sections that constitute the rest of the paper. 

THt GENtRAt. Tendency and 

Tf RMINOt.fXiICAl QUESTIONS 

References to a material and moral decay 
in the textile handicrafts were as frequent at 
the end of the nineteenth century as in the 
earlier decades. The famines of the last 
quarter proved the weavers the most 


vulnerable of the rural classes. They were the 
first to be reduced to starvation because they 
had no store ol grain and as soon as grain 
became dear, demand for their cloth ceas¬ 
ed. ’Most of them are unfit for the heavy 
labour of the ordinary relief works.’ Town 
weavers reacted politically. Behind the food 
riots that broke out in Nagpur on the eve 
of the 1896 famine, weavers were ‘prominent 
among the ringleaders’. Where decay was 
gradual and resistance did not find an im¬ 
mediate object, protest turned back on socie¬ 
ty. Thus, the Bankura silk rearers in the 1910s 
were referred to, in official records, as 
criminal tribes. 

In the twentieth century, political 
resistance was replaced by a state of resigna¬ 
tion For the official engaged m upliftment, 
this mood was translated into ‘stupidity and 
ignorance’, for any arbitrary intervention 
aroused only suspicion and incredulity 
among the craftsmen. 

The series of reports produced in the thir¬ 
ties made it sufficiently clear that the con¬ 
crete economic process reflected in all this 
was not an all-embracing decline, as the na¬ 
tionalist writers interpreted them to be, but 
a diflerentiation. A distinction came to be 
made between the ‘rank and file’, the ‘waifs 
and strays of the community' and the large 
producer for whom the former represented 
a proletariat. The ordinary weaver, ‘wherever 
he survives today is eking out a miserable 
subsistence by working as a mere wage- 
earner in the numerous handloom factories 
and powerloom mills’. In the mid-thirties, 
to which this statement refers, factory 
workers were numerically a minority. But 
.-ven those outside the factories, i e, those 
,iot yet dispossessed of their looms, were be¬ 
ing delivered of the right of possession over 
lutput and effective control of the labour 
process—'relieved of the responsibility’, as 
the Thriff Board put it. 

In contemporary terminology, this 
represented a reduction of ‘independent’ 
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weavers to various forms and degrees of 
‘dependence’. The precise characteristics to 
which these terms referred were not 
necessarily identical nor always specified. In 
spite of this inexactitude, the underlying 
distinction was real and easily grasped. In¬ 
dependence was defined as right of posses¬ 
sion over finished goods, a right actually ex¬ 
ercised through sale to consumers direct or 
to the merchant who bid highest. Sale was 
necessarily not tied to a particular buyer. 
Typically an independent weaver would be 
a travelling salesman, a hawker, selling at the 
weekly village market, or, as with rural crafts 
engaged in making agricultural implements, 
working to orders from users. Dependence, 
by contrast, implied tied sale, an arrange¬ 
ment with one particular buyer, usually a 
merchant employing many producers. While 
this definition suggests that the movement 
was one confined to the sphere of circula¬ 
tion, it is in the distinction between various 
forms and shades of dependence that 
decisive differences in relations of produc¬ 
tion become apparent. 

The general tendency could progress 
towards a system of contracts for sale of pro¬ 
ducts or contracts for sale of labour-power. 
Thus, a dependent weaver may or may not 
retain the right to sell to other parties if not 
satisfied with the terms. In the former case, 
he is a seller of cloth, in the second, a seller 
of labour. He bargains over price in one 
situation and over wage in the other. He may 
himself decide on technology and product 
composition or leave the decisions to the 
merchant in which case the merchant can 
become producer. A seller of labour, more 
over, may work on his own loom or on the 
looms of others. Typical instances of the lat¬ 
ter are handloom factories and leasing in of 
looms. 

Where the vyeaver works on others’ looms 
he is obviously a wage worker. But the 
distinction between price-contractual 
dependence and wage-employment gets 
blurred in the typical ’putting out’ system 
where the weaver remains in possession of 
the loom, but enters into contract with a 
single capitalist. Crafts history often treats 
this form of contract as homogeneous and 
undifferentiated and merely emphasises its 
distinctiveness vts-tr-vu full-fledged factory 
work. In the present case, however, the 
outward form could be consistent with com¬ 
pletely dissimilar relations between capital 
and labour, dissimilar kinds of capital and, 
therefore, potentialities to progress in dif¬ 
ferent directions. The person who organised 
the transaction could be a merchant buying 
cloth, a yarn-merchant or moneylender 
receiving cloth in repayment of past debts 
or a large producer employing wage-workers. 
The decisive difference was not between put¬ 
ting out and factory. Full-fledged capitalist 
relations could appear within putting out. 
These deeper distinctions between different 
sorts of putting out become apparent when 
the secondary characteristics of the transac¬ 
tion concerned are analysed. 


For instance, buying of yarn was 
characterised by the presence of debts to the 
yarn merchant or, where purchased in cash 
with borrowed money, to the money lender. 
Indebtedness in wage-employment typically 
involved consumption debts serving to en¬ 
sure bonded labour. Its duration was usually 
perpetual. Buying was also characterised by 
bargaining on price which took place afresh 
with each round of supply. Similar price- 
negotiations and terminable contracts 
distinguished cloth transactions of price- 
contract weavers. Wages on the other hand, 
though not stable over a long run, were not 
necessarily revised between rounds of 
advance. 

Broadly speaking, handloom weaving in 
Bombay-Deccan, Hyderabad and the deep 
south was witness to a greater extension of 
intra-producer differentiation. In all three 
regions, producers formed a powerful class 
and many of the emergent systems of work 
were really results of large producers par¬ 
ticipating in trade. Combined with immigra¬ 
tion of a dispossessed workforce in Deccan 
and Hyderabad, conditions there were more 
favourable for development of wage- 
contracts leading to full-fledged handloom 
factories. In Bengal and the east coast, in 
contrast, a prior penetration of commercial 
capital and emergence of comprador classes 
had made the merchant-producer difference 
fundamental. Pre-existing differentiations 
within the producer class were undermined. 
Cases of collapse of weaver aristocracy were 
reported from Bengal until the thirties as 
finance and trading capital continued to 
consolidate itself as a class. Alongside these 
pure forms there were numerous variants in 
existence. In northern India, especially in 
Punjab, money lending and merchant capital 
was powerful and closely integrated together 
until the mid-twenties when its hold on pro¬ 
duction was loosened to some extent, ap¬ 
parently owing to enforcement of legisla¬ 
tions restricting usury and employment of 
usurious income. Parallelly large producers 
had also survived, either independently as 
competitors or in colRtboration with mer¬ 
chants as sub-contractors or ‘karkhanadars*. 


In the sub-contract system the two pure 
forms converged. 

The contrasting tendencies in relations of 
production can be understood in the con¬ 
text of broader regional distinctions. 
Dispersed location, predominantly rural 
character, greater incidence of part-time 
weaving, of coarser, plainer weaving—this 
interrelated complex of characteristics 
distinguished the north and the east from 
the southern handlooms, more urbanised 
and more skill-intensive. The small-scale and 
low skill-content of village weaving restricted 
concentration of capital in production. The 
merchant, on the other hand, combined 
trades and interlocked branches. His non- 
specialised character made him less sensitive 
to conditions within weaving. The regional 
contrast becomes sharper when relative 
growth differences are included. Between 
1921 and 1940 loomage showed a downward 
trend in the east while it was rising in 
Bombay and Madras, significantly in the 
latter. The other major provinces show no 
definite trend. FFC data suggest that percen¬ 
tage of idle looms was also higher in the east. 

The context in which independent weavers 
were getting reduced to dependence was that 
of a slowly growing and sharply fluctuating 
market for cotton cloth. Competition from 
mill cloth was intensified in the thirties after 
tariff restrictions enabled the mills to diver¬ 
sify into finer spinning and weaving. Com¬ 
petition, however, did not eliminate options 
for the handlooms. For, the scope of product 
differentiation between mill and handloom 
cloths was considerable. Preference-rigidities 
ensured that a large segment of the market 
remained beyond the reach of the mills. 
Specifically, diversification into the more ex¬ 
pensive non-cotton fabrics could be a suc¬ 
cessful way out but there were strong bar¬ 
riers to entry, especially for the rank and file: 

The uncertainties found expression in the 
numerous extra charges, commissions and 
discounts, which the professional merchant 
demanded when approached to undertake 
sale of cloth on behalf of the independent 
weaver. The speculative nature of sale was 
reflected in the frequent allegation of 


Table 1; Market Shares in Textiles in the Mid-Thirties 


Quantity (in Million Years) Value (in Million Rs) 




Hand¬ 

looms 

Power- 

looms 

Others 

Hand¬ 

looms 

Power- 

looms 

Others 

1931-32 

Cotton 

154.8 

••1 


42.3 

•1 



Non-cotton 

42.0 

•• r 

395.8 

20.9 


67.3 


Total shares 

(33.2) 

(-)J 

(66.8) 

(48.4) 

(-)J 

(51.6) 

1937-38 

Cotton 

138.4 


436.7 

41.5 


72.2 



(24.1) 

(-) 

(75.9) 

(36.5) 

(-) 

(63.5) 


Non-cotton 

64.9 

12.8 

12.0 

38.0 

8.7 

3.5 



(72.4) 

(14.3) 

(13.3) 

(75.7) 

(17.4) 

( 6.9) 


Tbtal shares 

(30.7) 

( 1.9) 

(67.4) 

(48.6) 

( 5.3) 

(46.1) 


Notes: Quantity and value of non-cotton fabrics estimated on the basis of data compiled by 
the various Thriff Board enquiries on cotton and silk. Figures in brackets represent percen¬ 
tages of total quantity or value of each type of fabric. ‘Non-cotton’ includes silk and 
silk-substitutes (synthetics, wild silks, .spun, etc), mixed and handspun cotton fabrics 
‘Others’ includes cotton mills and imports. 
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cheating on price. Along with the ability to 
bear such non-contractual obligations, 
creditworthiness represented barriers to in¬ 
dependence. The weaver who wished to sell 
to the highest bidder mu.st wait and must 
persuade his moneylender or yarn-dealer to 
wait for repayment of debts. The mere 
possession of a loom was' not enough 
because the loom had little redeemable 
value. Only the owner ol a number of looms 
or one otherwise propertied could afford to 
remain independent. 

But while the vast majority was thus ex¬ 
cluded from freedom of sale by market- 
uncertainties, those who managed to diver¬ 
sify and survive were doubly better off: earn¬ 
ing a higher unit rate of profit and .sharing 
a market with fewer competitors. They could 
expand their scale of operations and con¬ 
duct contractual rather than speculative 
transactions Competition with machine- 
made cloth thus did not simply deindustria¬ 
lise. but intensilied the differences among 
craltsmen. 

The ordinary weaver preferred contractual 
arrangements for the security of employ¬ 
ment, and hence a certain stability in earn¬ 
ings, It entailed. Besides the prospects of get¬ 
ting continuous work, contract-work and 
esjwciallv wage-employment eliminated 
bargatning and deferment ol payments as 
could happeti to an independent weaver. 
Preference for permanent contract also 
reflected other circumstances contributing 
toinsccuiity The presence oI marginalised, 
Itinerant, pait-time, non-hcreditary and im¬ 
migrant weavers was an invariable feature of 
the factory centres and posed a threat to 
settled, specialised weavers. Bombay- 
Deccan, Amritsar, Salem—major concentra- 
ttons of hand loom factories—were never 
short of a lescrve army. A large proportion 
of the karkhana workers consisted of recent 
settlers and a population still highly mobile. 

The market excluded not merely by means 
of uncertainties and high costs of risk¬ 
bearing but also by creating new economies 
of scale. This happened as the handloom 
market came to be regionally integrated in 
this period, a concern prominent in FFC, 
and intra-handloom competition in selected 
products intensified. At the same time need 
for interventions in technology was reinforc¬ 
ed by a deterioration in quality of work, 
especially m decorated cloth, to which crafts- 
researchers at the turn of the century fre¬ 
quently referred.'* Some of the product-lines 
to come under large-scale production, such 
as mixed fabrics of Deccan and Hyderabad, 
were in fact decorated cloths having a mass 
demand. 

An early estimate of composition of 
weavers is available from Bombay. The 1921 
census identiFied a class of workers in cotton 
who could not be definitely specified either 
as mill or ‘home’ workers and presumably 
consisted of hired workers in large house¬ 
holds and small karkhanas. Together with 
workers in registered handloom factories 
they constituted about 17 per cent of all 
handloom weavers. This was the approxi¬ 


mate size of the karkhana sector in hand- 
looms. 

Detailed information on status are 
available somewhat later from FFC who 
conducted a census. No details however were 
supplied as to how the definitions were 
operationalised. As other similar attempts 
revealed such measurements were inevitably 
fraught with ambiguities. The FFC data 
nevertheless suggest a certain pattern in the 
regional differences. 

Table 2 shows that pure wage employment 
had progressed much more in the south. No 
direct estimates were supplied for Bengal by 
FFC. But descriptive accounts suggest that 
handloom karkhanas did not as yet exist in 
Bengal while an uncertain, but small, 
percentage was co-operativised. In Table 2, 
TEC’s estimates for the early fifties have 
been readjusted to gel a rough idea of the 
proportion in 1940 A decade and a half 
later, handloom factories employed 4 per 
cent of the weavers and co-operatives 8 per 
cent. Factories, therefore, were a late 
development in the east. For Madras, com¬ 
parable proportions exist for 1951-54 which 
suggest a doubling of the percentage work¬ 
ing in the factories, from 8 to 16, while the 
percentage under co-operatives had increas¬ 
ed from 4 to 14. Where the co-operative was 
a marketing agency, the inducement for col¬ 
lectivisation was much the same as in the 
case of weavers driven to karkhana work or 
contracts under the master-weaver. The co¬ 
operative weavers were ’in fact wage earn¬ 
ing weavers with employment guaranteed to 
them by the societies’. For Bombay, the 
percentages stabilised after the late-thirties 
although shifts between handloom and 
powerloom factories occurred. For Punjab, 
the percentage of handloom factory workers 
is not available for the early fifties, but the 
proportion of powerloom workers had in¬ 
creased from negligible to 16 per cent of full¬ 
time weavers.’ 

Forms or Dependence and 

CHARACTERISTIC'S OF THE PROLETARIAT 

This section assembles the evidence on the 
nature of stratification among ordinary 
weavers, tending towards wage-contract in 
the south. The southern evidence suggests, 
moreover, that proletarianisation assimilated 
and utilised parallel tendencies of social 
marginalisation of ordinary weavers. The 


reserve army was constituted of distinct 
social groups. This fact may well explain its 
formation as a class in the southern region 
at first. 

Descriptions of western Indian towns 
where in the mid-thirties handloom factories 
were a common sight, distinguished two 
parallel hierarchies. Loomowning weavers 
working on contract under cloth merchants 
or themselves buying yarn and selling cloth 
were contrasted with those dispossessed of 
looms and, ‘though hereditary weavers, were 
entirely dependent both for their looms and 
work on other more fortunate weavers who 
employ them in their own factories’. The 
former included the master-weavers and 
large producers who both received orders 
from cloth merchants for themselves and 
also sub-contracted it to the loomless 
weavers. For such work the latter were paid 
a wage less than the merchant’s piece rates, 
the difference being accounted for as ‘rental’ 
on the looms supplied by the master-weaver. 

If the master-weavers are excluded, the 
small-scale buyers and sellers were surviv¬ 
ing precariously. Uncertainty of employment 
was great. Towards the close of the thirties 
they were in a minority, forming about a 
third of the population of weavers and were 
rarely found in the large urban centres where 
wage-employment was more common.* 

The most intensively surveyed instance of 
direct wage employment is the Sholapur in¬ 
dustry on which the two monographs by 
Joshi (survey period I932-.13) and Kakade 
(1938-39 to 1940) remain classic sources. In 
Sholapur, as elsewhere, putting out and 
karkhanas co-existed, but large producers 
dominated both. Combination of direct pro¬ 
duction and contract work probably depend¬ 
ed on a specific rationale, which remains 
unclear, but might equally have been dic¬ 
tated by the co-existence of loomless and 
loomowning weavers, both available on hire. 
Price contracts usuallv entailed prior 
specification of price and/or quality and im¬ 
plied production debts. Loans were taken by 
independent as well as dependent weavers, 
the difference being, in the latter case, debts 
regulated the contract itself by ensuring tied 
sale while, in the former, debts were not 
linked to cloth sale. 

What induced weavers to contractual rela¬ 
tions, in addition to the basic marketing con- 
straint.s, was concentration of trading capital 


Tabit 2: Status Ol Handloom Wlavfrs bv Provincf, 1940 

fPen enlages, no in "000) 



Indepen¬ 

dent 

On 

Contract 

Karkhana 

Workers 

Co-opera- 

tivised 

No 

Total 

Per Cent 

Bombay 

21 

24 

54 

1 

117.1 

100.0 

Deccan stales 

15 

70 

7 


12.9 

100.0 

Madras 

28 

60 

8 

4 

427.7 

100.0 

TVavancore 

47 

21 

32 


19.0 

100.0 

Hyderabad 

26 

32 

40 

2 

109.0 

100.0 

Punjab 

58 

39 

2 

1 

355.9 

100.0 

Bengal 

36 

64 



202.0 

100.0 

Bihar 

98 

2 



102.0 

100.0 

Orissa 

20 

79 



50.0 

100.0 
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as a whole. Thus, yarn-dealers in Sholapur, 
who formed a distinct group, discriminated 
against smaller producers by charging retail 
prices on credit-salc. The prices, in fact, 
could be entirely flexible according to 
e.stimation of the customer’s financial 
soundness. So could the quality of yarn. 

The class of contract weavers was not 
uniformly constituted. Asamis Sangh the 
union of contract workers included some in¬ 
dependent weavers and took an ambiguous 
stand with respect to the wage workers in the 
industry.’ But the main grievance of the 
Sangh was directed at the flexibility still sur¬ 
rounding sale of products, however rigidly 
contracted. Contract sales were still sub¬ 
jected to arbitrary discounts and commis¬ 
sions, to sudden changes in orders, termina¬ 
tion of contract and violation of the con¬ 
tract by unscheduled price-revisions. 

Direct wage-workers in the karkhanas 
were equally heterogeneous. Roughly two 
broad groups can be identified which cor¬ 
responded to large households with .1-8 
looms and kaikhanas with 20 looms or more 
and entirely working on hired labour. 

Workers in households were local inhabit¬ 
ants, ‘have homely surroundings of their 
own classes and castes. . and have larger 
amount of freedom than the factory wage- 
earner. . . Though they are inferior in posi¬ 
tion, they freely mix with their masters! 
Workers in the Sholapur factories were 
‘wholly different... and more miserable’. 
A large number were immigrants from 
Telengana where real wages were higher but 
employment insecure, hence earnings unsta¬ 
ble. On coming to Sholapur they entered into 
an ‘agreement’ with a karkhanadar. The 
agreement provided for living quarters (real¬ 
ly 8 ft by 4 ft space per family, by courtesy 
called ‘rooms'), work for women and trien¬ 
nial visits home. Against these privileges, 
piece rates were much lower than labourers 
in households and could be arbitrarily revis¬ 
ed. and working hours longer. While pro¬ 
duction debts ceased with wage-employ¬ 
ment, consumption debts did not necessarily 
disappear. On the contrary such debts, 
usually to the karkhanadar himself, could 
be a condition of bondage and an excuse for 
arbitrary wage cuts. In certain cases the 
worker could go home only by leaving his 
family behind as hostage. 

In the next decade or so, the karkhana 
workers increasingly resembled a class. Fre¬ 
quency of homeward journeys decreased and 
more immigrant weavers were permanently 
settling down in sholapur. The Handloom 
Workers’ Union had been formed and 
managed to enforce two relatively minor 
provisions of the Factories Act, regarding 
hours of work and weekly holiday, despite 
a ‘big hue and cry raised by local karkha- 
nadars’. There was no improvement, however, 
in living conditions and wage-bargaining was 
yet unknown, as evident from reports of in- 
discrim^inate wage-cuts, sometimes in the 
form of fines for bad workmanship. 

Stratification in the Ihmil Nadu towns in 
the mid-thirties closely resembled the above 


pattern. Venkatraman lists five systems of 
production: independent weavers, ‘commis¬ 
sion agency’, cottage workshop, handloom 
factory and co-operative. Barring the last, 
which was negligible anyway, the others are 
reducible to the standard two-fold classifica¬ 
tion. For the second involved dependence of 
the price-contract form (called commission 
agency because the direct employer was often 
an undercontractor himselO and the third 
and fourth, of course, pure wage-employ¬ 
ment. The difference between workshops 
and factories was that the former contained 
many large households. 

The independent weaver ‘comes first in 
historical sequence, and is fast disappear¬ 
ing’. For the next several decades the alleg¬ 
ed disappearance of the independent weaver 
would form a focal point of almost any 
discussion on industry-structure in Madras, 
which suggests that the process went through 
many reverses." As elsewhere independence 
of sale obtained mainly in smaller and rural 
and its centres disappearance, by implica¬ 
tion. reflected urbanisation of weaving. In¬ 
dependence was also identified with use of 
family labour and with absence or low level 
of indebtedness which made effective the 
weaver’s freedom of sale. Presence of debts, 
however, distinguished dependent weavers on 
price-contract from pure wage-workers, 
which implies that the debt curve had an in¬ 
verted U-shape as dependence progressed, 
both in degree and quality, from freedom of 
sale to tied sale of products to sale of 
labour.'' 

But ‘running into debts’ was an ever¬ 
present threat, especially as ‘the fluctuations 
in the prices of yarn and cloth are too great 
for [the weaver’s] slender means’. Such fluc¬ 
tuations encouraged contractual sales and 
involved weavers whose dependence was 
secured through debts to the financier-cum- 
merchant. Although piece rates were some¬ 
times pre-fixed, the system nevertheless in¬ 
volved sale of products and not hiring of 
labour as tied sale did not entail continuity 
of employment. Except in special fields, 
chiefly the export trade in handkerchiefs, 
lungis and kailies, and in certain parts of 
Salem and Coimbatore district, price- 
contract was not very common. 

While debts could at the most be an in¬ 
strument, the real reason for reduction of 
independent weavers to various forms of 
dependence was a reorganisation of trade on 
a larger scale with increasingly stiff entry- 
barriers. A late-fifties report on Kanchi- 
puram silk clarified the nature of these bar¬ 
riers. IVade was controlled by master weavers 
who had access to crucial information while 
the independent weaver’s inability to employ 
professional designers reinforced his 
remoteness to the retail market. Smaller size 
of stock ensured further erosion of market 
shares when conditions improved. Those on 
the margin were faced with the option of 
wage work under master-weaver or joining 
a co-operative. The former was more usual 
because of liberal credit facilities available 
with the master-weavers and past com¬ 


mitments to them. In deciding for the. 
master-weaver similar commitments to the 
co-operatives were often disregarded. 

The workshops, ‘a more humane system’, 
were expanding in the thirties. The workers 
were paid fixed piece rates irrespective of the 
final price realised in the market, the risk 
thus shifting to the capitalist. Also payments 
were never deferred and no haggling took 
place. Notwithstanding these advantages, 
hereditary weavers probably retained the 
apathy for factory work for which they were 
earlier known. 

Who, then, were the workers in the cottage 
workshops and factories, also referred as 
hired workers, coolies and, somewhat am¬ 
biguously, as ‘assistants’? As in the Bombay 
centres, they represented a genuine pro¬ 
letariat of loomless weavers dependent on 
‘the owners of handlooms’ for their own 
livelihood. In return they were paid piece 
rates lower than what the price contract 
weaver working on his own loom received. 
The difference was a ‘rental’. Cooly weavers 
were ubiquitous. Grinding poverty and 
absence of a proper dwelling place drove 
them to migrate. Such migrations rarely 
threatened the settled weavers of the place 
receiving workers, contrary to what the text¬ 
book story suggests. For such weavers were 
already arranged in a fairly stable hierarchy 
which was even reinforced by the availability 
of ‘labourers’. 

This leads us to an aspect largely un¬ 
studied, interactions between pre-existing 
hierarchy and economic processes. Venkat¬ 
raman found that the workers in most of the 
cotton handloom factories belonged to the 
non-weaver castes: Panchamas and Muslims 
in the Ttunil districts and Balijas and Malas 
in the Telugu country. On this aspiect later 
reports suggest continuity. In Kanchipuram 
silk, immigration of coolies was confined to 
the Vanniyars, Yadavas, Naidus and Nadars. 
Some of these—Panchamas, Malas, Nadars, 
Yadavas—were also of inferior status social¬ 
ly. Conversely, it appears that members of 
the upper-tier weaving castes, even if reduc¬ 
ed to dependence, were protected from sell¬ 
ing labour. For price-contract usually involv¬ 
ed the erstwhile independent weavers, who 
belonged to the weaver castes.'® The dif¬ 
ference was obviously in ownership of 
looms. But the differential and frequently 
marginal social status of the labourers sug¬ 
gests that an element of right to own looms 
might have reinforced the difference. 

Although caste does seem to interfere in 
the economic process it would be sweeping 
to conclude from the above anything about 
the nature of this interference. Later research 
suggests that while in the genesis of indus¬ 
trial co-operatives, caste affilitations wera in¬ 
deed significant, such affiliations did not 
necessarily diffuse intra-caste differentiation 
in the long run." Nevertheless, strictly with 
reference to the mid-thirties, intervention of 
status may explain the simultaneous expan¬ 
sion in Madras of democratic co-operation 
(intra-caste) and capitalist co-operation 
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(inter-caste). Caste, in other words, attemp¬ 
ted to diffuse differentiation whenever it 
threatened the community—positively by 
propagating co-operatives, negatively by op¬ 
posing the master weaver or technological 
options such as the powerlooms—and rein¬ 
forced differentiation by lending it the 
establish^ rules of dominance. 

While wage-employment was more or less 
the common instance in the southern cen¬ 
tres, a peculiar variant of it came into 
existence in the towns of Rayalaseema. 
Especially in carpet and silk weaving of 
Adoni, ordinary weavers worked on wages 
either in their own house or in a large 
household. The large households, in turn, 
were sub-contractors under yarn-cum-dye 
merchants who were non-producers by back¬ 
ground, many of them Marwaris settled in 
the recent past. This 3-tier system of vertical 
dependence, called ‘mungani’ locally, con¬ 
trasts with the towns of Deccan or Tamil 
Nadu where large producers formed a 
distinct class and competed with non¬ 
producing merchants. The mungani system, 
the best known instance of multi-tier con¬ 
tracts according to FFC, was secured by 
large-scale indebtedness. Southern Andhra, 
in fact, is the only region in the south where 
perpetual debts appear to be a major com¬ 
ponent of exchange and production rela¬ 
tions. The large producers’ debts to the 
merchant ensured steady supply of goods 
whereas the hired worker’s debts to the large 
producer ensured bonded labour; in the 
event of death, the weaver’s son continued 
to fulfil the ‘contract’. ‘In Pattikonda’, FFC 
wrote, ‘the weavers... had mortgaged their 
own lands and houses to the sowcar weavers’. 
The system implied an intensity of exploita¬ 
tion extending to physical oppression, quite 
without parallel in the other handloom 
towns of the south. 

This aspect of mungani might have been 
a later development. At any rate, the twen¬ 
ties were a period of widespread reaction. 
Ranga found the weavers ‘very mobile, im¬ 
patient of any control, devoid of all sense 
of honour... very untrustworthy’, etc. The 
most typical response was migration. No 
details are available on the direction of this 
movement. Assam plantations are mention¬ 
ed. But it is also likely that a part of the out¬ 
ward movement was directed to the southern 
Deccan towns which had been receiving, 
sporadically since the 1870s famine, coolies 
from Madras. The local merchants, in many 
cases, reverted back from mungani to simple 
piece-work, by-passing the large producers. 
In other ‘reformed’ systems, such as what 
came to be employed in Jammalamadugu 
and Proddatur, the merchant master weaver 
side of the contract was brought under Fixed 
prices thereby undermining a speculative ele¬ 
ment. Despite these adjustments southern 
Andhra did suffer a decline in the twentieth 
century compared to Ihmil Nadu or coastal 
Andhra. 

In contrast to the southern town.s, polari¬ 
sation, among producers, if not absent, was 


distinctly weaker in eastern India, Bengal, 
Assam, Orissa. Here the degree of develop¬ 
ment of Finance and trading capital in¬ 
teracted with the tendency and determined 
its characters.'^ Merchants-cum-financiers 
resembled a homogeneous class. Yarn mer¬ 
chants and cloth merchants, distinct 
elsewhere, were united in the universal term 
‘mahajan’. Consolidation of capital in trade 
was a historical process and accompanied 
by a weakening of capital in production. 
While potential large producers in many 
areas of Bengal experienced an erosion in 
their status, capital was neither forced 
(because of close interlocking) nor capable 
of successfully intervening in technological 
decisions which, as elsewhere, had become 
a necessity. 

Corresponding to the nature of capital, 
producers remained primarily buyers and 
sellers. But sale was lied: ‘the weavers were 
not (the niahajan’s) employees but attached 
to him’." As elsewhere it was the desire for 
security which drove the weavers to such at¬ 
tachment. The minority who refused to tie 
up cloth with yarn transactions and sold 
freely in the local hats or directly to con¬ 
sumers were probably better off but ‘the 
freedom of operation carries also along with 
it considerable risks’. 

The mahajan was primarily a yarn dealer 
who fully exploited the remoteness of the 
village weaver to the wholesale yarn markets. 
The differential price charged were 
represented as ‘transport costs’, analogous 
to loom ‘rentals’ imposed by large producers 
elsewhere, and malpractices were rampant, 
such as supplying cheaper brands of yarn, 
passing Japanese yarn for Bengal or 
Madura, cheating on counts and fastness of 
dyes, etc. The mahajans thus organising buy¬ 
ing and selling transactions were distinguish¬ 
ed from potential, large producers, the 
‘capitalists’ among the latter.'■* 

In silk, increasing incidence of buy-sell 
contract reflected a process wherein control 
of large producers was getting eroded. In the 
late-thirties the silk weaver was free precisely 
to the extent to which he retained the right 
to sell his wares to the highest bidder. In his 
dealings with the mahajan this freedom was 
expressed in the absence of piece rates fixed 
by contracts. In practice, however, sale was 
tied to the raw material .supplier. Each tran¬ 
saction ended with the merchant ‘haggling 
over the price’ and usually managing to 
restrict the margin to about half of what the 
weavers could obtain in the wholesale 
market. Indeed some of the substantial 
weavers, not a rarity in silk, did exercise this 
right on occasions and themselves took their 
cloths to the Calcutta market. But rarely did 
they succeed in superseding the powerful cli¬ 
que between me''chants in Malda and those 
in Calcutta.'* 

Although on a much smaller scale than 
in Bombay-Deccan and Hyderabad, pro¬ 
letarianisation did occur in Bengal, 
noticeably from the end of the thirties. A 
1937 survey observed the existence of a 


group of workers who were employed on 
piece-wages by merchants. The latter ‘them¬ 
selves take the risks for the losses or profits 
caused by the fluctuations in the market’. 
The follow up survey of 1940 was more 
definitive on the tendency. Analysing the 
statistics on full-time workers and loomage 
by ownership status it concluded, ‘just as 
there are landless agricultural labourers, 
there are also a large number of loomless 
workers’. It is not unlikely that a single loom 
was worked by different members of the 
family and incidence of idle loomage was 
quite high in Bengal. But there in fact siisted 
a class of weaving labourers ‘who do not 
possess any looms in their homes but do jobs 
in the families of other weavers or in the fac¬ 
tories of mahajans’. The tendency, predic¬ 
tably, had an urban bias.'* 

The general feature of eastern Indian 
trade system in silk, greater interlocking bet¬ 
ween raw material and cloth, was evident in 
Assam where, in fact, specialisation seems 
to have been altogether rare. ‘The Marwari 
merchants, who monopolise the trade, supply 
yarn on credit and there is no time limit’. 
Cloth is sold to the same merchant. Pure 
contract work on previously fixed wages was 
rare. The merchants were also moneylenders: 
they lent money in .season and out of season 
and thus ‘appears to be a necessity’. To a 
limited extent in wild silks the link between 
yarn and cloth trade was broken by a closer 
integration of processes—reeling, spinning 
and weaving—within ihe household. A 
similar con.solidation of trading capital was 
evident in Orissa. The town weavers by and 
large ‘return finished goods to silk mer¬ 
chants who supply them the raw silk on 
credit charging 25 per cent more and pay the 
weavers the balance of the prices of their 
finished goods. Here the weavers are quite 
at mercy of the merchants insofar as the Fix¬ 
ing of the price is concerned.''' 

Latifi’s survey (1911) of Punjab crafts sug¬ 
gests similar control enjoyed ty traders and 
Financiers on weaving. Fhe ‘average’ cotton 
weaver w®: indebted to ‘the shopkeeper’ for 
yaj n and sold cloths to him. The silk weavers 
were, ‘if anything, more than other artisans 
under the thumb of the moneylenders’. The 
petty shopkeepers who conducted this 
business catered to the general requirements 
of a rural locality and were not yarn or cloth 
dealers primarily. They also charged interest 
on yarn dots. Cloth sale, however, was not 
necessarily tied The weaver made to orders 
from local zamindars and other residents, 
hawked about in the neighbouring villages 
or sold at the weekly market. But the extent 
of tied sale was probably increasing. 

More substantive information was availa¬ 
ble on the towns in the early thirties. In these 
centres wage employment was already more 
common and ‘there are some intelligent 
leaders amongst [the craftsmen] whose sole 
aim is not to become slave drivers 
themselves’. Cotton and silk weavers worked 
under three arrangements: price contract 
with yam-merchants, free buying and sdling, 
and wage employment. 
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A taste of stock market gams, 
minus the risks 

That's what you'll get when you 
subscribe to the Magnum Regular Income 
Scheme, 1989 SBI Mutual Fund's skilled 
investment managers will put your money 
into carefully selected securities, and bring 
you a host of benefits 
Assured returns, regularly 

12% plus Once a year, every year 
With excellent prospects of capital 
appreciation The first dividend would be 
for the accounting year ending 
31 St March, 1990 


Safety 

SBI Mutual Fund will function as 
your personal financial expert, ensuring the 
safety of your principal and the certainty of 
returns 

Easy liquidity 

Anytime you need money 
urgently, you tan take a loan of upto 75% 
of the face value of your Magnums from any 
branch of the State Bank Group The 
advantage 7 You can keep your Magnums 
intact and growing, and have your 
money too. 

Alternatively, you may encash 


your Magnums at any of the designateil 
branches of the State Bank Group at a 
repurchase price that would alway s be > 
par or above 
Three tax benefits 

First You get a maximum deduct 
of Rs 10,000 from your taxable income 
under Section SOL of I T Act 1961, as 
shown below 

(i) Income from your Magnums 
together with income on specified . 
securities/deposits etc. is eligible | 
for deduction from total income ' 
upto a maximum of Rs 7,000 

SMMI 

MAGNUM REGUIAI 

Upwards of 12%, every. 
_Subscription perM 
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i| A further deduction from total income 
upto a maximum of R$. 3.000 is also 
available on income from these 
Magnums along with certain other 
specified securities 

Next Your investment in 
agnums is exempt from Wealth Tax within 
he overall limit of Rs 5 lakhs under 
sub-section I (A) of Section 5 of the 
Wealth Tax Act 

Lastly: The Fund would receive 
and pay all income by way of 
dividends, interest etc., without 
any deduction of tax at source. 

ID 

OME SCHEME, 1989 
Plus, capital appreciation. 
'Jan-28thFeb, 1989 


Transferability 

You can transfer your Magnums 
by completing the necessary formalities 

Duration 

The duration of the Scheme is for 
the period upto 31st March, 1994 

Minimum Investment 

Just Rs. 500 |i e five Magnums of 
Rs. 100 each) That's all you need, tojoin the 
growing community of Magnum investors 
Subscriptions should be in multiples of 
Rs. 500. There is no upper limit 


There's also an incentive for subscribers: 
Month of IfKentive 

Investment for every Rs. 500 Invested 

January, 1989 Rs. 10 

February, 1989 Rs 5 

The incentive will be paid separately. 

The application form is simple. And 
allotment is assured. So hurry to any of the 
designated branches tn your area listed 
below If you 're serious about keeping your 
savings on the up and up 
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Merchants of the first system could com¬ 
bine and form a powerful class. However, 
at the end of the decade, only a ‘small 
minority’ of the silk weavers was under price 
contract and free buying and selling had 
more or less disappeared; ‘the weavers are 
not in any way responsible for the marketing 
of the goods’. At the same time, a reserve 
army of weaver-labourers had come into ex¬ 
istence whose employers included both pro¬ 
fessional merchants as well as large pro¬ 
ducers. Putting out involving this class merg¬ 
ed into factories and time-wage payment.'" 

If control of merchant capital per se was 
on the decline, it was to a large extent due 
to two related phenomena, both develop¬ 
ments of the twenties: restrictions on money- 
lending which, directly or indirectly, curbed 
re-employment of .surplus in usury and the 
rise of co-operative agencies supplying work¬ 
ing capital to weavers. While the former in¬ 
duced product ive investment by merchants, 
the co-operative movement assisted large 
producers in particular. The effect of co¬ 
operative finance was primarily felt in prices; 
raw material became cheaper if purchased 
on cash and finished product obtained 
higher price if sale was not already tied. The 
secondary effect was reduced debt burden. 

The connection between towns and wage- 
employment reappears in descriptions on 
UP, although these are altogether inadequate 
considering the size and complexity of the 
industry in UP. In the early twenties IS’JP 
described Tanda (fine cotton) and Bara 
Banki (coarse cotton) weavers as largely their 
own sellers. lYaders dealt in yarn and did not 
exercise much control on cloth. Large pro¬ 
ducers and labour hiring were rare, if not 
absent. 

In Benares, Mau or Lucknow, in contrast, 
centres of long distance trade, capitalists 
were differentiated to a much greater degree 
and large producers, ‘richer members of the 
weaving class’, formed a distinct category. 
Correspondingly, with the development of 
capital, wage-contract and tied sale were 
more common among the rank and file. This 
included working as hired labourer in the 
karkhanas, which were in fact .somewhat 
larger households with 4 to 10 looms each. 
The karkhanadars, in turn, sold to profes¬ 
sional merchants and were on the whole a 
prosperous class but ‘the conditions of the 
weavers who work in these factories is very 
deplorable’. 

Barring the large producers and those who 
worked under them, trade per se was divid¬ 
ed into yarn and cloth and corresponded to 
the division of loomowning weavers into 
freedom of sale and dependence. Dependent 
weavers were those employed on contractual 
rates by cloth merchants who also supplied 
the raw material: ‘It is practically getting 
work done on wages with this difference that 
the middleman does not do any accounting 
for individual pieces! The difference between 
this and karkhana work must have been 
small, just as karkhanadars themselves could 
be cloth merchants. There is no direct evid¬ 
ence that suggests expansion of contract 


work in general and wage-employment 
specifically. However, employers of wage 
labour did expand in the intervening one and 
a half decades.-" 

Forms oi C4P11 ai 

As with the ordinary weavers, large-scale 
capital was getting differentiated. Contem¬ 
porary accounts distinguished between 
capital based in trading-moneylending and 
111 production; between yarn trade and cloth 
trade the latter requiring greater familiarity 
with craftsmanship and technology; between 
producer caste and trader caste and between 
producer-turned-trader and pure trader. 
These differences really arose out of one 
principal development, emergence of large 
producers with or without interests in the 
cloth trade. This had several consequences. 

Relations of production changed to adapt, 
as it were, to the coexistence of different 
kinds of capital. Thus in the south, from 
large-scale capital in weaving to capitalist 
workshops was a direct evolution. This pro¬ 
cess was aided by proletarianisation— 
through migration in the Deccan and caste 
in Tamil Nadu. Conversely coexistence of 
capitals itsell adapted to the pre-existing 
relations. This happened in the north and 
east where merchant capital per se was en¬ 
trenched. Presence of large producers could 
lead to conflicts, as in Malda silk, or to 
various forms of collaboration, as in the 
kurkhanadari of Benares and Amritsar. As 
coexistence was not neces.sarilv synonymous 
with competition among capitals, the out¬ 
come of these processes for the ordinary 
weaver could be a tightening of dependen¬ 
cy relationships. 

The basic movement, genesis of large pro¬ 
ducers, will be discussed in the next section. 
In this the phenomenon of coexistence of 
capitals will be studied through the regional 
evidence. 

Yam and cloth trades were distinct spheres 
in the Bombay and Hyederabad towns. This 
division corresponded to the one between 
‘sowcars among weavers’ or master weavers 
and ‘shopkeepers’. Master weavers combin¬ 
ed cloth trade, subcontracting and produc¬ 
tion on their own looms. Hiring-in of labour 
was common among them and progressed 
imperceptibly to factories; The shopkeepers, 
on the other hand, specialised in yarn, 
sometimes, though not usually, receiving 
cloth as repayment of yarn-loans. An ele¬ 
ment of usury was mixed up in yarn- 
transactions and was often singM out in the 
texts as ’the crux of the whole problem’. In 
the smaller centres shopkeepers were still 
dominant while master weavers controlled 
business in the larger weaving townships. 
Thus the average merchant of Aurangabad 
was ‘a capitalist in sense, but he himself 
works simultaneously’. 

Separation of trades and the implicit 
weakness of merchants as a class favoured 
interlocking of production and trade the 
advantages of which went to the large pro¬ 
ducer. FFC described the large karkhanadar 


of Sholapur as one who ‘remains the middle¬ 
man-weaver in essential respects’ that is, 
combined weaving with yarn-processing, had 
sub-contractors under him, was a wholesale 
cloth merchant and bought yarn at whole¬ 
sale rates. At the time when IIC reported, 
they were not so powerful nor so numerous, 
‘but since then the movement in this direc¬ 
tion has been rapid'. And, a decade later ‘the 
karkhanadar. occupies the most impor¬ 
tant position in the structure of the in¬ 
dustry’.*' But the movement also implied 
increasing competition among capitalists as 
representatives of different classes. Signs of 
confrontation were discernible in Sholapur 
though, by the late-thirties, institutional 
means of settling disputes had been devised. 

.Si/e-stiuclure of karkhana establishments 
suggests that economies of scale in produc¬ 
tion concentrated at two end-points rather 
than being distributed evenly. Tivo types of 
factories were preponderant, those with 
loomage ranging between 3 and 5 (termed 
large households, see below) and those with 
loomage exceeding 30. The double-humped 
character of the distribution is corroborated 
in ITBS data on Hyderabad silk and mixed 
factories.-- The evidence on Hyderabad 
also suggests a possible reason: the specific 
advantage enjoyed by the larger-sized fac¬ 
tories was that of combining trade and con¬ 
tracting with production whereas the 3 to .S 
loomage class, being a mixture of household 
and factory, could economise on labour. 

As elsewhere in the south, in Madras loo, 
divisions within trade facilitated accumula- 
Ijon by producers in trade. Early .sources sug¬ 
gest that producers ' control over the cloth- 
trade was near absolute in the Tamil Nadu 
towns and nowhere seriously challenged.^' 
Like his counterpart in Hyderabad and Dec- 
can, the Tamil master weaver was a large pro¬ 
ducer, a seller and a contractor. At the same 
time, merchants who were not weavers con¬ 
fined themselves to .specialised branches such 
as the substantial export trade of Madras in 
handkerchiefs and lungis. Pure traders, 
moreover, nowhere appeared as a class but 
fragmented into several caste and regional 
divisions. The export merchants were mainly 
the Komati Chettis, village-to-village long 
distance trade was conducted by the Labbais 
of Karur and Marwari moneylenders sold 
garments to the urban working class. 

Again, as in Sholapur, the producer-trader 
was the product of a shift in the composi¬ 
tion of capital, noticeable from around the 
time of the First World War.^"* The War 
itselft ‘destroyed the power of many old-time 
distributing firms’ of Madura and Salem, 
controlled by upper-tier weaver-castes and 
dealing in imported raw materials, and 
might have induced a relocation of capital 
to production. But the shift had a basis also 
in tendencies within production. It defiend- 
ed on the capacity to successfully intervene 
in technology. It was clear that the ‘banias’, 
merchants controlling the industry from out¬ 
side, would not be up to the technological 
reorganisation proposed by Chatterton and 
others. Venkatraman also dwelt on divergent 
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attitudes towards direct or indirect interven¬ 
tion in labour process. The professional mer¬ 
chant was rarely willing to ‘finance the 
weavers for the purpose of equipping their 
looms with improved sleys and harnesses’. 
Preparatory processes were decentralised and 
done with the help of family labour. 
Methods of processing as well as the loom 
it.self remained primitive and crude. The 
weaver-merchant on the other hand, almost 
invariably a workshop owner himself, 
attempted to incorporate as many of the 
labour saving devices as were then available. 
Rationalisation might have been the very 
basis of the success of large producers'and, 
by association, of producer-traders.^' 

In contrast to the south, yarn and cloth 
trades were more tightly integrated in 
Bengal, both, of cotton as well as silk. Ijirge 
producers’ attempts to enter trade in order 
to retain their hold resulted, in Malda silk, 
in a protracted conflict between large pro- 
duers and yarn-cum-cloth merchants. I he 
outcome, clear at the time ol the second 
ITBS, was adverse for the producers who 
retreated from long distance trade, con¬ 
tracted production and eventually became 
dependent on the merchants. 

At the turn of the century master weavers 
represented a familar and powerful element 
in Bengal silk weaving. Cumming noted that 
the silk weavers had ’more influential 
headmen' among them, in addition to be¬ 
ing, ‘as a class, far more prosperous than 
cotton weavers’.^ To the substantial pro¬ 
ducer, trade as well as land were avenues of 
accumulation and it was not uncommon to 
‘rise from the ranks' to become substan¬ 
tial.^’ Murshidabad had many weaver- 
traders who hawked about in the towns and 
sometimes carried bundles of cloth down to 
Calcutta as personal luggage by train. 
Seasonal influx of silk weavers into the city, 
during the festive months, was a common 
phenomenon at that time. Contractual rela¬ 
tions between large and small producers were 
also not uncommon. 

Co-odsting with the master weaver was the 
merchant-financier, reduced to a type in of¬ 
ficial literature and referred as the ‘maha- 
jan’. The term orginally seems to have con¬ 
noted moneylending, implicit in Mukherji's 
usage.* Indeed in Murshidabad silk, in 
Mukherji’s times, interlocking of trade and 
moneylending was usual. In addition to pro¬ 
fessional moneylending who sometimes 
received cloth in repayment, traders in silk, 
especially the Marwaris, were also engaged 
in moneylending ‘which all rich Jains more 
or less delight in’. In the silk trade between 
Bengal and northern India ‘the Marwaris 
and other moneylenders' played a prominent 
but controversial role ‘One point noticed by 
most of (the district reports) is of vital im¬ 
portance viz, the harm done to the silk¬ 
weaving industry... by the indebtedness of 
the weavers to the mahajans, who charge 
very high rates of interest... [They] try to take 
all the good out of an industry and ultimate¬ 
ly <eave it in a wretched condition’. The 
description may be a little exaggerated for 


a generalisation, but the decay of at least one 
centre, Baluchar in Murshidabad, could be 
directly attributed to exploitation by finance 
capital.^* 

As in other centres of long distance trade, 
merchant capital was heterogeneously con¬ 
stituted. Along with producer traders and 
merchant moneylenders, an all-European 
network also funaioned, complete from silk- 
filatures to trading houses, which served the 
export market for Bengal Silk.^'* The greater 
Indian market was supplied by several north 
Indian houses, of which the Chinoys were 
probabjy the largest. Lower down were the 
master weavers and trader-moneylenders 
desertbed above. Of these vartous segments 
the small-scale trader-moneylenders proved 
more stable in the long run while a prolong¬ 
ed crisis in Bengal sericulture eliminated 
both the Europeans and the larger of the 
north Indian firms. The space thus vacated 
was filled up by ihe smaller scale and more 
flexible elements. Specifically, it now became 
possible for the cloth merchants to tic up 
with raw material trade and consolidate as 
merchant capital per sc. This was helped by 
rising indebtedness in sericulture, a natural 
development in an industry crippled by 
disease and depression, leaving ‘the best 
reelers and rearers no better than beggars'. 
Within weaving a similar retreat took place. 
‘The local mahajans', erstwhile master 
weavers, ‘were thus eliminated' resulting in 
a deconcentration ol loomage.’" 

Away from the sericulture belt, systems ol 
buying-and-.sclling under the direction ol 
yarn merhants continued with sporadic in¬ 
cidence of wage-employment, ‘The standard 
case' in the late thirties was for the yarn- 
dealer to supply yarn, sufficient for one 
warp length, on credit. Rendering of account 
was made at the end of the year. The weaver 
could repay in cloth or in cash but never in 
full, ‘deficits in the account accumulated and 
have been the cause of ruin’, further repay¬ 
ment in kind was conditional on the mer¬ 
chant’s ability to sell the product, as evident 
from commissions charged on such sale, any 
loss being iransfcried to the weaver’s ac¬ 
count. 1 hcic are some indications that such 
partial involvement of the merchants in the 
cloth trade, hence any direct interest m pro¬ 
duction, was being withdrawn since the 
mid-thirties. 

Prevalence of price-contracts in cotton 
handlooms of Bengal is a feature we have 
discussed. Price-contract was more usual in 
the we.stern districts than in the east and its 
isttent seems to have been correlated inverse¬ 
ly with the prosperity of the industry. In¬ 
dependent weavers are specifically mention¬ 
ed in descriptions ol large weaving town¬ 
ships, though such locations were much 
fewer, both in number and average .size, com¬ 
pared to the south. In these towns freedom 
of sale, for those who enjoyed it, could be 
effective because of their proximity to 
wholesale bazaars in cloth and yarn 
(Howrah Ram Krishnapur hat and the 
Calcutta yarn market). Also, large producers 
existed as a category to reckon with. 


Price-contract is invariably described in 
the blackest of terms: Nadia weavers are ‘in 
the clutches of mahajans’, in Murshidabad 
'practically enslaved’ by them, in Dacca the 
bant rates are ‘the lowest possible’, and so 
on. FfC data do suggest that middleman's 
margin might have been higher in Bgngal for 
comparable samples. There was moreover a 
noticeable continuity between weaving and 
most other crafts on ‘the baneful effects of 
the present organisation. under the 
average mahajan'. It these observations are 
to be made sense of, one should perhaps 
look beyond the specifics of the economic 
relation involved and refer to the class 
character of the mahajan. Mahajani was in 
fact one of the occupations ‘the intelligent¬ 
sia content themselves with’. The mahajan’s 
remoteness and outsider status ‘divorced 
from the actual practical observations of the 
industry..parasitical than integral to it’, 
thus had a social basis.'' 

It followed that the contrast between con¬ 
trol by mahajans and by large producers 
here, as in Madras or Deccan, consisted in 
the capacity and willingness to adapt. This 
point emerged sliaiply in the context of an 
intense mtra-handloom competition in 
which Bengal was yielding ground to Madras 
and UP. The absence of innovation in crafts¬ 
manship wa.s, in turn, accredited to the 
mahajan. Farasdanga and Santipur were 
both making roughly similar products of 
tine cotton. The Santipur industry, larger in 
size, of relatively recent origin, and controll¬ 
ed by ‘capitalist weavers’, was dynamic in ad¬ 
justing to shifts in design-preferences in 
which jacquards were used extensively. 
Farasdanga, originally an enclave of French 
trade and controlled by comprador elements, 
refused to adapt and was approaching 
extinction. 

Similarly in Punjab, the merchant, with 
whom the weaver directly transacted, com¬ 
bined yarn and cloth trades and was, almost 
invariably, interested in moneylending. Large 
producers existed usually as karkhanadars 
or undercontractors of merchants. The 
system was more commonly encountered in 
certain peripheral branches of handloom 
weaving. In the thirties, a resurgence of sub¬ 
contracting seems to have occurred in several 
centres of the north, chieflv Benares and 
perhaps Amritsar. At the same time mer¬ 
chants, especially moneylending, suffered a 
certain decline.'’ One of the con.sequences 
was redirection of savings into the co¬ 
operative credit .societies which experienced 
an unprecedented boom. There was, at the 
same time, investment in production. In 
some of the art silk factories set up in the 
late-twenties, sahukar capital was involved. 

Interestingly, it was in connection with the 
co-operative movement that large producers 
who had ‘escaped from the sahukars’ found 
mention. In Jullunder, cheaper credit was 
used, by substantial weavers who were already 
hiring labour, to instal powerlooms and to 
open retail stores. The loans were not paid 
back although the weavers were ‘doing quite 
well'. 
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At the same time, evidence from Multan 
referred to conflicts between sahukars and 
large producers resulting from sustained at¬ 
tempts of the latter to break into the mer¬ 
chant stronghold in the cloth trade. Some¬ 
time in the mid-twenties, the weavers open¬ 
ed a cloth store in the city. The sahukars 
could meet the threat because they allowed 
credit whereas the weavers did not. In art silk 
rumals, the market of which was especially 
sensitive to designs, innovation in designs, 
at which producers were more adept, helped 
the latter compete. However, ‘sahukars take 
the new patterns from the weavers and with 
their resources are able to produce more ar¬ 
ticles thus flooding the market..L Sahukars 
enjoyed an added advantage as yarn mer¬ 
chants. They manipulated the yarn price to 
discriminate against independent producers. 
Also, collusive arrangements worked suc¬ 
cessfully. The large producers themselves 
had to occasionally depend on the sahukar 
for working capital. The constraints, 
however, were not sufficiently powerful to 
eliminate confrontation. 

While in silk the emergent situation was 
one of conflict between capitals, in some 
other branches of weaving, especially 
woollen carpets, large producers col¬ 
laborated with merchants in the capacity of 
karkhanadars. In Amritsar, the latlei were 
supervisors and direct employers of labour 
in factories owned by merchants. The mer¬ 
chant paid him by a rate variable according 
to the quality of the work done. Such col¬ 
laborations probably had a great deal to do 
with the technology involved—intensive in 
craftsmanship in these branches. In Benares 
too, the large producer was primarily a 
‘supervisor’ who ‘gets orders from merchants 
and gets them executed'. But the karkhana 
itself belonged to the producer. In Iknda 
printing, nearly half of the karkhanas were 
working for the dealers. In Lucknow em¬ 
broidered silks, ‘expert workers act as agents‘. 
Karkhanas belonged to the master weavers 
who also obtained the silk themselves while 
the gotawalas, merchants in gold and silver 
wire, supplied the costlier material. Workers 
were indebted to the karkhanadar and prac¬ 
tically bonded. The bondage was secured by 
collusion between large producers and the 
gotawalas, the latter agreeing ‘not to take any 
one in service who owes anything to any 
other karkhanadar.-'-’ 

Gi-.Nisis ot Large Producers: 

Selecied Instances 

Abstracted from the context, factories 
were common in urban crafts. Several peri¬ 
pheral branches of weaving had long been 
practised in larger workshops. These includ¬ 
ed cotton and woollen carpets, woollen 
shawls and blankets and certain styles of 
block printing and painting. The reasons for 
an early development of factories in some 
of the urban crafts remain obscure, although 

I India was not unique in this respect. At least 
in a few locations these were in the nature 
of manufactories under royal patronage. The 
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small, close-knit, often immigrant, com¬ 
munities who practised these, made possible 
some sort of co-operative work which resem¬ 
bled faaories. Farrukhabad printing, for in¬ 
stance, was monopolised by a small caste- 
group called Sadh, to which belonged 
workers, factory owners and traders. Also, 
the specialised nature of the market like ex¬ 
ports of pile carpets or prints, required the 
involvement of large-scale capital and a 
greater degree of standardisation. These 
segments, however, remained peripheral even 
in the twentieth century, perhaps even dis¬ 
solved to some extent and did not directly 
contribute to the transition in question.'^ 

In the twentieth century, the direct pre¬ 
conditions for large-scale production of 
handioom cloth were, possibility of taking 
over trade, investment in processing of yarn 
or cloth and autonomous expansion by 
deriving economies of scale The latter refers 
to the somewhat larger households turned 
workshop. Autonomous expansion of this 
sort was later aided by the availability of 
technological options such as improved 
looms, jacquards and second hand power- 
looms which could be adapted to household 
production. These conditions were inter¬ 
related. While centralised production 
necessitated centralised processing, the lat¬ 
ter in turn encouraged centralised produc¬ 
tion by undermining the basis of house¬ 
holds. With the intervention of one yarn pro¬ 
cessing plant, the relationship between the 
putting out capitalist and the weavers under 
him undergoes a drastic change. Family 
labour is made redundant and the household 
weaver ceases to enjoy any intrinsic advan¬ 
tage over the factory worker. 

IWo instances, large households and in¬ 
vestment in processing, are discussed below. 

Larze Households: Descriptions of tran¬ 
sitional units, midway between households 
and factories and bearing characteristics of 
both, enable us to infer the nature of prior 
differentiation among producers. Sources 
close to 1900 speak of large households as 
the dominant unit in many parts of the 
south. They did their own selling. In the 
towns of Deccan, around the eighties, ‘few 
workrooms have only one loom. Most have 
two or three, and some especially at Belgaum 
and Guledgud in ^ijapur, have four^ Set¬ 
tlements in Sholapur in 1872 reported more 
looms than there were weavers in the town. 
In Salem and Coimbatore towns in 1918 
there were many rich weaver households with 
S to 6 looms each. And in the mid-thirties 
in Madras the most dynamic units were the 
‘cottage workshops’. Venkatraman does not 
define the term but implies that they were 
extensions of the cottage itself. In 
Rayalaseema, the very size cf the bigger 
units ‘created chances for hundreds of 
pushful artisans to rise from the ranks’. In 
Mau, one of the largest handioom centres 
in the north, the bigger broker-weavers who 
had by the thirties specialised in yarn and 
wholesale cloth trades, were called girhasts, 
literally the householder and were ‘regard¬ 
ed by the workers with some affection’. 


Large households invariably hired labour. 
Yet, not until much later can we discern the 
existence of a weaver proletariat. On the con¬ 
trary, dispossessed weavers, who would will¬ 
ingly offer their services for a casteman, 
showed marked antipathy for work in a full- 
fledged handioom factory. This was one of 
the reasons for the failure of the Salem 
Weaving Factory, the first attempt to in¬ 
troduce formal relationship from above, 
which could attract only ‘the waifs and strays 
of the community’ whereas caste weavers, 
even those who worked as hired labourers 
in the households, found the atmosphere of 
the factory ‘uncongenial’. This aversion for 
labour in a factory persisted, perhaps even 
intensified as more labourers were brought 
under factories. 

Clearly relations obtaining within bigger 
households were quite different from those 
within a factory or a purely family labour 
using household. The contrast, for in.stance 
between hired workers in the cottages of 
Sholapur and Malegaon and the immigrant 
workers in the factories, or between contract 
weavers of the same caste and the ‘coolies’ 
in Madras, has already been encountered. 
FFC wrote of Deccan: ‘The average worker 
in the employ of an independent weaver who 
has more than one loom still retains some 
of his old social position especially if his 
employer is of the same caste, but those who 
work in the karkhanas are regular wage¬ 
workers and in that respect are at the bot¬ 
tom of the ladder! 

What could one say, from the above, 
about sources of accumulation in large 
households? Unlortunately, too little is 
available on conditions within households 
to form a better impression. Of some 
assistance is the following description of the 
silk-eum-woollen factories of western UP. 
The hired labourers in these establishments 
were all relatives of the owner, as if an ex¬ 
tended family was at work. But the ‘relatives’ 
occupied a lower status compared to im¬ 
mediate family members as they neither lived 
in the same house nor shared the same 
kitchen. They were paid, but at rates con¬ 
siderably lower than the (notional) market 
wage rate. While they formed the surplus 
labour in the community, it was also true 
that ‘they would not go and serve anybody 
else for four annas’. ” In other words, the 
very ambiguity of the relation, containing 
elements of both patriarchal authority and 
pure contract, provided the employer with 
unrestricted possibilities of exploitation. 

But this very ambiguity also made the cot¬ 
tage workshop vulnerable. The intense and 
overt dtploitation, even physical oppression, 
to which workers in the southern Andhra 
towns were subject, emigration of coolies 
from these regions and the subsequent dec¬ 
line of the latter, suggest inherent instability. 
The tendency towards overexploitation was 
probably more pronounced under mungani. 
At any rate a counteracting influence must 
have existed .which is little known because 
it was internalised within the household. 
Places where actual workers were recognised 
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as members of an extended family, as in 
Sholapur, were perhaps, in this respect ahead 
of the Rayalaseema tpwns.^^ 

Processing Reorganisation: In pure silk, 
the circumstances which led to centralisation 
of processing included an increasingly stiff 
competition from east Asia since the mid- 
twenties. The preceding half century or so 
had witnessed a crisis within indigenous silks 
which had its origin partly in natural events 
(pebrine disease of worms) and partly in 
economic ones (withdrawal of foreign 
filatures from Bengal). The immediate 
manifestations of the crisis were deteriora¬ 
tion of quality, falling prices and loss of the 
European market in which Italian and 
Levantine silks were making sharp inroads. 
Within the home market, however, a straight 
substitution was difficult because significant 
product differentiations existed between im¬ 
ported and local silks. To the extent that 
there was a substitution, it was partly induc¬ 
ed by shifts in preferences, e g, the fact that 
torcign silks took dye well and brightness of 
colour came to be valued more. It was, 
however, also due to the ready-processed 
naiuie ol foreign silks. The latter came to 
the market ready for the loom, already reel¬ 
ed, twisted and siandaidised. Bengal silk m 
ccyitrast was neither uniform non re-reeled 
nor twisted Mysore yarn similarly was full 
ol knots while its nearest competitor, the 
Canton steam filature silk, being better reel¬ 
ed, had better winding qualities. 

These advantages were powerful induce¬ 
ments for weavers to prefer foreign silks but 
tor the product-differentiations referred to. 
Threatened by a potential changeover, local 
raw silk merchants and master weavers them¬ 
selves set up establishments for twisting, dye¬ 
ing and for warp and weft preparation. In 
Mysore, the tendency received state 
patronage. Some of the largest processing 
units, the power-throwing plants in Pedda- 
puram and Rayadrug, were in fact weaving 
units with integrated processing facilities. In 
the Kollegal factory, twisting was done for 
the benefit of local weavers. In Surat and 
some parts of Deccan, notably Yeola, 
mechanisation was combined with greater 
division of manually operated labour and 
the separate operations were co- ordinated 
by master weavers and merchants. In Surat, 
moreover, proximity to the mill industry was 
turned to good account. Thus, reeling came 
to be done with an efficient machine 
adapted from mill practice. Uneven advances 
in silk-processing intensified intra-handloom 
competition. The progress in mechanised 
twisting, already accomplished in Bangalore 
and Surat in the mid-thirties, was considered 
‘one of the causes which have led to the 
decline of silk-weaving in some parts of the 
(Hyderabad) state.” 

Centralisation of preparatory operations 
either displaced families specialised in these 
operations or merely detached these func¬ 
tions from those hitherto performed by the 
weaver-household. The former was reported 
from Benares where in fact division of 
labour was already advanced. Elsewhere 


members of the weaving household became 
surplus and, in some centres, were avaHabie 
for employment under the direction of the 
capitalist. Thus, the Multan and Amritsar 
handloom factories engaged female 
labourers to perform winding while twisting 
was centralised. 

Emergence of centralised dyeing units in 
silk was different both in its origin and its 
implications. In the case of dyeing, the 
changeover from indigenous to imported raw 
material, although it displaced certain 
hereditary occupations connected with in¬ 
digenous dyeing, posed no threat to the in¬ 
dustry as such. This was because the dyeing 
operation could not be dispensed with nor 
could the specific modes of dyeing silk yarn 
or handloom cloth mechanised. Nevertheless, 
use of foreign materials entailed problems 
of its own, chiefly of standardisation and 
quality control and needed more efficient 
work-organisation. At the same time, the in¬ 
itial de-industrialising effects may have in¬ 
tensified differentiation within dyeing and 
encouraged greater participation of large- 
scale dyers in weaving Thus we find a 
significant incidence (about 9 per cent of 
loomage) of Niigur and Rangrez ownership 
of handloom factories in Hyderabad. In the 
mid-thirties we also come across sporadic 
instances of master weavers setting up 
dyehouses. 

In cotton too, centralisation of processing 
and weaving were proceeding parallelly. 
Perhaps more than in silk, cotton yarn pro¬ 
cessing was integrated within the weaving 
shop. Also, unlike silk, no exogenous reasons 
for reorganisation can be located. The sug¬ 
gestion that by virtue of large scale and 
mechanised processing ‘powerlooms enjoys 
a great advantage over the handloom’ 
(kakade) is relevant only when the specific 
advantages of small-scale processing, on 
demand side, of having short warps and 
non standardised designs, and on the supply 
side, availability of unpaid family labour, 
have already weakened somewhat. The need 
to standardise the finished product and an 
already-proccs.sing break-up of the house¬ 
hold must have provided the bases for the 
reorganisation. 

Chatterton, who sensed the genesis of 
capitalist enterprise in crafts more acutely 
than most contemporaries, assigned an in¬ 
strumental role to yarn processing: ‘what we 
may look forward to in the future are groups 
of from fifty to two hundred weavers cen¬ 
tred round a warping and dressing plant. 
This will supply warps to the weavers, who 
may either be colleaed in a shed or will work 
in their own homes’. Elsewhere he expressed 
confidence in the master-weaver as one who 
could accomplish this. The plan itself form¬ 
ed part of the informed opinion on revival 
of handlooms and was probably influenced 
by impression of the Japanese experience.’* 

Chatterton more or less anticipated the 
system that eventually emerged in the prin¬ 
cipal handloom towns of Madras, notably 
Madura and Salem. Although Salem Weav¬ 
ing Factory was a failure, it ‘materially con¬ 


tributed to the success of the movement’ by 
popularising fly-shuttle sleys and, mote im¬ 
portantly, improved methods of warping. 
The substitution of traditional methods of 
warping, viz, winding the yarn around two 
pieces of stick, for the hand warping mill 
was more or less complete in Salem by 1918. 
The mill itself was an adaptation of the 
horizontal machine once used in Europe. 
But no uniform pattern was in usage and 
probably innovations on the basic frame 
continued over time. While Saurashtras 
dominated weaving, Kaikolars and Sails 
owned the processing shops. Mechanisation 
in other processes progressed slowly. Dresser 
sizers were a later introduction and sizing 
as a whole proved less sensitive to widening 
options.” By the fifties, however, the cotton 
handloom factories of Uimil Nadu perform¬ 
ed only weaving manually. Hand-driven 
bobbins, winding machines, warping mills 
of various sizes and capacities and beaming 
machines were standard equipments of the 
factory. 

Karkhanas in Deccan were also introduc¬ 
ing ‘new methods of sizing and warping’, 
some of which were carried on inside the 
karkhana itself. By 1940, over 90 per cent 
of the warping in Sholapur was done in 
separate factories. The process had the ad¬ 
vantage that it reeled off more than one 
thread at a time. Almost all the mills were 
owned and operated by caste-weavers. 

Over-exploitation of female labour con¬ 
stituted ‘a definite advantage over the small 
weaver’. In this respect, the handlooms and 
mechanised mills had progressed together. 
The ‘contract’ which bound the immigrant 
worker in Sholapur to the karkhana owners 
provided for employment for his wife in the 
winding section of the karkhana but, unlike 
with the men, left the rates of pay unstated. 
Likewise in the karkhanas of Pune all pro¬ 
cessing was done by women and children. 
Similarly in the llimil Nadu and the Malabar 
factories, bobbin and pirn winding were 
done with the help of female labour while 
children were employed for doubling the 
thread and knotting the ends—roughly the 
same tasks they performed at home. 

I'he captive processing capacity of 
Sholapur handloom karkhanas usually ex¬ 
ceeded own requirements. Ready warps were 
given out by the large producers to loom¬ 
owning weavers engaged on contraa and the 
cloth received back. In contrast, putting out 
arrangements under the direction of mer¬ 
chants still involved unprocessed or semi- 
processed yarns. Thus if centralised process¬ 
ing did have any instrinsic advantage, say, 
in respect of standardisation of production, 
the large producer was in a better position 
than the merchant. Simultaneously the 
weaver who received ready warps for weav¬ 
ing was bound to his employer by a tighter 
dependence. 

Preconditions 

What were the conditions for new rela¬ 
tions 10 emerge? Why did, despite cir- 
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cumstances being simi'.<r, handloom weav¬ 
ing in the south prove more progressive than 
in northern and eastern India? Certain pro¬ 
bable conditions have been indicated. The 
availability, for instance, of a subsidiary oc¬ 
cupation in cultivation may have diffused 
differentiation among craftsmen in the east. 
A possible reason why proletarianisation was 
weaker in Bengal was the iclative ease with 
which craftsmen became cultivators. The 
underlying occupational siructurc reflected 
and rcinlorced the ptcdommanlly rural 
chaiacter ol Bengal weaving By excluding 
siMiilai alternatives, ihe arid iracis of Dec- 
can forced weavers lo congregate in a few 
localities. In Tamil Nadu, rigid cor- 
"■spondence beiween caste and occupation, 
especially the Metl-hand' (artisans) and ‘right 
I .ind’ (agriculturists)‘lotomy, might have 
petformed a similar U.. non although the 
rigidity of this correlation was evidently in 
decline. 

The role assigned to large households in 
a transitional period suggests that social and 
demographic factors, whn h determined the 
formation of extended families and their 
breaking up, again had an influence. Tor in¬ 
stance, Kakadc’s demogtaphic data indicate 
that the ‘cotnposite family’, a coiporate body 
of several distinct family units, was the 
typical form appearing ailiong large house¬ 
holds in Sholaput--a concreie instance of 
‘family co-operation’ being the basis of 
capitalist co-operation in handicraft fac¬ 
tories.^' Similarly, the l%l census found 
the proportion of males in weaver households 
in Madras much above the state average. 

The literature siigge.sts a contrast between 
rural and urban organisations. Ihis becomes 
relevant together with tfie fact that 
handlooms were more urbanised in the 
south Stratification among craftsmen as 
well as merchants was more advanced in the 
towns. While the village weaver was not 
necessarily less or more dependent on the 
capitalist, the form of dependence did dif¬ 
fer. In the village the form of dependence 
was of the price-contract type and secured 
through the wage contract in the town. 
Forms of independence likewise varied, from 
a hawker or travelling salesmen the weaver 
progressed to a large producer in the town— 
a transition clearly seen in Deccan Cor¬ 
respondingly, merchant capital was moic dif¬ 
ferentiated m the towns to cope with the 
scale whereas in the village ihe middleman 
often combined yarn, cloth and finance. The 
eastern Indian weaver, moreover, was often 
an agriculturist just as land represented to 
the capitalist a means of moving upward. 

We have suggested that the merchant- 
producer difference was fundamental in 
eastern India and that the presence of mer¬ 
chant capital as a class contradicted tenden¬ 
cies of differentiation among producers. 
This charactciisiic can be seen as a conse¬ 
quence of the suppression of an original 
hiera'rchy in early colonial period. Studies 
on European tiadc in the eastern coast have 
highlighted this process. Hossain and 
f Arasaratnam mention head weavers in 


Bengal and Andhra coast in the eighteenth 
century. The latter represented a social 
hierarchy which was utili.sed and transform¬ 
ed by the trades. By becoming a part of the 
new structure, the head weavers were subor¬ 
dinated to merchants and financiers who 
were paid officials of the company and alien 
10 tfie production system—a process resented, 
oltcn siolently, by the former. The system 
that appears to have taken shape in eastern 
Bengal was one m which weavers, at the one 
end, and seveial buyers (the English, Dutch, 
rrench C'ompanies, private traders) at the 
other, were mediated by a professional mid¬ 
dleman who could be a paid official of the 
English C^ompany. The advantages of having 
many buyeis accrued to the middleman. In 
addition, Hossain alludes to double exploita¬ 
tion of cultivating weavers at the hands of 
zamindar.s. This situation explains the 
emergence of commeicial capital indepen- 
dentlv of tendencies within the production 
system. Kelatedly it clarifies the nature of 
dependence that arose. While sale could in 
fact be tied, even by legal contract, this did 
not make the weaver a wage-worker precisely 
because such contracts were explicitly related 
to sale of products 

C'ONC ILISION 

Emergence of capitalist relations of pro¬ 
duction, covergence of small and large, 
household and factory, was mirrored m the 
characteristics of the labour force: the 
gradual development of proletarian identity 
from out of caste or familial affiliations. 
Organised labour first appeared in the 
Bombay-Deccan and Malabar Widespread 
wage-cuts, in Bombay especially, around the 
time of the depression, encouraged forma¬ 
tion of collectives. The late-thirties in 
Malabar and the early forties in Deccan were 
periods ol unrest. A 1937 Malabar strike in¬ 
volved 3,000 handloom workers. A threaten¬ 
ed wage-cut in Sholapur led to a series of 
strikes affecting 200 karkhanas. More often, 
however, demands centred on implementa¬ 
tion of specific clauses of the Factories Act. 
The Deccan weavers were only partially suc¬ 
cessful in this endeavoui 

Continuous changes in the labour process 
imposed a constraint on the success of col¬ 
lective movements. A consequence of wages 
being fixed by contiact was that prices of 
products became a function of material 
costs. This may have induced, in non-cotton 
in particula', diversification into inferior 
substitutes often ahead of actual changes m 
prefetences. The new products, being more 
standardised, wc-e less skill-intensive; in 
noncotton, synthettes compared to pure silk, 
in cotton, greys compared to finished fabrics 
and in both, piece goods compared to 
garments. The last two were developments 
since the fifties. 

What could be the possible consequences 
of deskilling? Skill intensity and product- 
differentiation, according to generations of 
crafts-historians, formed the very basis of 
the survival of handlooms. This basis was 


now being replaced by another, exploitation 
of cheap labour. Not the simple commodity 
producer, but his very antithesis, the fac¬ 
tories ensured survival by exploitation of 
cheap labour. It is this reorientation from 
quality to cost of labour, a process that rein¬ 
forces itself through product-structure ad¬ 
justments, that defines the contradiction in 
the situation of the handloom powerloom 
worker in recent times. 
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Notes 

(The paper forms part of a larger study under 
preparation. I have benetiled trom discussions 
with Sanjay Kumar whose ongoing project on 
powerlooms has been a source of inspiration. 
I wish to thank Sumit Guha, Mihir Shah, 
Raman Mahadevan and Mridul Eapen for their 
comments on a draft.] 

1 Attributing survival of handlooms to 
weavers' capacity to accept lower wages is 
a familiar argument. For a formal statement 
in the context of Chinese crafts, see Chao. 
For nineteenth century India, the argument 
appears in Specker. Morris (1982) assumes 
depressibility of craftsmen’s wages. Among 
contemporary sources, sec BEIEC, pp 
98-100. Alternatively, survial is also explain¬ 
ed by an argument about markets. Engli.sh 
textiles could not displace handlooms 
because cloth consumption, both aggregate 
and per capita, expanded rapidly since the 
early nineteenth century accordinng to Mor¬ 
ns (1968), and Baker. See C J Baker. An In¬ 
dian Rural Economy. 1880-1955, New Delhi, 
1984; Morns D Morris’ contributions in In¬ 
dian Economic and Social History Review, 
.lanuary 1968 and in the Cambridge 
Economic History of India, Vol II, Cam¬ 
bridge, 1982; Kang Chao, The Development 
of Colton Textile Production in China, 
Cambridge, Mass, 1977. On tendencies 
within handloom weaving also see A K 
Bagchi, Private Investment in India, Cam¬ 
bridge, 1972, Section 7.1 and ‘Dein¬ 
dustrialisation in India in the Nineteenth 
Century: Some Theoretical Implications’ in 
Journal of Development Studies, 1977. 

2 Michael J 1\vomey, ‘Employmenl in Nine¬ 
teenth Century Indian Textiles’ in Explora¬ 
tions in Economic History, Vol 20, No 1, 
January 1983 and Reports of Bombay 
Millowners’ Association. 

3 Oversimplified frameworks, usually at- 
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tempts to situate the transition in the in¬ 
dustrial revolution sequence, were also 
available and reinforced the gap. See, for 
instance, ITBS, 1933, Report, pp 103-4, 

4 Writings on Ernest Havell, George Bird- 
wood, T N Mukharii, Ananda Coomara- 
swamy belong to this school on which prc- 
Raphelite influence was considerable. 

5 Madras. 1954, ILO, p 49: TEC, Appendices. 

6 The evidence on silk in Bombay clarified 
the notion of independence. It involved 
freedom ot sale to whichever party the 
weaver wished, presence of short term debts 
and impermanence of contracts: the weaver 
depended on the sowkars ‘only to the ex¬ 
tent of that yarn’. ITBS, 1935, Oral 
Evidence, p 271. The ambiguity involved in 
classifying a household weaver who has 
freshly lost his independence was reflected 
in a debate that arose over the term bargain¬ 
ing. It was settled that most of the weavers 
(of Surat) were excluded from bargaining 
over price or quality of raw materia) ad¬ 
vanced to them but, in fact, bargained 
about their wages. ITBS, 1940, Oral 
Evidence, p 366. 

7 The very formation of the Sangh was due 
to initiatives of bigger karkhanadars who 
wanted to prevent enforcement of the Fac¬ 
tories Act, The idea may have been to 
preempt similar initiatives from wage¬ 
workers. But the Sangh also, ‘thought it fit 
to co-opciate, when necessary, with the 
handloom workers’ union’, Kakade, p 89. 

8 Narayanaswami Naidu’s sample survey 
(1947), between FFC (1940) and Madras, 
1954, showed an increase in the proportion 
of independent weavers. Madras, 1948, p 8. 
To some extent the independent-dependent 
ratio was .sensitive to the difficulty involv¬ 
ed in obtaining yarn. The early-tiflies were 
years of yarn-rationing. 

9 Venkatramari, p 62 and PBEC, Madras, pp 
362-5. Reference is to Madura. 

10 Venkatraman, p 181 and Census, 1961, Aizn- 
chipuram Silk, pp 29-30. 

11 Mines, pp 107-20, passim. Inter-caste wage- 
employment might have been a 
generalisable characteristic. TEC supplies 
several instances. Also, labourers in Surat 
handloom and powerloom factories were 
mostly ’Mahomedans. Harijans and other 
backward class people’, A B Trivedi, Pom 
War Gujrat, Bombay, 1949, p 450. In 
Madras ‘the majority of the nonhereditary 
weavers arc first employed as Korvai 
assistants for low wages’. Census, 
Hand looms in Madras Slate, p 110. 

12 ‘The small and cottage industries of the pro¬ 
vince (Bengal) depend largely on the accom¬ 
modation granted by indigenous bankers. 
The accommodation sometimes assumes 
the form of the loan of raw materials to the 
borrower on a definite understanding that 
the finished articles will be delivered at a 
favourable price to the moneylender who 
may happen to be a trader himself! 
Memorandum of Bengal National Chamber 
of Commerce and Industry to PBEC, 
Bengal, p 386. 

13 ITBS, 1940, Oral Evidence, p 616, emphasis 
added. This statement intended a contrast 
between Bengal on the one hand and 
Bombay, Hyderabad, Punjab on the other 


where wage employment was extensive. 

14 As long as the mahajan's hold lasts, ‘there 
is little likelihood of the handloom industry 
being organised by capitalists’, Bengal, 1940, 
P 4. 

15 ITBS, 1940, Oral Evidence, p 692. Fixed 
payments resembling wages were, in fact, 
not uncommon in Bengal. Such payments 
were called ‘bani’ and were counterpart of 
‘dadan’ in cultivation—literally an advance 
on the price of the product. Despite being 
a fixed advance, bam did not preclude 
bargaining on price, nor was it fixed bet¬ 
ween rounds. This flexibility presumably en¬ 
sured that the weavers could sometimes 
‘successfully resist any attempt at 
"sweating” by the mahajans’. 

16 Bengal. 1937, p 87: Bengal, 1940, p 19. Un¬ 
fortunately altogether too little is available 
on the first handloom factories of Bengal. 

17 ITBS, 1940, Oral Evidence, p 735. 
Dominance of finance capital could be 
found in pockets outside eastern India. 
Thus, in Pune, where the silk industry suf¬ 
fered a noticeable decline in the thirties, 
much greater involvement of moneylenders 
was reponed than was the case in the other 
towns of Bombay-Deccan. A representation 
from Pune artisans was unique in its de¬ 
mand for legislation regarding interest rates. 
I IBS. 1940, Written Evidence, p 109. 

18 Uitifi, pp 9, 41: 1TB.S, 1935, Written 
Evidence, pp 283-84: PBEC, Punjab, Vol II, 
p 546. 

19 PBEC, Punjab, pp 948-950. Reference is to 
Multan. 

20 ‘Many of the Karkhanadars have become 
big merchants’, ITBS. 1940, Written 
Evidence, p 719. 

21 FFC, p 79 and Sholapur Handloom 
Weaver’s Enquiry Committee, p 4 

22 Kakade, Table 10; ITBS, 1935, Written 
Evidence, Appendix X of Evidence of 
Hyderabad Government. 

23 About 1918, the Devangas of Salem work¬ 
ed without interference from professional 
merchants. Weavers’ control on yarn supply 
was precisely the reason why early attempts 
at selling up co-operative yarn stores did not 
succeed. The Saurashtras of Madura and 
Kumbakonam were as much a mercantile 
community as hereditary weavers. In the 
mid-thirties, Venkairaman identified cottage 
workshops with large-scale trade. Gazetteer, 
Salem, p 265: IIC, Evidence, Vol HI, p 138, 
Venkairaman. p 181. 

24 lie. Evidence, Madras, p 185. Chailerton 
observed in 1919, ‘There is a term... in¬ 
troduced of late years called the "master- 
weaver”. He anticipated the development of 
a specifically communal relation of produc¬ 
tion while considering the possibility that 
‘by training in special institutions... this class 
of master-weavers would be able to... in¬ 
troduce a kind of organisation among the 
weavers without actually starting a factory’. 

25 ‘The small workshop system... is a feature 
of that branch of the industry where strict 
supervision of the work is required’, 
Venkatraman, pp 66-8. 

26 In contrast, ‘the financiers of the cotton 
weavers are as a rule not master-weavers; 
and have not improved the craft in the 
slightest’. Gumming, p II. 


27 Mukherjee referred to producers who were 
interested in silk trade and were zamindars 
as well. There was one whom ‘other Mir- 
zapur weavers recognised as their master, 
as he was the means of introducing many 
improvements in the silk weaving industry 
of the Jangipur centre’, p 42 Sec also 
Bengal, 1929. p 142. 

28 Mukherji, p 67. 

29 The bigger managing agency houses in¬ 
terested in silk included Kettlewell Bullen, 
Shaw Wallace, Anderson Wright, George 
Henderson, Balmer Lawrie and a French 
firm Louis Payen. Silk represented the first 
round of withdrawal of colonial firms. 
Studies on withdrawal, however, do not 
seem to be aware of the developments in silk 
which anticipated the more visible process 
in the forties and the fifties. 

30 On this tendency, see ITBS, 1940, Written 
Evidence, p 414 and Oral Evidence, pp 669, 
689, 693, 700-02 and Memorandum of 
Bengal National Chamber, op cit. 

31 Bengal, 1929, p 8. Also, ‘the mahajans who 
control the industry practically are not well- 
informed and equipped enou^ to assist the 
weavers to adopt improved methods of 
weaving, commercial profits is their first 
concern’. Bengal. 1940, p 32. 

32 For a typical description, see PBEC, Pun¬ 
jab, pp 856-57. Reference is to Gurdaspur. 

33 Latifi, pp 53-54; ISUP, Lucknow, pp24-25, 
Fyzabad, p 27 and Benares; Census 1901, 
Punjab, Vol I. p 369; Badenoch, p 52 and 
ITBS, 1940, Written Evidence, p 717. In¬ 
debtedness in karkhanas had a particular 
character Workers took consumption loans 
and virtually bonded themselves. This in¬ 
strument was highly developed. This in the 
carpet factories of Amritsar an elaborate 
system of inforntal accounting had been 
evolved to ensure'tied labour. Often, owing 
to brisk demand for skilled labour, its func¬ 
tion changed and it became an instrument 
for bargaining between employers. 

34 Several instances of dissolution—reversal 
from factories to households—were sup¬ 
plied by ISUP, Chikan in Lucknow, for in¬ 
stance: see ISUP, Lucknow, p 23. 

35 Tariff Board, Woollen Ibxtiles, Evidence, 
pp 264-65. 

36 In Sholapur ‘the weaver is unwilling to join 
hands with any force seeking to curb the 
power of the employers to whom he is 
sometimes related’. Sholapur Handloom 
Weavers’ Enquiry Committee, p 37. 

37 ITBS, 1940, Written and Oral Evidence, 
passim: ITBS, 1935, Written Evidence, 
p 298. 

38 See, for instance. Maxwell-Lefroy and An- 
sorge, p 142. 

39 Sizing even earlier was done outside the 
family by hired workers. Sometimes mer¬ 
chants sized or specialist castes did or it was 
done on a communal basis. Thus, while 
concentration in warping reflected a prior 
breakup of the household, this process af¬ 
fected sizing less. Plain street-sizing could 
survive by sheer cheapening of labour. 

40 This was noticed quite early. Colebrook's 
report observed, ‘no apology can be offered 
for the peasants indifferently quitting the 
plough to use the loom and the loom to 
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resume the plough. Industry cannot be 
worse directed. Yet this practice is nowhere 
more prevalent..; H D Colebrook et at, 
Remarks on the Husbandry and Internal 
Commerce of Bengal, London, 1806. 
Mukherji reported the existence of many 
landowning silk weavers in the Malda- 
Murshidabad complex. The FFC found the 
percentage of part-time weavers m Bengal 
(23) and Orissa (40) significantly above 
those in Bombay (12), Madras (13) and 
Hyderabad (15). A decade later TEC 
reiterated the findings. 

41 Lenin found size of family and of family 
labour positively correlated with number of 
hired workers employed on an average. 
Development of Capitalism in Russia, 
Moscow, 1967, p 345. 
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Change, Development and a Theory of 

Social Science 


Amitabha Das Gupta 

The present paper is a metatheoretical or second order study on social change. It attempts to explicate the 
presuppositionst or foundations of social change. 

It has been found that the majority of theories of social change do not address themselves to the foundations 
of social change. They are ignorant about their own presuppositions. As a result most of them have become 
theoretically lopsided and the concept of social change has been identified by certain fixed patterns. These dif¬ 
ferent theories conceive change in mechanistic terms, i e, change is something that can be brought about by exter¬ 
nal agencies. That there are internal agencies of change has not been properly recognised in most of the cases. 

One of the major aims of this paper is to argue that notions like ‘change’ and ‘development’ as understood 
in the descriptive theory of social change, are essentially linked up with a positivist conception of science and 
scientific method. The paper makes a critical assessment of the positivist foundation of social change. 

Given this objective the present inquiry assumes the following argument-structure. The first stage of our inquiry 
is devoted to the methodological issues concerning social change. At the second stage we have tried to explicate 
the meaning of social change. On the basis of our explication we have tried to show the built-in shortcomings 
of a descriptive or mechanistic model and argued in favour of a comprehensive model of social change that leads 
to the concept of development as a key to the understanding of social change. At the final stage we have analysed 
the meaning of the term ‘development’ and have tried to show that a theory of social change is not just a description 
of change but that it should also be a judgment of change. 


THEterm ‘Social Change’, though a widely 
used term and an accepted theoretical 
vocabulary in sociology is nevertheless a 
highly problematic notion. It is problematic 
because it neither has any clear conception 
of meaning nor does it suggest any definite 
domain to which the term should be applied. 
‘Social- change’ as a concept is thus am¬ 
biguous both in its meaning and reference. 
The reasons for this ambiguity is of course 
partly explainable. One may argue that in 
the present context the ambiguity in ques¬ 
tion is the result of the complex character 
of the phenomenon itself. It is true that the 
phenomenon of social change is a notorious¬ 
ly vague area. To put it metaphorically, it 
refers to a landscape whose geography is 
highly complex and deceptive. It involves 
issues which are widely different and, hence, 
they fail to provide any single perspective. 
At a conceptual level this results into dif¬ 
ferent theories each of which seeks to under¬ 
stand the phenomenon of social change 
from its own .respective standpoints. This 
shows that since these theories are not based 
on total understanding of social change they 
cannot account for the complexities that 
exist at the empirical level of social change. 
In fact by social change people understand 
certain fixed patterns of development, such 
as, modernisation, technological progress or 
the mere rise of per capita income, etc. But 
the question that confronts us is how far 
social change can be identified solely by such 
fixed patterns of development. However, 
without going into the justification of these 
views one may hold that these views prime 
facie indicate a failure. It is a failure to 
achieve a total understanding involved in 
social change. A theory which fails to 
achieve the totality is by definition an inade¬ 
quate theory of social change. 


At this level what is pertinent is to make 
a distinction between a theory of social 
change and a phenomenon of social change. 
The distinction between these two however 
does not imply that they are mutually ex¬ 
clusive. On the contrary they form a system 
ot interrelationship so that understanding of 
one requires the understanding of the other. 
This understanding is achieved through 
theories, ideal types, constructs, etc. 
Theories are like networks through which we 
understand phenomenon and, they, there¬ 
fore, enter into our cognitive vocabulary as 
a via media between us and the phenomena. 
But this is only one aspect of the problem. 
A theory whatever autonomy it may enjoy, 
can never exist per se. It must have a foun¬ 
dation through which the elaborate theoreti¬ 
cal super structure emerges. If a theory is 
uprooted from its foundation or if it is not 
based on the proper recognition of the com¬ 
plexities of the foundation such a theory 
becomes metaphysically abstract, logically 
fancy and historically irrelevant. A theory, 
on the other hand, should not be separated 
from its foundation. In fact the study of 
foundation constitutes an important part of 
the theoretical requirement of an inquiry. 
This is a general methodological point which 
is particularly significant in the context of 
social change. A theory of social change 
must be based on a proper understanding 
of what constitutes the foundation of social 
change. However, it has been found that the 
majority of theories of social change do not 
address themselves to the foundation of 
social change. They are ignorant about their 
own presuppositions. As a result most of 
them have become theoretically lopsided and 
the concept of social change, as remarked 
earlier, has been identified by certain fixed 
patterns. These different theories conceive 


change in mechanistic terms, i e, change is 
something that can be brought about by ex¬ 
ternal agencies. That there are internal agen¬ 
cies of change has not been properly recog¬ 
nised in most of the cases. This calls for a 
new theoretical awareness and a new theo¬ 
retical approach to soaal change. In this new 
theoretical approach the meaning of social 
change must incorporate our ideals, a goal, 
or in other words, an ideology. A theory of 
social change, thus conceived, is not meant 
to be a mere description of change but also 
a judgment on change. That is to say, the 
phenomenon of social change should be 
seen both in descriptive and prescriptive 
terms. 

The suggestion that a theory of social 
change is both a descriptive and a prescrip¬ 
tive theory will indeed be in direct conflict 
with the accepted norm of the positivist 
philosophy of science which holds the non- 
derivability of ought from is and, therefore, 
the separation of value from science. The 
question which arises it as follows: On what 
grounds can a theory of social change which 
is a scientific theory incorporate values in 
its foundation? In fact the very position that 
a theory is both descriptive and prescriptive 
is methodologically anomalous. So it Is 
argued that a theory of social change on a 
methodological ground can never incor¬ 
porate a prescriptive element in Hs content. 
Against this positivistic stand a new defence 
is required to our proposed view. One of the 
major aims of this paper is to argue that 
notions like ‘change’ and ‘development’ as 
undorstood in the descriptive theory of social 
change, are essentially linked up with a 
positivist conception of science and scienti¬ 
fic method. The present paper will make a 
critical assessment of the positivist founda¬ 
tion of social change, i e, to explicate the 
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meaning of social change Given the stated 
objective the present inquiry assumes the 
following structure The first section is 
devoted to the methodological issues con¬ 
cerning social change. An elaborate argu¬ 
ment has been given to show that our pro¬ 
posed view of social change may be envisag¬ 
ed and defended on the basis of a new con¬ 
ception of social science. In the second sec¬ 
tion, we have tried to explicate the meaning 
of social change. On the'basis of this explica¬ 
tion we have tried to show the built-in short¬ 
comings of a mechanistic or descriptive 
model and argued in favour of a comprehen¬ 
sive model of social change that leads to the 
concept of development as a key to the 
understanding of social change. In the third 
or final section we have analysed the mean¬ 
ing of the term ‘development’ and have tried 
to show that a theory of social change is not 
just a description of change but that it 
stinuld also be a judgment of change. 

I 

The Paradigm and llh 
Prosupposltions 

As stated earlier in this section we will be 
chiefly concerned with some of the 
methodological problems involved in theory 
of social change. The discussion of this will 
establish that a descriptive or mechanistic 
theory of .social change presupposes an 
underlying framework that does not allow 
a comprehensive understanding of social 
change. As a result the descriptive theory 
qua theory becomes highly inadequate 
because it cannot account for the totality 
involved in social change. This calls for an 
alternative* framework. 

A cursory observation will make it evident 
that at a methodological level a theory is 
determined to a great extent, by its underly¬ 
ing framework or presuppositions and thus 
there exists a close connection between the 
framework, the theory and the data. The pic¬ 
ture that emerges is that the theory is deter¬ 
mined by its framework and in turn the 
theory interprets the data in accordance with 
Its own logic. Note, that alternatively a dif¬ 
ferent underlying framework will give rise 
to a different theory and thus the data con¬ 
cerned will be interpreted accordingly. It is 
a common place observation in the post- 
Kuhnian philosophy of science that a theory 
allows the observers to sec only that which 
the theory directs him to see and conse¬ 
quently rules out the other interpretation of 
the data. As mentioned earlier a theory of 
soctal change also follows the same pattern 
and if judged accordingly a descriptive or 
mechanistic theory of .social change may be 
shown to be inadequate on its basic metho¬ 
dological ground, i e, on the ground of its 
underlyttig framework. The main objective 
of the present section is to establish this 
argument so that it will prepare the ground 
for further discussion on the concrete no¬ 
tions like ‘change’ and ‘development’. 

In us very conception and formulation the 

‘ji. 


descriptive theory of social change is in¬ 
fluenced and motivated by certain dominant 
conceptions of social science. They provide 
and constitute the underlying framework of 
a descriptive theory. The following are the 
chief features of this framework. First, the 
hard-data approach m social science. The 
social scientists think that the data which 
they should look for must be concrete, obser¬ 
vable and quantifiable. The second is the 
lack of paradigm awareness in social science. 
It is a belief among the social scientists that 
the unidirectional, causal model of natural 
science should be accepted as the paradigm 
for their inquiry. This motivates them fur¬ 
ther to offer a concept of subject-neutral ex¬ 
planation which essentially means that ex¬ 
planation in social science is no way different 
from explanation in natural science. It is 
argued that the model of explanation con¬ 
ceived in natural science is an ideal model 
and, therefore, it should be accepted in social 
science too. Finally, these together give rise 
to the myth of a pure theory in social science. 

Our task is now two-fold. First, we have 
to indicate in what sense the descriptive 
theory of social change has been influenced 
by the underlying theory of social .science 
that constitutes its framework. Second, a 
methodological question: How far this 
underlying theory of social science is 
justified for the purpo.se of understanding 
and studying social reality? We will first take 
up the second question because a discussion 
of the second is essential for the discussion 
of the first. Depending on our answer to the 
second the problem raised in the first will 
be elaborated. 

The discussion concerning the justifica¬ 
tion of the theory of social science presup¬ 
posed in the descriptive theory of social 
change is basically related to that concern¬ 
ed with what constitutes the subject matter 
of social science. This may be discussed 
again in two successive phases. The first is 
concerned with the nature of social reality, 
viz, the meaning constitutive character of 
human action and the second is concerned 
with the two basic constituents of this 
phenomena, viz, the intentional and the rule 
matrix of human action. These two together 
will define what constitutes the subject 
matter of social science. 

NATURh Oh Social Reai ity 

We start with a basic dilemma: Is social 
science the study of the intentional actions 
of men in terms of their purposes, values 
and goals? or is it the study of the unintend¬ 
ed consequences or patterns of human 
behaviour? In other words, what is the data 
which the social scientists should seek to ex¬ 
plain? The theoretical issues involved here 
are complex and, to offer a detailed account 
will be well-nigh impossible. Hence we 
would like to give only an impressionistic ac¬ 
count of some of the basic insights involved, 
so that the significance of it can be seen in 
the context of the present inquiry where the 
central concern is to understand the pheno¬ 


menon of social change. 

A principal methodological debate in the 
contemporary social sciences evolves around 
the primary factor which explains human ac¬ 
tion. It is over this question that the con¬ 
troversy between meaning and cause starts, 
i e, whether meaning or cause is primary in 
the explanation of human action. 

The social scientists of the positivist tradi¬ 
tion being influenced by the natural science 
model, find that the question of meaning 
cannot be accounted for in a scientific 
model. For them the trouble with meaning 
is that it IS not amenable to empirical 
verification. So in order to make their in¬ 
quiry scientific they reject the question of 
meaning and declare that one should ‘treat 
social facts as things'. Es.sentially what they 
mean is that the facts of the .social world 
should be treated in the same way as the 
facts of the natural world And the method 
by which to study these facts should be the 
same as the methods applied to natural 
science. Hence the task of the social scien¬ 
tists like that of the natural scientists will 
be to explain social phenomena by subsum¬ 
ing It under general laws. These laws are 
meant to explain the empirical facts in the 
social world and to show how these facts are 
causally related to each other. 

Explanation in social sciences, thus con¬ 
ceived, is simitar in concept and structure 
with explanation in natural sciences I his 
establishes a unity in methods which is 
known as methodological monism in the 
positivist philosophy of science. In accor¬ 
dance with this ideal a model of explana¬ 
tion, as Hempel (1948) offers, exhibits a 
deductive pattern which assumes the follow¬ 
ing relationship: a statement asserting what 
is to be explained is shown to be logically 
deducibie from the statement asserting the 
antecedent conditions along with certain em¬ 
pirically verifiable general laws. This pattern 
IS true not only of scientific explanations but 
it is true at ail levels including at the level 
of common sense. Thus, for example, a sim¬ 
ple case like the falling of a slate off my roof 
is explained with the help of a general law, 
i c, the general law of gravitation along with 
the antecedent condition that the slate was 
unsupported. The same deductive method 
can be applied to other domains of explana¬ 
tion, such as, explanation of historical events 
like the outbreak of the French Revolution. 
The occurrence of the French Revolution can 
be deduced jointly from the statement con¬ 
cerning the conditions preceding the revolu¬ 
tion and the statement of the appropriate 
laws. 

In this ideal model of explanation all sub¬ 
jective factors, such as goals, values, etc, are 
ruled out. The task of the scientists is to 
explain facts belonging to the respective 
domains of their inquiries. In their attempt 
if they follow the Hempelian procedure, as 
suggested above, the conclusion they will 
draw has to be objective. The objectivity of 
the conclusion is ensured by the very pro¬ 
cedure itself. The goal of explanation is to 
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indicate the conditions of what is being ex¬ 
plained. Hence, explananda will be shown 
to be derived from those conditions in ac¬ 
cordance with empirically validated laws. 
Quite qaturally, in this kind of inquiry there 
will be no room for value judgment. Even 
if any disagreement arises in the midst of 
the investigation it would have nothing to 
do with value que.stions. It would only in¬ 
dicate lack of proper knowledge regarding 
the relevant laws. It is true that absolutely 
universal laws may not be always available 
in social sciences and in that case differences 
in judgment are bound to occur. But these 
difterences, as the claim goes, do not show 
the presence of any value judgment. On the 
contrary they are described by Hempel (1959) 
as the inductive estimates of probability. 

At this point a discrepancy arises—a 
discrepancy between the ideal of explana¬ 
tion, as staled in the po.sitivist philosophy 
of science, and what the social scientists of 
diverse persuasions are actually doing. The 
precise nature of the problem is that to state 
an ideal of explanation is one thing and to 
assess that how strictly it can be applied to 
the actual working of the social scientists is 
another. In fact, to talk of universal laws and 
the attempt to subsume human actions 
under it is alien to what is practised in social 
science. Hempel (1959) realises this and, 
therefore, .suggests certain modifications in 
the basic model. His suggestion is two-fold. 

1 irsi. a theory may not be able to olfer a 
scienlifically warranted explanation (it only 
otters what Hempel calls “explanation sket¬ 
ches”) but can .still be regarded as scientific 
provided it is guided by the scientific ideal. 
Second, there are cases in natural sciences 
where universal laws and deductive relations 
are not so easily obtainable and instead they 
are replaced by probability hypotheses and 
inductive relations. In such cases the only 
laws available are the statistical laws. Ex¬ 
planation in social science may be thus 
regarded as conforming to the latter type 
which is, of course, a weaker version of the 
scientific model. 

Our reaction against the positivist theory 
of social science including its modified ver¬ 
sion is that it does not do justice to the ac¬ 
tual practice of social science. A theory that 
advocates essential meaning of explanation 
a priori without taking account of the man¬ 
ner in which the phenomena is explained in 
the discipline concerned stands on a highly 
questionable ground (Dray; 1964). Hence, 
the positivist theory ignores the complex 
character of social phenomena and thereby 
fails to understand the fact that the 
methodological difference between social 
and natural science is unresolvable at a fun¬ 
damental level. Instead of finding out the 
actual meaning involved in human action the 
positivist philosophers have tried to explain 
action by subsuming it under general or 
statistical law. As a result positivism as a 
social theory becomes trivial and the ex¬ 
planation it offers is self-defeating if not 
vacuous. In the following we will try to show 


the self-defeating character of positivist 
theory of social explanation. 

A careful ob.servation will show that 
despite their repeated denial of meaning, 
positivists philosophers cannot make 
themselves free of the problem of meaning 
in social sciences. The reason is that one 
cannot ignore the meaning constitutive 
character of social phenomena. Durkheim 
(1952) for example, in his study on ‘suicide’ 
rejects any kind of subjective meaning which 
the word ‘suicide’ might have to an in¬ 
dividual. Durkheim views suicide as ‘thing’ 
and thus treats it as independent from in¬ 
dividual will. He attempts to define suicide 
rate on the basis of statistics and shows that 
it is an objective social fact which can be 
causally explained by other social fact But 
in spite of this he implicitly accepts the 
mcaiiing permeated character of various 
data involved in the explanation of suicide. 
As it has been pointed out convincingly by 
Filmer et al (1972): 

despite the claim by Durkheim that subjec¬ 
tive meanings are lo be ruled out of his ac¬ 
count of suicide, It becomes clear that his 
analysis is permeated at every level by mean¬ 
ings supplied to make sense of the data 
Moreover, these meanings are not themselves, 
part of the data under investigation (which 
would be a requirement of his methodolo¬ 
gical rationals) but are, rather, drawn from 
his own common sense understanding of 
every day social experience. 

This observation shows that the attempt to 
get rid of meaning is an impossibility. For 
a theory to talk about man and society it 
necessarily requires to refer explicitly or 
implicitly the idea of meaning. 

The inability to handle properly the con¬ 
cept of meaning poses a dilemma in positi¬ 
vism, i e, a dilemma between meaning and 
verification, or, between being scicntilic and 
unscientific. The path that is open before the 
positivists now is, either to accept the notion 
of meaning and thereby to give up the notion 
of empirical verification, oi be scientific 
without being con.sistent. 

Consequently, in the positivist tradition 
attempts have been made to resolve this 
dilemma. The authors of this tradition try 
lo accommodate the problem of meaning in 
their conceptual framework . But these ef¬ 
forts do not improve the situation. Because 
they do not go to the crux of the problem. 
In their attempt, the posilivists try lo in¬ 
troduce the notion of meaning on the basis 
of indirect verification, i e, assimilating the 
notion of meaning into those concepts which 
are themselves verifiable. Rudner (1966) for 
example, tries to show that there is a con- 
comiunt relationship existing between 
meaning and overt behaviour that is em¬ 
pirically testable. So the notion of meaning, 
as he argues, can be verified in terms of overt 
behaviour. In other words, “all that is re¬ 
quired for scientific validation of the rele¬ 
vant hypothesis is that some observable state 
of affairs be a likely concomitant of the 
value phenomenon in question...’’ (Rudner: 


ibid: 80). Though Rudner’s aitempi appears 
to be a new defence lo meaning iv not really , 
a defence It gives mcamne a dci native 
sialiis Accordingly a soci.il ptieiumienon 
will be meaningliil it il can be expressed in 
causal teims, i e, meaningfiilncss ol social 
phenomena has become eo-exiensive with 
ilic concept of causality. In the tollowing we 
will examine lo what extent this alleged 
equation between meaning and causality is 
possible. 

In the classical Humean formulation there 
are three distinctive features that exist in 
causal explanation. First, a causal explana¬ 
tion establishes a contingent and external 
relation between two events. Secondly, in this 
relationship cause must be temporally prior 
to the effect. Thirdly, in a causal lelation- 
ship there occurs a constant conjunction bet¬ 
ween cause and effect, so that the whole 
chain can be expressed in the form of' if P, 
then 0 No doubt this model of explanation 
IS valid when it is applied to explain natural 
phenomena, such as, explaining heat by the 
random motion of the molecules or lightning 
by electricity. But the model, howsoever 
elegant it may be, cannot be universally ap¬ 
plied, It is severely limited when applied to 
explain human action. We will biietly show 
in what sense a causal model is fundamen¬ 
tally problematic when applied to the area 
of human action. 

In the positivtst model the clement that 
IS taken lo be the cause of human action is 
Its motive which can be cither physiological 
Ol psychological. By definition, motive is 
something which is indeperidenl of, and 
temporally prior to, the action ot which it 
is held to be the cau.se Thus, for example, 
an explanaloiy statcincnt like: ‘A scienti.st 
killed his fellow scientist because he was 
jealous of him’ implies that being jealous 
IS a motive, i c, a mental slate and il is the 
cause of the consequent ticiion, i e, killing 
some one. These two, as it is claimed, are 
contingently related. I his influential view, 
needless to say, undeigoes dif fetent modifi¬ 
cations and improvements. One of the recent 
formulation of il is found in Donald David¬ 
son (196)) in his view on mental causation, 
i c, beliefs and wants ate causes of action. 

This sort of explanation in spue of Us ap¬ 
parently convincing charactei has been pro¬ 
ved to be wiong 1 he pnma Jaae rca.son is 
that the relationship between moiive and ac¬ 
tion is not contingent and external, but is 
meaningful. That is lo say, the relationship 
between motive and action is conceptual or 
logical It is a pai t of the meaning of being 
jealous that .some one is liable to kill his col¬ 
league. The lesuliant aciion (i e, killing of 
one’s collcitgue) is conceptually lied up with 
the motive (i e, being jealous). The motive 
of an action is an interpretation of what the 
action is and thus they aic not two discrete 
phenomena. 

Secondly, there is no sense to talk of 
motive as being temporally prior to action. 
Any question regarding the temporal priority 
of motive over action i.s not an intelligible 
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question. We never ask; When did he start 
being jealous? A motive, as we have said 
earlier, is meant to interpret an action. Thus 
a motive is a method for making an action 
intelligible. 

Finally, the constant conjunction of cause 
and effect of the form: if P then Q, is not 
applicable when we explain human action. 
We explain this point in terms of the follow¬ 
ing example. 1 ask, ‘Why do you look so 
sick?' and you reply ‘Because 1 did not have 
sleep last night’. Notice that your reason for 
being sick is not of the above form; if P 
(being sick) then Q (didn’t have sleep in the 
last night) since there can be any number of 
reasons for which one may be sick on dif¬ 
ferent occasions. When I give reasons for my 
actions I assume a context not a cause within 
which the whole thing becomes meaningful. 

In the above I have tried to show in a brief 
way how the causal model becomes inappli¬ 
cable for explaining human action. As a 
matter of fact, in ordinary conversation, 
when we look for a cause of an action what 
we really look for is a reason or intention, 
not a Humean cause. Thus, for example, 
•Why are you so happy?’—‘Because I am go¬ 
ing to Delhi to see my wife', does noi express 
any causal sequence. It expresses one’s 
reason for being happy Thus the sequence 
which we ordinarily take as causal is not real¬ 
ly causal. It is, as Berger and l.uckmann 
(1966) would say an impheii veision of com¬ 
mon sense theorising. 

INTENTIONAI MATRIX 

The above analysis shows that the mean¬ 
ing constitutive character of human action 
cannot be understood in terms of event- 
language and, therefore, it defies any form 
of causal explanation. This shows that ac¬ 
tion cannot be reduced to event on the 
ground of meaning. But this is not enough. 
It only establishes a methodological point. 
What is required now is to define the nature 
of meaning-constituted action and the ele¬ 
ments involved in it. Accordingly, the idea 
of meaning-constituted action may be defin¬ 
ed as being intentional and rule-governed. 
That is to say, an action is performed with 
a view to achieving a particular purpose and 
it is [lerformed in accordance with some 
rules. The term ‘intentional’ used here 
should be understood as a cluster term which 
includes such diverse elements lHte agent’s 
conception of values, the purposes he wishes 
to achieve in acting, his evaluation of the 
facts of the situation, his knowledge of 
means that might be adopted, etc. Notice, 
that all these are ngn objective and non- 
eventual elements- and their very nature is 
such that they resist any kind of extensional 
representation which the behaviourist philo¬ 
sophers like Quine (1960) suggests. 

These elements constitute what may be 
described as the intentional matrix or what 
von Wright (1971;7) called “the semantic 
dimension of human behaviour”. Explana¬ 
tion of human action requires the discovery 
of this intentional matrix of the agent which 


the action as a whole expresses. This shows 
that there is a necessary relationship involved 
between the intentional matrix of the agent 
and what the agent does which renders his 
action understandable. In other words, the 
intentional matrix provides the reasons for 
agents doing what he did and when a social 
scientist discovers this he may claim to 
understand the action. Hence, it may be said 
that understanding the intentional matrix 
may be taken as one of the primary theore¬ 
tical requirements of social science. 

In continuation with this it is further 
argued that for achieving this understanding 
the social scientists must rethink and re¬ 
enact the agent’s conceptual or intentional 
framework in his own mind (Collingwood; 
1956, Oakeshott; 1933, Dray: 1958). It is evi¬ 
dent that the nature of this understanding 
is radically different from the nature of 
understanding obtained in natural sciences. 
In the literature this mode of understanding 
IS described as empathetic or projective ac¬ 
count of understanding to which we will 
come after a short while. Note, that the em¬ 
pathetic understanding is primarily meant 
to be a methodological principle which 
works as a clue to the understanding, and 
hence, explanation of human action. Fur¬ 
ther, this explanation in contrast to causal 
explanation may be said to be a rational ex¬ 
planation, meaning thereby, that it tries to 
make explicit the rationale, not the cause of 
the action. Thus, instead of referring to the 
psychological law it appeals to the criterion 
of inielligihiliiy. 

RULE Matrix 

111 addition to intentional matrix the no¬ 
tion of rule-following, as we have mentioned 
earlier, is another^co- ordinate of human ac¬ 
tion. Actions are meaningful because they 
arc performed according to certain rules. We 
give meanings to our actions and for others 
what matters is to see whether such actions 
are rule-following behaviour or not. There 
are two chief features associated with the 
notion of rule-following. First, the rules that 
govern human actions are also construed as 
criteria for assessing human actions. Second, 
the relationship between rule-following and 
making behaviour intelligible both to one¬ 
self and to others is conceptual because the 
connection between the two is that of mean¬ 
ing. To borrow an example from H L A Hart 
(1961) the connection between the traffic 
light turning red and the car stopping is said 
to be conceptual because the rule that 
governs our behaviour on the road implies 
that a red light means stop. This^connection 
cannot be causally explicable as,in the case 
between the nimbus cloud and rain. 

The next point that we would like to bring 
in is that since social phenomena are inten¬ 
tional their identity depends upon the con¬ 
cepts and self understanding of the actors. 
A social scientist in order to explain a par¬ 
ticular behaviour has to use the actor’s 
frame- work. The reason for this can be bet¬ 
ter understood if we compare it with natural 


phenomena. The connection between con¬ 
cepts and social phenomena which they 
designate is fundamentally different from 
that of the concepts and the corresponding 
natural phenomena. In the natural sciences 
the concepts are used only to describe and 
explain reality whereas in the social sciences 
the concepts themselves partially constitute 
the reality we study. As Winch (1958:125) 
argued, something can be regarded as ^rda’ 
when the actor already have the concept of 
order, such as, the concept of obedience 
authority, etc. In the natural science, the 
situation is different. A nat|Ural event like 
lightning is the ssune whether it is concep¬ 
tualised as expression of Zeus’s anger or an 
atmospheric discharge. 

At this juncture the question that may be 
most pertinently raised is: How do we know 
social phenomena? Like the previous case 
here also the significance of this question 
may be discussed in the light of the parallel 
question, namely, how do we know natural 
phenomena? It is only on the basis of such 
a discussion that the distinctive character of 
the way we knew social phenomena can be 
brought out. 

The difference between natural pheno¬ 
mena and social phenomena can be brought 
out in terms of the two modes of knowing, 
i e, knowledge through observation and 
knowledge through understanding. While 
knowledge through observation is more ap¬ 
propriate for .the physical phenomena, 
knowledge thrqugh understanding is appro¬ 
priate for social phenomena. The nature of 
the knowledge about physical phenomena 
is such that it is nomothetic. The reason is 
the sentences referring to regularities in 
nature (i e, universal hypotheses) invariably 
go beyond mai^s factual knowledge about 
regularities which have already been ex¬ 
hibited in nature This essentially means that 
natural sciences seek to study the regularities 
in nature which are independent of man’s 
knowledge 

In contrast to the notion of regularity the 
notion of rule as mentioned earlier, is basic 
to the understanding of social phenomena. 

The distinction between rule and regulari¬ 
ty is associated with the notion of normativi- 
ty and non-normativity. Intentional beha¬ 
viour is normative and can be understood 
only theoretically. An instance of behaviour 
becomes meaningful (i e, orderly) with res¬ 
pect to some rules; in other words, rules and 
behaviour are interdependent concepts. 

An important epistemological conse¬ 
quence that follows from this discussion is 
that in the realm of social scientific enquiry 
the subject-object' dichotomy cannot be 
rigidly maintained. In a cognitive situation, 
there does not necessarily exist any gap bet¬ 
ween the subject and the object. Thus, if I 
see an object and thereby know it as an ob¬ 
ject, my recognition of it is based on some 
relationship involving me, the subject and 
that which I see. Consequently, the status 
of an object is not something out there, a 
part of an alien world, but on the contrary 
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it is defined within a field, a network or what 
Wittgenstein calls ‘conflguration’ in which 
an object is constituted and related with 
other objects. 

We do not perceive the world per se; but 
we perceive it essentially as a semantic field 
within which all our activities are defined. 
For example, the natural properties of iight 
and physiological properties of perceptual 
otgans themselves cannot determine a colour 
language and a colour experience, nor our 
biological nature alone can determine our 
sexual lives. All these become meaningful 
only within a structure which is the connec¬ 
ting principle of a large number of social 
meaning. 'Tlie kind of structural relationship 
which I am talking of is different from the 
notion of structural pattern that a physicist 
or a biologist is looking for. The notion of 
structural pattern in the natural sciences is 
a part of regularity exhibited in nature, 
about which empirically testable causal 
hypotheses ate; formulable. Whereas in the 
social sciences the structural relationship 
presupposes a meaning const ituted/orm of 
life within which the subject and the object 
both interact. 

lb sum up, the above discussion establishes 
the following four interrelated theses that de- 
fend>a new conception of social science 

First: the subject matter of social science 
to put it negatively, is not the study of 
unintended consequences of human beha¬ 
viour but affirmatively, the intended conse¬ 
quences of human action in terms of their 
values, goals and purposes. 

Second: given this affirmative nature the 
most appropriate task for the social scien¬ 
tists will be to explicate the meaning of 
human action which defies any causal 
analysis. This distinguishes the method of 
social science from the method employed in 
natural science and thus shows the untena- 
bility of the positivist thesis, viz, methodolo¬ 
gical monism. 

Third: the two co-ordinates of meaning 
constituted actions are intentional matrix 
and rule matrix. For a theory to understand 
human action is to understand these two 
conditions. 

Fburth; the mqjor epistemological conse¬ 
quence of this theoietica! position is that it 
doa not maintain the traditional dichotomy 
between subject and object. Instead it 
assumes an interaction between subject and 
object that creates a semantic field which 
deflnes the subject matter of social science. 

Our next task is to relate this discussion 
with the present problem of the paper. In 
this respect an aigument will be given to 
show that a descriptive theory of social 
change assumes an underlying framework 
that can be identified with the positivist 
theory of social science. Along with this it 
will be further argued that the fallacy in the 
descriptive theory is largely due to the fallacy 
in the framework itself. Alternatively, the 
newly defended conception of social science 
can be shown 'to provide a framework that 
will give rise to a new theory of social 
change. 


Understanding of Social Change and 
Observation of Social Chance 

A theory of social change must recognise 
in its foundation, first, the autonomous 
character of social science and second, the 
nature of data which it seeks to explain. In 
the light of these considerations we distin¬ 
guish understanding of social change from 
observation of social change These two may 
be regarded as the two modes of knowledge; 
i e, the two epistemic modes that determine 
the two types of theories of social change 

A theory which does not accept the com¬ 
plex character of understanding involved in 
social change presupposes the positivist view 
of social science lliese positivistic presup¬ 
positions constitute the underlying frame¬ 
work of a descriptive theory based on the 
observation of social change. 

The major feature of the descriptive 
theory is that it solely relies on the surface 
structure or the observable aspects of social 
change. These observable aspects are the 
data which the descriptive theory explains. 
In its theory constructions it derives its basic 
inspiration from both physical and biolo¬ 
gical facts about human nature. The evolu¬ 
tionary model in biology, the instinctive 
theory of social life in psychology, the 
organic model in physical sciences, etc, pro¬ 
vide facts to which the descriptive theory 
appeals for the purpose of explaining and 
directing social change. In this way, as we 
have claimed, the phenomenon of social 
change can be explained objectively. The 
reason is the statements comprising the 
descriptive theory are all verifiable in the 
light of the facts provided by the various 
scientific theories. The descriptive theory, so 
construed, may be said to explain human 
behaviour in terms of its actual performance 
and it is thus based on factistic interpreta¬ 
tion. This mak^s the entire theory mecha¬ 
nistic where change is understood in terms 
of surface structure alone and thus leaves 
no room for values, purposes, and ideal all 
of which necessarily function as implicit 
agents of social change. 

In contrast to observation of social change 
the term ‘undersunding of social change is 
used in order to incorporate those aspects 
of change which are not amenable to obser¬ 
vation. For the sake of convenience these 
aspects may be characterised as deep struc¬ 
tural aspects of change. Understanding of 
social change is an enormously involved pro¬ 
cess which is essentially concerned with our 
ability to discover the structural relationship 
on which our understanding of the im¬ 
mediate and perceptible realities depend. In 
other words, understanding of social change 
is a process which takes account of the 
unobservable structures that are responsible 
for various changes. This calls for an ex¬ 
planation. We explain the idea of unobser¬ 
vable structure in the light of the arguments 
developed by Marx \n .Grurtdrisse. In his 
critique of the seventeenth century 
economists Marx argues that the sole attach¬ 
ment of these economists to the immediate 


reality prevents them from going into the 
deep struaural aspects of reality. They start, 
as Marx points out, with population which, 
to quote his own words, 

...is an abstraction if I leave out, for exam¬ 
ple, the classes of which, it is composed. 
These classes in turn are an empty phrase if 
1 am not familiar with the elements on which 
they rest, e g, wage labour, caidtal, etc. These 
latter in turn presupposes exchange, division 
of labour, prices, etc. (Marx: 1973: 10) 

In addition to what Marx said the general 
methodological stand-point may be further 
vindicated as follows. The positivist tradi¬ 
tion upholds that facts can be apprehended 
singly, that is, in isolation from the larger 
context within which they are located. For 
us, identification of a fact presupposes^ 
theoretical structure within which and in 
terms of which alone it can be identified. 
Facts, therefore, should be approached 
through a relational framework. Unless we 
see facts with a structural relationship our 
account of reality would be naive. But it is 
this very framework or structure that the 
positivists vehemently deny. As Karl Popper 
(1978:56) says: “The Myth of the Framework 
is, in our time, the central bulwark of irra¬ 
tionalism." 

It is clear that since facts presuppose 
theories and since theories are themselves 
value loaded and ideologically coloured so 
too are the facts constituted by them. There 
is a dialectical interaction between fact and 
theory, an interaction which is mutually rrin- 
forcing, and a recognition of this will help 
us to realise that no hard and fast distinc¬ 
tion between fact and theory is possible 
Recognition of say economic or soda! facts, 
such as, prices, profit, rent require a prior 
conceptual picture of the economic struc¬ 
ture since it is these conceptual structures 
which confer meaning or relevance to facts. 
A fact by itself has no meaning and one can¬ 
not really call it a fact at all. 

The point that we would like to make is 
that understanding of social change it not 
a simple process. It does not rest on any 
mechanistic premise. It requires a new 
theoretical perception and a recognition of 
the structures presupposed in the social pro¬ 
cess. Considering the underlying structure 
the descriptive theory appears to be an over 
simplification since it seeks to explain and 
identify social change in the light of certain 
fixed categories and thus fails to recognise 
the complexities involved in social change. 

Paradigm-Based Theory of Social 

CHANGE 

Fbllowing our earlier discussion we would 
now like to make a few comments about the 
structure of a theory of social change. 

The phenomenon of social change refers 
to a paradigm. We call it a paradigm because 
social change is a solar concept that indudei 
the development of all the aspects of man 
and society. These aspects of development 
together constitute a paradigm. A theory of 
social change so conceived designates a com¬ 
plex metadisciplinary concept that takes ac- 
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count of all the aspects of social change. A 
theory of this .sort is what I call a paradigm- 
based theory and it, therefore, leads towards 
an integration of individual disciplines in the 
social sciences. Seymour Martin l.ipset quite 
amply observes: 

The concern for development has forced the 
social sciences to think in terms of concep¬ 
tual approaches which include the polity, 
economy, society and personality. As a result 
for the first time, there has been a real move¬ 
ment towards social science rather than the 
social science. (1972:XIII) 

A theory of social change has two levels 
descriptive and prescriptive. The descriptive 
part includes the material aspects of social 
change whereas the prescriptive part refers 
to the ideological dimension. 

A theory of social change should be, 
therefore, seen as the product of both des¬ 
cription and prescription. If a theory 
becomes either descriptive or prescriptive 
only then it leads to the most unsatisfactory 
paradigm. In this respect there are two levels 
of arguments, the first is the argument from 
expediency and second is the argument from 
theoretical necessity. 

The argument from expediency; A theory 
without prescriptive content cannot account 
for the totality of social change, since the 
phenomenon of social change cannot be 
properly understood without taking ideolo¬ 
gical consideration into account. Similarly, 
a prescriptive theory alone becomes pro¬ 
blematic in the sense that it cannot really 
bridge the gulf between what we are and 
what we ought to be. It does not see human 
nature in its concrete being and becoming 
(i e, changing tradition). Ideally, a theory of 
social change‘Should be such as to incor¬ 
porate both description and pre-scription. In 
other words, it must be a description-based 
prescriptive model. The Marxian theory of 
social change, it may be argued, is a theory 
ol this kind which tries to incorporate both 
these aspects 

The arguments from llieoretical necessi¬ 
ty as advanced by Charles Taylor (1971, 
1967), Bernard Williams (1971) and others 
state that the concepts concerning our 
societal existence and human sciences resist 
any rigid classification in terms of either be¬ 
ing purely factual or being purely evaluative. 
This peculiarity follow from their very 
nature. The reason is that these concepts are 
having an inextricable fact-value mishmash. 
Accordingly, concepts like ‘treacherous’, 
‘being in debt’, ‘promising’, etc, though they 
have an evaluative force are always associ¬ 
ated with certain specifiable social behaviour. 
But on this basts to argue that these concepts 
can be reduced to facts is a misconception. 
Because the so-called social facts arc not 
pure facts; the facts involved are about social 
institutions which owe their very existence 
to certain human interest. Facts arc therefore 
constitutive of concepts and human in¬ 
terests. Evaluative concepts and facts form 
a relationship according to which concepts, 
on the one hand, pick out the relevant in¬ 
stitutional fact^ and on the other hand the 


reality of these very facts depend on con¬ 
cept in question. The use of a particular con¬ 
cept implies to see the world in a certain way 
and, alternatively, those who do not have 
these concepts will not see the world in the 
same way. 

On the basis of the above study we shall 
now go to the second section where we will 
be mainly concerned with analysis of the 
meaning of change. 

II 

Concept of Change and Its 

Meaning-oPresuppositions 

Analysis of the concept of social change 
reveals that it involves two mutually conflic¬ 
ting positions. The first position states that 
the meaning of ‘change’ does not include the 
concept of development whereas the second 
holds that the meaning of ‘change’ does 
necessarily include ‘development’ as one of 
Its constituents. In our analysis we will show 
that the first one which is a descriptive ap¬ 
proach to social change is a faulty approach 
and in turn we will defend the second 
position. 

The distinction between the theory of 
social change and the theory of social 
development, as Horowitz (1972:37) pointed 
out, is rooted in the positivist distinction bet¬ 
ween fact and value or description and 
evaluation. For this the argument given is 
straightforward. Change is related to facts 
and, therefore, it can be studied scientifical¬ 
ly; whereas development is essentially con¬ 
nected with value which by definition is not 
amenable to scientific description. As it is 
evident the descriptive theory does not enter¬ 
tain any question which views change as 
development. A question of this sort is a 
prescriptive question and, thus, it is argued 
that It should not be allowed in a scientific 
study of society. Here the underlying 
assumption is that social phenomena should 
be viewed as objective a part of the physical 
world about which causal understanding is 
possible. 

In accordance with the methodological 
ideal of natural science the descriptive theory 
has tried to interpret the phenomenon of 
social change externally and in quantitative 
terms. The views that provide the founda¬ 
tions for descriptive theory are the mecha¬ 
nistic and evolutionary views in physics and 
biology respectively. Influenced by the 
Newtonian model, the social scientists argue 
that the mechanistic principles do not only 
govern non-human phenomena but also 
human phenomena. Social relations are, 
therefore, thought to be governed by some 
principles of innate order (e g, Adam Smith's 
The Author of the Universe) moving towards 
a hatmonious equilibrium. In this frame¬ 
work quite naturally the phenomenon of 
social change is viewed externally and in 
quantitative terms. In a mechanistic system 
changes occur due to external disturbances 
and they get absorbed in the very system 
through quantitative displacement. The pro¬ 
minent version of it is found in the Walra¬ 


sian General Equilibrium theory in econo¬ 
mics. A system will be in a state of equili¬ 
brium when all the initial conditioiu are 
satisfied. But a new equilibrium can be at¬ 
tained if the earlier initial conditions are 
modified, and if there is change in the given 
elements, e g, technology, primary resources, 
etc. This is how social change has been 
thought of in a mechanistic frametvork, i e, 
shifting of the one state of equilibrium to 
another by changing the initisil conditions. 

In the evolutionary framework a social 
system is compared with a biological system. 
Changes are, therefore, explained as evolu¬ 
tionary adaptations. A society has a physio¬ 
logical structure constituted of different 
parts, each of which has different functions 
to perform in a single whole. This view is 
meant to justify the existing order on the 
basis of functional necessity. In its attempt 
to find out the different centres like ‘brain’, 
‘limb’, etc, in a society it advocates and 
defends social hierarchies. A sociological 
parallel of this view can be found in the 
Hindu society (Bharadwaj, 1980). The 
various castes existing in'society are thought 
to be different parts of the ‘Brahmin’ and 
thus the highest caste, the ‘Brahmin’, is 
regarded as the ‘Head of the Almighty’. Each 
part (i e, each caste) has its own function 
which defines its position in the hierarchy. 
In this evolutionary framework change is a 
more modifleation in the system. Notice that 
both mechanistic and evolutionary views 
subscribe to a descriptive theory of social 
change which carefully avoids any evaluative 
questions and explain social change exter¬ 
nally. In the descriptive theory, social 
change, thus conceived, turns out to consist 
of an engineering problem. It gives its sole 
emphasis on discovering (he techniques that 
will bring about the desired social change. 
To put it in the language of utilitarianism 
the view of social change involved here is the 
end-means view. That is, a few short-term 
goals are accepted for given society and ac¬ 
cordingly means are adopted to achieve ends. 
This is typical of a democratic-liberal society 
where certain beliefs, e g, continuous techno¬ 
logical and economic innovations, uninter¬ 
rupted expansion of economic resources, etc, 
are accepted as the goals of social progress. 
Given these goals what is to be looked for 
is the suitable means which can achieve these 
goals. In order to make it effective, the 
theory of social change is directed to limited 
and short-term issues which are not based 
on any grand alternatives that involved 
ideological thinking. A theory of this kind 
has been characterised by Karl Popper (1957, 
1945), a defender of this view, as piecemeal 
social engineering. 

The above phrase ‘piecemeal social engi¬ 
neering’ suggests that it is opposed to any 
ideological thinking. An ideological think¬ 
ing adopts a global view of social change 
because it seeks to relate all the aspects of 
society by a single governing mechanism. 
Only a change in the mechanism can bring 
a change in the society. The theorists of non- 
ideological view on the other hand argue 
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that attempts to transform society globally 
can never be successful. A global view 
destroys the very foundation of pluralistic 
society. So for them the most rational to ap¬ 
proach social change will be to recognise 
that there are infinite number of ways in 
which different institutions and social 
mechanisms are arranged and controlled. In 
essence it amounts to saying that every pro¬ 
blem has its own logic and, therefore, it has 
its own way of solving it. A change in this 
framework does not call for a change in the 
fundamental structures of society and is, 
hence, considered to be rational approach 
to social change. In essence what the 
‘piecemeal social engineering’ of Popper ad¬ 
vocates is mere reformist modification. 

An important methodological corollary ol 
the descriptive view is that a theory of social 
change conceived in this framework assumes 
a definite logical ordering. It tries to offer 
theory in terms of neat logical of formal 
cla.ssification. It is a part of the requirement 
of scientific methodology that objects winch 
are being investigated should be brought 
under a system of discrete classification. The 
logic of this classification is based on the 
principle that ‘p’ can be either ‘q’ or not ‘q’. 
In such a non-overlapping classification, one 
cannot make a mistake between one element 
and another. And finally, the logic ot classi¬ 
fication helps us to sort out the generic 
nature of the concepts, on the basis of which 
we develop generic theories of reality. 

In order to make their discipline scientific 
the social scientists and among them the 
economists in particular have been con¬ 
siderably influenced by this view. Concepts 
and theories are regarded as meaningful 
when they can be described or represented 
in terms of basic logical principles of 
classification. Historical concepts in this 
sense are regarded as vague concepts since 
they are not amenable to logical classifica¬ 
tion In lact this idea of a formal classilica- 
tion ultimately leads to the construction of 
mathematical structures in social science. 

An inquiry into the meaning of the con¬ 
cept of change at this stage cannot retrain 
from asking a few basic questions: Can 
social change be explained by this model? 
Can social phenomena be classified in terms 
of formal discreu; classes? Can we sec social 
change only quantitatively? 

A careful look at the history ol develop¬ 
ment of mankind shows that social change 
is not a matter of quantitative adjusiment 
alone. Along with quantitative extensions 
there are qualitative changes too that have 
brought in new types of social relations. 
These qualitative changes are essentially con¬ 
cerned with structural transformations that 
replace the old mode of social existence with 
a new one. In social history these replace¬ 
ments are sometimes characterised as sudden 
leaps. In fact the classification of human 
history in terms of ‘Epochs’, ‘Ages’ or 
‘Stages’ are all based on the understanding 
of qualitative changes in history. Thus, for 
example, when a society passes from feuda¬ 
lism to capitalisih one can distinctly see the 


radical change in the entire fabric of social 
existence. Marx, it is well known, described 
social change as a succession of historical 
stages dialectically determined through 
means and forces of production. For Marx, 
social change is both quantitative and 
qualitative, and the conditions for change 
are rooted in the dynamics of history. His 
theory of social change should be, therefore, 
judged from a broad perspective. On the 
question of social change Marx’s account 
differs in different texts. In some of his 
writings change has been defined in terms 
of technological determinism—stated in the 
celebrated statement in The Poverty of 
Philosophy: “The handmill gives you society 
with the feudal lords, the steam mill society 
with the industrial capitalist!’ Whereas in the 
Communist Manifesto and in Capital 
change has been viewed in terms of internal 
contradictions between productive forces 
and social relations of production. However, 
at another level, one cannot fail to notice 
the teleological basis of such analysis of 
change. In fact many of his basic conceptual 
constructions (i e. his conception of human 
nature, theory of alienation, etc) are teleolo¬ 
gical in nature and they depend on ontolo¬ 
gical assumption about man which cannot 
be subjected to scientific verification. Accor¬ 
ding to Marx, mankind is striving for the 
lealisation ot certain imminent capacities. 
Unfortunately many ol the Marxist .scholars 
do not seem to have paid sufficient atten¬ 
tion to Marx’s emphasis on this prescriptive- 
teleological aspects of social change. 

In Marx we find an unique synthesis bet¬ 
ween fact and value. His notion of contradic¬ 
tion which is a key to social change is both 
descriptive and evaluative. To state that there 
is an inherent contradiction in a capitalist 
society which manifests itself at a given stage 
in the growth of the forces of production is 
to state a fact. But at the same time it is a 
condemnation of fact too. It is a condem¬ 
nation because the very empirical manifesta¬ 
tion. not its causal consequence, is in the in¬ 
creasing pauperisation and alienation of the 
worker which finally leads to the overthrow 
of the existing social order. This fact/value 
synthesis is .assumed in the very foundation 
of Marx’s ihoughi and for him, “political 
economy therefore expresses, in its own 
fashion, the moral laws*’. (Bottomore: 1964; 
174). 

We have gone into this brief discussion of 
Marx in order to emphasise our own argu¬ 
ment that the meaning of social change in¬ 
corporates both quantitative and qualitative 
aspects of change. The denial of this will 
lead to falsification of social reality. 

Equally important in this connection is to 
po.ni out that since the nature of social 
change is qualitative ii is impossible to 
classify social reality in terms of formal 
disci etc classes. Coricspondingly the nature 
of concepts mvolsed m social change are not 
necessarily of the type ‘p can be either q or 
not c’, but they can also be of the type ‘p 
is both q and not q’. The logic involved here 
can be described as dialectical and it is 


because of this dialectical nature ol the con¬ 
cepts that all classifications turn out to be 
overlapping classifications. Thus, the dis¬ 
tinction between a capitalist society and its 
feudal past does not need to be always a non¬ 
overlapping distinction. This means, that a 
society can be a capitalist society and yet one 
can find elements of feudalism in it. Similar¬ 
ly the famous debate on the mode of pro¬ 
duction in Indian agriculture indicates 
among other things, the difficulties involv¬ 
ed in a non-overlapping classification of 
Indian agriculture as capitalist, feudal or 
semifeudal. The point is that while we do 
not deny the distinctive characteristics of a 
particular society we note that this distinc¬ 
tiveness does not imply any rigid classi¬ 
fication. 

The next problem to which we turn our 
attention is: Whether changes in society are 
caused by external forces or whether they are 
generated from within the matrix of social 
relation themselves. Casual models can be 
applied to social change only when we view 
social change in quantitative terms. However, 
from our earlier discussion we know that the 
meaning of causality as understood in the 
natural sciences cannot be the same lor 
social sciences. In the context ol social 
change even it e.xlernal factors, such as, 
economic iiitei vention or war may be regard¬ 
ed as conditions of change, yet they do not 
provide the basis of change. The real basis 
of change lies with certain underlying struc¬ 
tures. In this sense, social change is not caus¬ 
ed but IS generated by these very structures. 
We dojiot w'ant to go into the explication 
of these stiuctiires. It is the task of the social 
scientists to find out the exact nature and 
elements ol these structures. Marx, Levi 
Strauss and olheis have taken account of 
these structures in their respective studies. 
We only wish to point out here that the 
natiiic of these structures or structural 
presuppositions are highly complex. They in¬ 
clude various economic, sociological, 
political and even ideological factors. We 
characterise this model as a deep .structure 
mc>del ot social change as opposed to the 
sill face siiucture or causal-descriptive 
models of social change. Finally, the 
piecemeal social engineering which is mainly 
concerned with changes based on short-term 
goals and, thus, avoids any ideological 
thinking is fundamentally wrong. There are 
changes which are not results of piecemeal 
adjustments alone. Such changes are conse¬ 
quences ol the prevalent ideological thinking 
in a given society. In every society there are 
certain well established ideological thinking 
which impliciily influence the objectives of 
social change. One may describe these as 
ideological infraslnictures operating below 
the level of evci y actual programme of social 
change. A careful political study will show 
that the so called baigaiiiiiig models which 
claim lo be v.iliie free are not really lice from 
icleologic.il pic suppositions. 

lot the ahene reasons the descriptive or 
niecliaiiistic theory cannot take into account 
ol the totality involved in social change. The 
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concept of human ideal is one of the essen¬ 
tial ingredients of this totality and the 
understanding of social change depends on 
our ability to perceive this totality. The 
meaning of change, as it is evident therefore, 
includes the concept of development. 

Ill 

Concept of Development: Towards 
Holistic Paradigm 

We will now go into the analysis of the 
concept of development. The main thrust of 
i our analysis will be to bring out the presup- 
positions of ‘development’. In fact, an 
understanding of the true meaning of 
development becomes essential for any study 
of social change. 

■' Any definition of dcvelopmcni is impossi¬ 
ble because of its pervasive nature. However, 
on the basis of a preliminary observation we 
can claim at the very outset that the term 
‘development’ has both descriptive and 
; prescriptive character and, therefore, it can 
be said to have both facets of meaning. 

The term ‘devchipment’ in the descriptive 
theory of social change is understood in a 
totally ahisiorical manner. It is, therefore, 
thought to be an ideologically neutral term 
which can be best understood in an evolu- 
' tionary perspective. In our presentation we 
would like to show that the evolutionary pers¬ 
pective on development, such as Rostow’s 
(I960), stands on a complete misconception 
about development. Development is a histo¬ 
rical phenomenon and, therefore, its mean¬ 
ing should be understood in relation to 
'history and historical process. We propose 
that in fitness with its historical process the 
term ‘development’ should be understood in 
relation to ‘under-development. In the 
course of our discussion it will be shown that 
both these phenomena assume the same 
historical process and understanding of this 
process is essential for understanding the 
meaning of these terms. The phenomena of 
development-underdevelopment, so conceiv¬ 
ed, is essentially connected with colonisa¬ 
tion and imperialism. Historically the idea 
of development is, therefore, used as a 
strategy by the imperialists for their own 
selfish interest. In this conception develop- 
ment as an imperialist strategy does not in- 
. corporate the meaning of development as 
human ideal. The true meaning of develop¬ 
ment, as argued,, will be evolved only 
through a total structural transformation of 
the society in terms of an ideology. The idea 
of development, therefore, presupposes a 
, historical and ideological framework of in¬ 
terpretations which clearly acknowledge the 
ftwee senses of development—-first, develop- 
i- ment as imperialist strategy, second, develop¬ 
ment as total structural transformation and 
third, development as human ideal (Ganguly: 
1977). 

Development and the Historic- 
Ideological Framework. 

In their study on development the social 
scientists dogmatically accept a certain pat¬ 


tern or a conception of devdopment. On the 
basis of this the countries of the world have 
been classified into developed and under¬ 
developed, traditional or modern. In our in¬ 
quiry we will show that this conception of 
development and the classification based on 
it are not historically correct. 

In this conception, development is taken 
as goal-achieving activity which seeks to 
realise certain a priori values. It is, therefore, 
a process which passes through various 
stages and finally reaches a stage which may 
be termed as the goal of development. Thus 
a developed country is one which has achiev¬ 
ed this goal and the countries that are yet 
to achieve the goal are called under-deve¬ 
loped or developing countries. An important 
feature of this conception is that the idea of 
development does not only imply a process 
but it also represent an image or a value and 
it can be, therefore, used as a model (after 
the image of the developed countries) to be 
followed by the developing countries. It is 
the developed countries who preach this im¬ 
pressive idea of development, viz, develop¬ 
ment implies a goal to be achieved, and set 
the pattern or path of development before 
the underdeveloped countries. 

Apparently this is the most acceptable 
view of development based on the simple 
observation of social change. But if we go 
beyond this simple level and try to under¬ 
stand the inner logic of development we will 
inevitably find that there exists a gap bet¬ 
ween what is preached in the form of the 


western theory of development and what is 
presupposed in the actual process. That is 
to say, what is preached in the name of 
development may not be the real truth of 
development. The real truth can be seen if 
we go into the actual history of development. 

The actual history of development shows 
that there exists a complex relationship bet¬ 
ween the developed and underdeveloped 
countries. The idea of development should 
be understood not in isolation but in the 
context of this complex relationship. The 
state of underdeveloped is not an inter¬ 
mediary stage in the evolution of society. 
The state of underdevelopment has been ar¬ 
tificially created and perpetuated by those 
countries which have forced the underdeve¬ 
loped countries to rush towards an elusive 
and unrealisable end for their own selfish 
interests. In other words, underdevelopment 
is a state at which a society is forced to arrive 
due to the exploitation/of its resources by 
the more powerful and developed countries 
by virtue of their logic of positions. Andre 
Cunder Frank has characterised this process 
as expropriation appropriation of surplus. 
Thus the supposed rationality behind this 
conception of development can be shown to 
be a myth perpetuated by the imperialists. 
We may refer here to Gunnar Myrdal’s view 
which very correctly expresses this cruel 
historical fact. Thus he observes: 

It is my view that our conceptions of 
underdevelopment, development and develop¬ 
ment planning as presented in most of the 
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Kientific and popular economic literatuK 
and, still more ominously, in the plans of the 
undeideveloped countries, is heavily biased 
.in a direction that is basically opportunistic. 
Dur policy conclusions, therefore, are found¬ 
ed upon ideas about reality that are syste¬ 
matically, though unintentionally falsified 
(Myrdal ; 1970:25). 

Gunnar Myrdal, indeed, quite corr^tly 
observes this ‘opportunistic distortion’ of 
history, and yet, he has failed to notice the 
reason that has led to this distortion. We 
submit that it is not the lack of concern, or 
sensitivity, but the world-wide imperialism, 
whether in the form of colonialism, or neo¬ 
colonialism, that has caused this state of 
underdevelopment in the countries of Asia, 
Africa and Latin America. 

A study of development which does not 
take into account of this fact t>f colonisa¬ 
tion will possibly fail to become an objec¬ 
tive study. In many of the disciplines of 
social sciences the study of development has 
been viewed from an evolutionary perspec¬ 
tive where social change, i e, transformation 
of a traditional society into modem has been 
explained in a totally ahistorical manner. 
This evolutionary theory of development by 
studying change in isolation ignores the fact 
of colonisation. Rostow’s THe Stages of 
Economic Growth is a classic example of 
this. In Rostow’s own admission 

It is possible to identify all societies, in their 
economic dimension, as lying within one of 
five categories: the traditional society, the 
preconditions for take-off, the take-off the 
drive to maturity and the age of high mass- 
consumption. (Rostow: 1960: 4) 

It is indeed amazing that in Rostow’s work 
which is a widely acknowledged document 
on development the phenomenon of col¬ 
onisation has been hardly given any impor¬ 
tance. Rostow’s treatment is not the excep¬ 
tion; a similar treatment (or, should we say 
a similar callousness?) has been found in 
many other discussions on development. 
Referring to such lopsided perspective on 
development Rober I Rhodes has thus aptly 
pointed out: 

These efforts (of the evolutionary perspec- 
tivists on development) have, with few excep¬ 
tions, been .remarkably ahistorical.. The 
history of the underdeveloped world, a 
history of colonialism, is ignored. The result 
has been a pervasive tendency to label as 
‘traditional’ any characteristic of the 
underdeveloped world which has been an 
obstacle to development (Rhodes: 1970: p xi) 
Perhaps the best refutation of this evolu¬ 
tionary perspective on development can be 
found in the works of Andre Gunder Frank. 
In his analysis he has shown how this evolu¬ 
tionary view falsifies the existing historical 
reality Thus, he observes: 

It is generally held that economic develop¬ 
ment occurs in a succession of capitalist 
stages and that today's underdeveloped coun¬ 
tries are still in a stage sometimes depicted 
as an origiiiBl stage of history, through which 
the non-deveioped countries passed long ago. 

even a modest acquainunce with history 
showf that underdevelopment in original or 


traditional and that neither the past nor the 
present of the underdeveloped countries 
resemble in any important respect the past 
of the non-developed countries. The now- 
developed countries were never under¬ 
developed, though they may have been un¬ 
developed. It is also widely believed that the 
contemporary underdevelopment of a coun¬ 
try can be understood as the product or 
reflection solely of its own economic, 
political, social and cultural characteristics 
or structure. Yet historical research 
demonstrates that contemporary under¬ 
development is in large part the historical 
product'of past and continuing economic 
and ollar relations between the satellite 
underdeveloped and the now-developed metro¬ 
politan countries (Gunder Franki 1967: 5) 

Historically development may be 
understood as exploitation of the less 
developed countries by the developed coun¬ 
tries. This leads to a perpetual state of 
underdevelopment among the less developed 
countries. However, this fact leading to the 
state of underdevelopment is not often 
recognised. People confuse symptoms of 
underdevelopment with causes of under¬ 
development. As a result, phenomena like 
traditional agriculture, backward technology, 
exhibited in less developed countries are 
posed as their causes of underdevelopment. 
But actual analysis will show that they are 
merely symptoms and not the essential 
causes of underdevelopment. Hence the pro¬ 
cess of development must be understood, 
not in terms of mere removal of these symp¬ 
toms, but in terms of the entire imperialist 
strategy of perpetual exploitation of less 
developed countries by the developed 
countries. 

If this perspective is ignored the pheno¬ 
menon of development instead of being a 
total social growth would tend to become co¬ 
extensive with industrialisation, modernisa¬ 
tion, automation and other social sub¬ 
models. 

Philosophically, the protagonists of 
development are utilitarians and hence they 
believe in the end-means approach to social 
change; politically, they vary from rank reac¬ 
tion to democratic liberalism, and culturally 
they advocate a world-wide elitism with a 
fake slogan of cultural cosmopolitanism. All 
these factors together give rise to a myth 
called development. 

As a result,*tlie colonies are forced to 
come to a stage where they find that there 
is no choice except to suffer and to stagnate. 
This leads to a condition which can no 
longer be described as human. I| ruthlessly 
destroys the creativity and freedom of man. 
Man in this world does no longer exist, but 
subsist. Paul Baran has given a vivid descrip¬ 
tion of this world. In his word: 

The peoples who come into the orbit of 
Western capitalist expansion found 
themselves in the twilight of feudalism and 
Capitalism enduring the worst features of 
both worlds and the entire impact of im¬ 
perialist subjugation to loot... Their ex¬ 
ploitation was multiplied yet its fruits were 
not to increase their productive wealth; they 
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went abroad or served to support a parasitic 
bourgeoisie at home. They lived in abysmal 
misery, yet they had no prospect.of a better 
tomorrow. They existed under capiuilism, yet 
there was no accumulation of capiuU. They 
lost their time-honoured means of livelihood, 
their arts and crafts, yet there was no modem 
industry to provide new ones in their place. 
They were thrust into extensive contact with 
the advanced science of the west, yet remain¬ 
ed in the stale of Ihe darkest backwardness. 
Paul Baran then notes: 

The outstanding ca.se in point is obviously 
India (1968: 144). 

The above description, indeed shows a 
complete dehumanisation of man. Living 
under this situation, the colonial man loses 
his cultural identit/ He does not feel any 
sense of belonging to his own country, main¬ 
ly because the traditional sense of identity 
does no longer exist in his mental world. He 
is forced to live in his own world of fear and 
anxiety that results into a ‘cultural melan¬ 
choly’ an expression used by Marx while 
describing the devastating effect of the 
British rule on Indian mind. 


Deveiopment as Human Ideal 


At the very beginning, it is pointed out, 
that the true meaning of development incor¬ 
porates a human IJeal. But the expression 
‘human ideal’ is not an empty expression. 

It is essentially concerned with' the structural 
transformation of the society in terms of an 
ideology. We may now briefly elaborate this 
idea. 

To pose tne problem of development as 
the problem of social engineering is histo¬ 
rically and morally wrong. The issue on 
development is prima facie an ideological 
issue. 'The social scientist must see that the 
true meaning of development cannot be 
separated from ideology. Actually its true 
meaning lies with the total structural trans¬ 
formation of a society in terms of an ideo¬ 
logy—an ideology that calls for a true 
human society with a new concept of man. 
This conception upholds an image of man 
which argues for what man should be: 

Development as a human ideal is an all 
encompassing model which upholds an uni¬ 
ty between historical man and eternal man. 
In such an unity the distinction between the 
real and the ideal, is and ougiit and fact and 
values will disappear. This means that man 
will be free and creative. For such a man 
every constraint will be a self-imposed one. 
He will conform to the external value stan¬ 
dards; but at the same time he wilt create 
his own values. He will no longer be an 
alienated man. He will've a free man. But 
this presupposes a new conception of society;' 
It is only when society assumes a new order, 
that a new conception of man will be posii--. 
ble. A true sense of development in this sense; 
includes a prescriptive meaning, i e, devdop'*' 
ment as human ideal. ■ 


A Final Note 


I 

V 


At the end we would like to make 
comments. First, the present study on 
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change is a metatheoretical or second order 
study. It attempts to explicate the presup¬ 
positions or foundations of social change. 
Second, this study of the presuppositions of 
social change suggests that conceptions of 
social change is a ‘holistic* concept. It calls 
for a total structural transformation of 
society and man. In other words, it refers 
to a new paradigm which we have called a 
paradigm-based view of social change. 
Finally, this view of social change suggests 
a new theoretical framework for social 
science. It upholds a view of social'science 
which is not a handmaiden to an ideology 
of laissez-faire but is essentially a concern¬ 
ed and committed view with a true existen¬ 
tial significance. One may of course object 
to this conception of social science and say; 
Can social science be responsible tor actual 
social change? To this I have argued that the 
entire paradigm of social science needs refor¬ 
mation. So far, the paradigm in social 
science has been dominated by positivism, 
scientism, methodological individualism, or 
even liberal humanism. We need a new 
paradigm in which social science will be 
regarded as, what, l.evi Strauss calls, truly 
anthro/mlogically significanl. in this concep¬ 
tion of social science theory and practice, 
knowing and doing, and thought and action 
will have an integrated role to play. 

Today even biologists and physicists are 
becoming increasingly conscious of social 
implications, or rather anthropological 
significance, of their discoveries. Man is no 
longer satisfied merely to acquire knowledge, 
while accumulating more of this he regards 
himself as the ‘knower’ and his research is 
daily brought a little more to bear on the two 
inseparable factors presented by a humanity 
that transforms the world and a humanity 
that, while it acts, is transforming itself. (Levi 
Strauss; 1963 ; 361). 

[This is the revised version of a paper presented 
in a seminar on ‘Social Change’ organised by 


the Madras Institute of Development Studies 

in 1982.] 
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Colonial Citizen as an Educational Ideal 

Krishna Kumar 

The customary statement that colonial education was 'aimed' at producing clerks is both theoretically feeble 
and historically untenable. We need a more adequate model capable of accommodating the contradictions that 
were inherent in the vision of colonial education a.s well as those that became manifest in its consequences. This 
paper attempts to use the concept of an educational idea! to identify an organising principle in Indian colonial 
education in the nineteenth century. 


WE owe the concept of an educational ideal ■ 
as a means of historical inquiry to 
Mannheim. He defined it as “a residue of 
attitudes, principles and forms of behaviour” 
which shape educational aims and arrange¬ 
ments in a period of history. ‘ The concept 
enabled him to debunk the notion—which 
still prevails—that education has certain 
universal and eternal aims. He was able to 
demonstrate that educational alms have a 
historical character, that they change as 
much as the guiding ideals of other cultural 
activities change over time: The concept of 
an educational ideal also served Mannheim 
as a method of analysi.s. He used it both for 
historical investigations and for participating 
in the discussion of educational aims in his 
own day. 

In thik paper, I intend to use the concept 
as a means to identify an organising princi¬ 
ple in Indian colonial education during the 
nineteenth century. The customary statement 
'hat colonial education was ‘aimed’ at pro¬ 
ducing clerks is both theoretically feeble and 
historically untenable. Its theoretical 
weakness lies in the fact that it does not help 
us distinguish between the ideas underlying 
an educational system and its practical 
purposes. 

But even if one saw it as a statement about 
the immediate outcomes of colonial educa¬ 
tion, one finds little evidence to support it. 
Colonial education produced political 
leaders, professional men, and intellectuals, 
not just office clerks. No simple model or 
statement will help us understand why col¬ 
onial education had the kinds of effects it 
had. It socialised many into colonial values; 
at the same time, it turned many of its pro¬ 
ducts against those values. The rejection of 
colonial education may jiot have been sus¬ 
tained for long periods, but the broader re¬ 
jection of colonial rule was sustained and 
we cannot ignore the role of education in 
inspiring this rejection. A plain, instrumen¬ 
talist view of colonial education—as a fac¬ 
tory producing clerks—does stop us from 
seeing this aspect of Indian history since the 
nineteenth century. It also stops us from ap¬ 
preciating the contradictions in which the 
freedom struggle was caught. One contradic¬ 
tion on which I will focus towards the end 
related to the perception of the uneducated 
population as an object of moral improve¬ 
ment. On this matter, there existed a strange 
homonym between colonial and anti- 
coloni^ discourses on education. To make 
sense of this homonym against the broader 
context of the role of education in the na¬ 
tionalist struggle, we need a more adequate 


model than exists at present. Such a model 
should have the capacity to accommodate 
the contradictions that were inherent in the 
vision of colonial education as well as those 
that became manifest in its consequences. 

ADULT-CHILD RELATIONSHIP 

At the heart of the colonial enterprise was 
an adult-child relationship. The coloniser 
took the role of the adult, and the native 
became the child. The adult-child relation¬ 
ship entailed an educational task. The col¬ 
onial master saw it as his re.sponsibility to 
initiate the native into new ways ot acting 
and thinking. Like the little elephant Babar 
in the children’s series of that name, some 
of the natives had to be educated so that they 
would be civilised according to the master’s 
idea.- This may be a simplistic summary, 
but it does capture the core agenda of col¬ 
onial rule and education. The agenda was 
to train the native to become a citi/cn. 
Writing in The Citizen of India’ (a school 
textbook that lasted for many years) in 1897, 
Iz:e-Warner described the British Empire as 
an educational experionce for India. It did 
not matter that the system of education had 
remained rather limited, he argued, for it was 
wrong to judge the education of India mere¬ 
ly by the development of the education 
system. The railways, the public works, the 
posts and telegraphs were all educational 
agencies of the empire. They all showed the 
benevolence, the indusiriousness, and the 
dedication of English administrators, he 
said.’ 

For the English officers of early nine¬ 
teenth century in India, the concept of 
‘citizen’ symbolised a new way of life and 
a new social order. It encapsulated the vi¬ 
sions and tasks that post-reformation social 
thought, science, and literature had placed 
before the emerging urban bourgeoisie of 
England. The colonial administration in 
India had shown little interest in education 
befere 1813 when the Charter of the East 
India Company was renewed and a modest 
provision was made for expenditure on in¬ 
stitutions of learning. However, iKe interest 
in education which was now expressed was 
conceptually consistent with the steps that 
had been taken earlier in matters of general 
administration. Creation of landed proper¬ 
ty rights was one such step. It was imple¬ 
mented somewhat differently in the three 
presidencies, but the ideological assumptions 
behind it were the same in all three cases. 
These assumptions were part of the social 
philosophy of liberalism.' The state’s role. 


in this philosophy, was to assist the civil 
society to fulfil its goal of ensuring in¬ 
dividual rights, particularly the right to hold 
and increase property. Ownership of proper¬ 
ty was a key concept in liberal thought.’ It 
constituted the ground on which the emerg¬ 
ing commercial class of English society had 
fought Its battle against the powers of the 
church and monarchy. Several of the late 
eighteenth century colonial administrators 
in India, who put in enormous efforts to 
establish the concept of private property, 
'were inspired by early liberal political 
thought. They were also working under the 
imperative of creating a dependable fiscal 
base for the colonial state. By the beginning 
of the nineteenth century, the empire had 
been more or less won. The job now was to 
keep it, and to use it for profit. The colonial 
adventure was in a sense over, ready to be 
exploited by writers of boys’ novels over the 
next one hundred years. Construction of an 
imperial power structure was the task at 
hand. The East India Company’s monopoly 
over trade with India had come under 
pressure from a variety of business houses. 
With the advancement of industrial produc¬ 
tion, commercial interests in England had 
begun to feel templed towards the far larger 
markets of Asia than the market England 
could ever provide. The East India Company 
was accused of monopolising the Indian 
market, and keeping it underdeveloped with 
its impractical policies. Among the critics 
was Adam Smith who had criticised, as early 
as 1776, the Company’s monopoly of trade 
with India. He had found a serious con¬ 
tradiction between the Company’s role as an 
administrative body and as a trading con¬ 
cern. With the Company’s successes in sub¬ 
duing India’s native sovereignties and thereby 
in clearing away the insecurities that lay in 
trade with India, the demand for the end of 
the Company’s monopoly become increas¬ 
ingly stronger.*’ 

Euut ATlON AND EMPIRE-BUILDINC 

The appropriate role for the Company 
was now believed to be that of a custodian 
of English trading interests. It was now 
required to create congenial conditions in 
which the ‘free trade’ ideology of an am¬ 
bitious English bourgeoisie could safely 
flourish. A commercial institution thus was 
made to become a colonial state, and to 
change its rhetoric from profit for itself in¬ 
to service of the empire. Involving the domi¬ 
nant groups of Indian society in the func¬ 
tioning of the colonial state was part of the 
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Cpmpany’s new job. It implied the creation 
of a new order in the colony, a civil society 
among the natives. The etho.s, the rules, and 
the symbols of the new order had to be con¬ 
structed, in a manner that would not disturb 
the ongoing commercial enterprise. The 
violence which had helped build the empire 
could now onwards be practised only on the 
outskirts of the proposed civil society. 
Within it, coercion had to be replaced by 
socialisation. This is where education had 
a role to play. 

The educational a.spect of this role has not 
received much analytical attention.'It is easy 
to place education within the broad context 
of empire-building, but that does not help 
us identify the ideological roots of colonial 
education. We cannot make sense of the 
Company's educational programmes if we 
only look upon them as variations on utili¬ 
tarian doctrine, ot, alternatively, as steps to 
strengthen imperialist domination. These 
models may help us narrate what happened 
in the nineteenth century in India, but they 
do not impart us any better understanding 
of the residues that the nineteenth century 
left for India to live with. This perhaps is 
not the historian’s job, but it is certainly an 
important task of educational theory. The 
residues arc related to the idea of creating 
a civil society in India. It was a complex 
idea, constituting elements of several dif¬ 
ferent kinds-'-libcral economic and political 
doctrine, paternalism, and cwangelicism. But 
what gave it the edge of plausibility was the 
self-delusory confidence so typical of col¬ 
onisers. Until late nineteenth century, col¬ 
onial officers worked in India with that 
supreme self-reassurance which demands 
superficial acquaintance with the colony’s 
society and geography. Colonisation was a 
project undertaken with indadequate data, 
which is why it was an adventure as many 
children's novels of the nineteenth century 
depicted it.^ It was precisely the aspect of 
adventure in the colonial enterprise that gave 
the coloniser such craving for security mixed 
with a sense of prowess, his grand visions 
and his awe of expense, his paternalism and 
his readiness for military action. - 

Creatinc'. a civti Society 

In order to appreciate the role of educa¬ 
tion in creating a civil society, and to analyse 
the a.s.sumptions behind the role, let us look 
at an early formulation of the problem. The 
following note was written by lord Minto 
(Gilbert Elliot), governor-general from 1807 
to 1812. The specific purpose of this note 
was to justify the setting up of two new 
Hindu Colleges and the reform of the ex¬ 
isting one at Banaras. It is the wider ra¬ 
tionale for the spread of education under 
British initiatve that interests us. Minto 
wrote this note in 1811: 

The ignorance of the natives in the different 
classes of .society, arising from the want of 
proper education, is generally acknowledg¬ 
ed. This defect not only excludes them as in¬ 
dividuals from the enjoyment of all those 
comforts and benefits which the cultivation 


of letters is naturally calculated to afford, but 
operating as it does throughout almost the 
whole mass of the population, tends materi¬ 
ally to obstruct the measures adopted for 
their better government. Little doubt can be 
entertained that the prevalence of the crimes 
of perjury and forgery, so frequently notic¬ 
ed in the official reports, is in a great measure 
ascribable, both in the Mahomedans and 
Hindoos, to the want of due instruction in 
the moral and religious tenets of their respec¬ 
tive faiths. It has been even suggested, and 
apparently not without foundation, that to 
this uncultivated state of the minds of the 
natives is to be ascribed the prevalence of 
those crimes which were recently so great a 
scourge to the country. The later offences 
against the peace and happiness of society 
have indeed for the present been materially 
checked by the vigilance and energy of the 
police, but it is probably only by the more 
general diffusion of knowledge among the 
great body of the people that the SMds of 
these evils can be effectively destroyed.' 
Minto is talking about the moral role of 
education in the context of civil administra¬ 
tion. ’Happiness’ to him is that state of com¬ 
fort which derives from being governed nice¬ 
ly. l^ck of good government obstructs the 
opportunities of pleasure—even in the case 
of those who could individually obtain 
pleasure through means such as literary 
reading. Their chances of enjoyment are 
clouded by the prevalence of insecurity. For 
others too^ the government cannot offer sus¬ 
tained comfort as its own capacities are used 
up for dealing with criminal tendencies. 
Effifciency of the police helps, but the 
spread of education would be better. It 
would make the maintenance of law and 
order easier. This was the gist of Minto’s 
thought according to Butler who concluded 
his speech at the imperial Legislative 
Assembly in 1911 after the discussion of 
Gokhale's Elementary Education Bill by say¬ 
ing: “exactly a century ago, in the year 1811, 
Lord Minto, who looks down upon us in'this 
Council from that wall, penned his famous 
Minute in which he said—for the first time 
in the course of British rule, it was then said 
l^that the ignorance of the people was 
subversive to good government and con¬ 
ducive to crimel’* 

Ideology of Rising Commercial Class 

.The validity of Minto’s line of argument 
rests on eighteenth century concepts of ‘hap¬ 
piness’, ‘cultivation’, and ‘ignorance’. 
Happiness was perceived, as the result of 
pleasure-causing sensations. If circum- 
stancess favoured the formation of series of 
such sensations, the amount of happiness 
produced by the sensations would be greater. 
This view of happiness, which was derived 
from associational psychology and was 
nourished by Newtonian mechanism, 
found a political context in the concept of 
the civil society under which the sensations 
causing happiness were deemed to proli¬ 
ferate. Security of one’s property was a key 
circumstance of this kind, which the utili¬ 
tarians were going to use later on as the cor¬ 


nerstone of their model of protective 
democracy. Security would allow not only 
the enjoyment of available means of happy 
sensations; it would also give man’s mind the 
freedom to enhance the sources of such sen¬ 
sations. Indeed, freedom (of the propertied 
man to apply his knowledge and skills to in¬ 
crease his material comfqrts) became an 
aspect of happiness, and the insurance of 
both was expected to be provided by the 
state. In the civil society that the English 
middle class regarded as its ideal and which 
Minto’s predecessors had inaugurated in 
India, rational behaviour meant translating 
one’s concern for the safety of property into 
the desire to strengthen the state’s efforts to 
establish order. This kind of civil rationali¬ 
ty alone was supposed to ensure the ultimate 
advantages of leisure for cultivating one’s 
sensibility. Lack of such rationality meant 
ignorance. 

This was the philosophy of a rapidly ris¬ 
ing and ambitious urban commercial class. 
Its determination to wed practical sense with 
personal morality had found ample literary 
expsTcss on throughout the eighteenth cen¬ 
tury, trom Addison at the beginning to Jane 
Austen towards the end. The vision had 
already been scattered widely, not as a utopia 
of the elite but as a viable dream for all. The 
dream provided the motive force for popular 
eduction movements in nineteenth century 
England. These movements gradually push¬ 
ed the state to assume responsibility for the 
education of the poorest. This did not hap¬ 
pen in India. Here, the dream of the English 
bourgeoisie merely provided the vocabulary 
with which a miniscule civil society could 
legitimise its rise in the midst of exploita-. 
tion of the working population. The dyna¬ 
mics of colonial administration gave a very 
long life in India to the eighteenth century 
English diction in which ‘people’ and 
‘citizen’ meant only the men of status or 
property. 

Others were divested of individuality. The 
labouring classes were perceived as the 
‘masses’ among whom it was considered un¬ 
necessary to recognise individuals. They were 
used as cheap, often forced, labour by the 
bourgeois coloniser with the same indif¬ 
ference with which they had been used 
earlier and continued to be used now by the 
feudal or quasi-feudal powers within the 
Indian society. The use of the colonial 
government’s funds for the diffusion of 
elementary education among the masses was 
questioned within the ^bureaucracy on 
'grounds of good business sense. Warden’s 
argument,that “education, as a Govern¬ 
ment concern, will be expensive without be¬ 
ing beneficiai”, and that it could be made 
beneficial by “judicious encouragement” of 
the better off sections of Indian society was 
shared by many English officers. Malcolm, 
the Governor of .Bombay, put it bluntly: 

1 cannot look for reduction of expense in the 
different branches of our Government from 
any diminution of the salaries now enjoyed 
by European public servants, but I do look 
to it from many of the duties they now have 
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CO perform being executed by natives on 

diminished salaries." 

Along this line of thought, state spending 
on education could be explained mainly as 
investihent in the preparation of cheaper, 
trustworthy subordinates. The Charter Act 
«f 1833 opened the civil services to Indians. 
From here on every student was assuthed to 
be aspiring for civil service, and the Indian 
civil servant was perceived as the heart of 
the small civil society. 

For a Minority 

The thought that the civil society in India 
could only be a miniscule minorit]gdisturbed 
neither the idea nor the vocabulary we have 
examined. The perception of the tsefulness 
of education as an aid to social order and 
peace, by virtue of being a morally uplifting 
influence, remained remarkably aloof from 
demographic and social reality. Trevelyan, 
writing in 1838, went as far as p^icting that 
the educated classes, “a small minority” now 
will “in time become the majority".'^ For 
the colonial officers of the first half of the 
nineteenth century, the empire had not yet 
been ‘translated’ into palpable demographic 
and geographical reality. This was to occur 
in the latter part of the century, particular¬ 
ly after 1857. The sense of reality that comes 
from geographical survyes and census was 
a late development. It occurred too late to 
influence the vocabulary in which the col¬ 
onial vision of education had found expres¬ 
sion. By then it had become clear that the 
‘civil society’ could only be a small network 
of men of property (‘respectable natives’), 
civil servants, and professionals (mainly in 
law and medicine). The fact that education 
and its effects could not possibly go beyond 
this small part of the population did little 
to alter the vocabulary of educational 
discourse which continued to echo the eigh¬ 
teenth century English equation between 
good governance and improvement of public 
morality. 

The persistence of this vocabulary does 
call for an explanation, and we can find one 
in the manner in which colonial conditions 
distorted eighteenth century educational 
ideas. We have seen that the concept of 
‘order’ was central to colonial policy in all 
areas of administration, including educa¬ 
tion. This concept was rooted in the liberal 
belief that the state’s role is mainly to main¬ 
tain congenial conditions for the enhance¬ 
ment of plea^re (of the man who had the 
means to enjoy himself). Emanating from 
this belief, ‘order’ stood for the sute’s con¬ 
tribution to the bourgeois’s pleasure. The 
state was supposed to make this contribution 
by providing for a dual arrangement for 
education. The dual arrangement would 
consist, on the one hand, of a scheme of 
moral improvement of the masses, and, on 
the other hand, a different sort of provision 
for the intellectual and aesthetic enrichment 
of the propertied class. The moral education 
of the children of ordinary people would em¬ 
phasise religious and quasi-religious literary 
learning aimed at imparting virtues such as 
obedience, modesty, rule-governed beha¬ 


viour, and acceptance of one’s station in 
society. (3n the other hand, the education 
of the upper class children would provide for 
the learning of classical languages and 
literature, and the skills related to reflection 
and inquiry.'’ 

This framework of a dual role for educa¬ 
tion became somewhat distorted under col¬ 
onial conditions. Here, the moral improve¬ 
ment of the masses could not be pursued in 
any substantial sense due to the weight of 
Fmancial rhetoric. The colonial state was 
after all no welfare agency, it existed to 
facilitate and expand exploitative trade. Fun¬ 
ding a programme of mass education was 
beyond its purview even if some charitable 
soul like Munro passionately supported it. 
On the other hand, the colonial state needed 
people within the colonised society whom 
it could depend on. It was important that 
these trustworthy people should be influen¬ 
tial in the native community. The colonial 
state apparatus was much too small to en¬ 
sure order without the collaboration of such 
influential people. Although this collabo¬ 
rating class had men of property within it, 
the liberal notion of a mainly intellectual 
and aesthetic education could not apply to 
their children. They too, after all, were part 
of the colony, and hence needed moral 
upliftment in order to become trustworthy. 
So ‘mass education’ became a programme 
which owing to its financially restrained ex¬ 
pansion, could only reach the upper classes, 
but it remained essentially a moral pro¬ 
gramme as was appropriate for a colony. 
Literature, political philosophy, history, and 
later on even science were to be treated in 
it as morally beneficial influences. 

UTlUfARIANISM AND EVANCiEI.ICISM 

The 1844 report excerpted below reflects 
the vision of an educated India in terms of 
two currents of contemporary English 
thought—utilitarianism and evangelicism. 
The first represents a crystallisation of the 
line of thought that Minto was following. 
It gets an added sharpness from the faith in 
scientific reasoning which the industrial 
revolution had helped to deepen. The .second 
current was not an altogether new develop¬ 
ment either, but it had by now virtually 
reversed the earlier English perception of 
India. Whereas many eighteenth century 
liberals in England perceived India as a 
developed civilisation, Victorian liberal opi¬ 
nion found India a sort of sad sleeping beau¬ 
ty that needed charity and t he touch of a 
new life. The Bombay repprt of 1844 says: 
The object of Government we take to be 
perfectly distinct and intelligible, namely,-to 
make as vigorous an impression upon the 
Asiatic mind as possible, to rouse it from the 
torpor into which it has subsided for some 
hundred years past, ancf lo place it in a con¬ 
dition for receiving and digesting the results 
of European progress and civilisation . 
Ignorance in all ages has been the fruitful 
mother of vice, in a great degree by the undue 
development given to the passions in minds 
where intellectual enjoyment can find no 
entry, but mainly by the temptation and 


facility which it affords to the crafty and ,1 
designing, of preying upon the ignorant 3 
masses. One of the main duties of Govern- ‘p 
meni in modern times is to protect one class 
of its subjects, the weak, the unway', the 'S 
helpless, in one word the large majoMY, from 
the unprincipled few, and the remedy,' 
acknowledged to be the most available one, 
is to inspire the bulk of the population with 
the desire, and to afford them the means, of .; 
acquiring as much exact knowledge as possi- ' 
ble on the various subjects and ideas... '* . 

The problem' of immoral behaviour is .' 
squarely equated with that of ignorance. 
This understanding gave to many nineteenth 
century rationalists a strong hope of seeing 
the utopia of an enlightened humanity built ' ; 
within foreseeable future. The state’s role in 
this vision was thapof a protector of the ‘ig- 
norant masses’ who personified the 'Asiatic 
mind portrayed by James Mill in his popular 
history of India. Enemies of the state’s pater- ’ 
nalistic role were considered to be few in 
number, personified in practitioners of , S 
obscurantist forms of knowledge. These 
forms of knowledge and the hold of these 
forms on ‘ignorant’ people were both , 
characteri.stic.s of the Asiatic mind as 
Victorian intellectuals and administrators ' 
had come to understand it. The means by ] 
which I he state could subdue its enemies, in ■} 
this perception, was education of the masses . i 
in ‘exact’ forms of knowledge. These ‘exact’ , 
forms represented the west’s scientific tradi- 
tion. If the masses could be prepared to ac- j 
cept it as the guiding light of conduct, the i 
state’s role in transforming the Asiatic mind ' 
would be largely fulfilled. Education, thus,, h 
was perceived as the chief agency for ac.‘‘ 
complishing the great moral agenda of col- •' 
onialism Irrespective of the success of the 
cblpnial government in educating the ^ 
masses, the rhetoric of education would pro¬ 
vide the legitimation that the colonial enter- V 
prise always needed, especially in the moral. 
climate of the Victorian age in England. 

Stereotypes oe Asiatic Minds , j | 

The rationale for public education took 
an epistemological form, but it was ethical \ \ 
at Its core. No doubt, knowledge by itself , 
was seen as a moral influence in post-refor- '('■; 
mation thought, but prevailing stereot^>es' ■ [ 
of the Asiatic mind and the further accen- ’ . 
tuation of the stereotypes by evangelical 
enterprise made this association far strong^;. ' | 
The core stereotype was that Indians we« 
highly emotional, and were incapable of 
controlling themseleves with the aid of ra-"*' 
tionality. The perception was based on the 
eighteenth century differentiation betweei)':, i 
‘passions’ and ‘reason’. As numerous ex-. ;' 
amples from eighteenth century English,'J. i 
literature show, no success in life could be' 
imagined unless a person controlled 
sions’ with the help of ‘reason’. The idea 
that the guiding light of rationtIityj*| 
emanating from puritanic Christianity atM.’l; 
scientific reasoning (no conflict had yejfej 
developed between the two) was essential 
purge the passions which would otherwi^d 
lead to certain ruin, both materi^ aM|:l 
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spiritual. And this light was precisely what 
Indians lacked from the English point of 
view. The great fear of the English bour¬ 
geois, that he would ruin his fortunes by giv¬ 
ing in to ‘passions’, and his sense of conquest 
over the fear in his own life, were both 
transposed on the Indian society. This is 
where the metaphorical darkness of India 
and the Indian mind, representing its ‘ig¬ 
norance’, acquired its emotive force. For the 
early nineteenth century planner of educa¬ 
tion in India, the path was clear: to pierce 
India's ignorance with the light of western 
science to enable Indians to lead a life of 
reason, with their pas.sions under control. 

Knowledge was what the new education 
was supposed to give, but its inner agenda 
was to improve conduct. Opportunity to 
receive knowledge at an English school 
became an excuse lo become disciplined, to 
have one’s morality improved. Education in 
the sense of learning became less important 
than the moral influence it was supposed to 
exercise.'' And ‘moral innucnce’ was a 
euphemism for Christian ethics A pro¬ 
gramme for mass education was a well- 
guarded excuse, in Trevelyan’s reasoning, for 
bringing India securely under England’s 
domination. As he acknowledged privately 
to Bentick in one of his letters, the role of 
education in imparting western knowledge 
was only the practical part of the scheme of 
education, and that alone needed to be 
revealed; the latent part was to influence 
India morally, and to treat her as a foolstand 
for extending the moral light of the west 
throughout Asia.Flphinstone loo secretly 
rejoiced at the fact that natives are not aware 
of the connection (i e, between education 
and their eventual acceptance of Chris¬ 
tianity).'’ 

SELF-PfcRC l IMION Ol LlJFCMI-n INDIAN 

Education did not help Chrisiianiiy the 
way Trevelyan and Elphinstone, among 
many others, had hoped, but it did influence 
the self-perception of the educated Indian. 
In some mdividual.s, education caused a tur¬ 
moil, an identity crisis but in a greater 
number of cases that we can study with the 
help of biographies, education led to a new, 
positive self-image. The educated men's 
loyalty to the empire was distinct from that 
of the semi-literate soldier precisely because 
it had the added component of faith m one¬ 
self as a product of English education. The 
faith made the completion of one’s educa¬ 
tional career look like a second birth. Suc¬ 
cess in the matriculate or .the BA examina¬ 
tion marked this event, as many nineteenth 
century biographies show So did a 
journey to England for higher education. 
Like success after the rigours of an examina¬ 
tion, arrival in England gave one a new iden¬ 
tity. W C Bonnerjee, who became the first 
president of the Indian National Congress, 
convyed this sense of having acquired a new 
identity when he wrote from England to his 
uncle in 1865: “1 have discarded all ideas of 
caste, I have come to hate all the demoralis¬ 


ing practices of our countrymen and I write 
this letter an entirely altered man!’*'’ 

The little civil society that education 
helped to form consisted of the higher castes, 
particularly the Brahmins, of the major 
towns of British controlled India. Facilities 
for English education were quickly exploited 
by the better-off families of Brahmin and 
other higher castes to equip their children 
with the new skills, knowledge, and certi¬ 
ficates required for employment in colonial 
administration. This was nothing new in the 
history of Brahmins and other castes of high 
status. Their capacity to renovate their reper¬ 
toire of skills for maintaining status and 
power had manifested many times earlier. 
Nehru gives us a brief view of this process 
in his autobiography in the context of 
Kashmiri Brahmins. They had a ‘remarkable 
capacity for adaptation’, he says, which was 
displayed in their inter-action with the Indo- 
Persian culture of the plains. ‘Later they 
adapted themselves with equal rapidity to 
the changing order, when a knowledge of 
English and the elements of European 
culture became necessary!^" The Brahmins 
of Bengal, Maharashtra, and Madras were 
among the first Indians to master the new 
language and to imbibe the modes of 
behaviour necessaiy for dealing with the 
English officers. Although they proved 
culturally so nimble and prudent, they did 
not spare from ciriticism others who adopted 
western ways. These ‘others’ included men 
of non-Brahmin higher castes, converts to 
Christianity, and women. By criticising 
others’ westernisation, the Brahmins struggl¬ 
ed desperately to maintain the authenticity 
of their status in a situation in which the 
right to assign status was no more theirs. 
English education had triggered a competi¬ 
tion among all caste groups, including the 
lower ca.sies. What made this competition 
unique in the history of caste was its speed. 

UNDtRMiNiNc Traditional 
S rRDCTURLS 

By the last quarter of the nineteenth cen¬ 
tury, the funetton of education in undermin¬ 
ing tiadttional structures of dominance had 
become well-established. It is true that 
developments in certain regions expressed 
this tendency far more sharply than in other 
regions. On the whole, the role of education 
in disturbing traditional social hierachies was 
more clearly expressed in the south than in 
the north. In Kerala, the struggle of 
downtrodden groups like the Izhavas owed 
constderably to their educational attain¬ 
ments under the Christian missionaries. 
Pullapilly makes the point that the Izhavas’ 
fight for civil rights and justice “presuppos¬ 
ed a certain amount of .social consciousness 
and educational preparation’’-' The same 
thing could be said of several non-Brahmin 
peasant castes and some of the untouchable 
castes of the areas under present-day Tamil 
Nadu and Andhra Pradesh. In Maharashtra, 
the work of Satyashodhak Samaj established 
by Phule led to the demand for educational 
facilities among oppressed caste groups. In 


his submission to the Hunter Commission, 
Phule wrote; “upon what grounds is it 
asserted that the best way to advance the 
moral and intellectual welfare of the people 
is to raise the standard of instruction of the 
higher classes?”^^ 

It is correct to say that the recognition of 
education as an agency of material and 
social benefits triggered a competition in the 
caste hierarchy. Yet, the higher castes main¬ 
tained a strong hold on educational facilities, 
especially on the facilities for higher educa¬ 
tion. The small civil society of the educated 
remained in all parts of British India largely 
confined to the higher castes. There was a 
trickle from below, but it was too small to 
alter the character of the civil society. This 
is why it is worth asking which of the two 
roles of education was more influential in 
shaping the cultural and political life of 
India at the turn of the century—the role of 
strengthening group-solidarity among the 
educated, or the role of disturbing tradi¬ 
tional hierarchies? The first is rarely 
acknowledged, whereas the second has been 
highly overestimated. In his Elementary 
Education Bill speech in 1911, Gokhale had 
mentioned that only 1.9 per cent of India’s 
total population was attending elementary 
schools. One can hardly overemphasise the 
group-forming force of an experience as nar¬ 
rowly spread as education was in colonial 
India. No doubt, education did bring about 
a certain degree of upward mobility among 
lower caste groups in small pockets of British 
India. This role of education was hardly as 
pervasive as sociologists have persuaded us 
to think. Indeed, what role education did 
play in this direction was absorbed in its 
more vital group-forming role among the 
educated. 

NtW CULTURAL PROfhRIY 

Whether it was the case of the higher 
castes using education to renovate their 
repertoire of skills, or the alternative case 
in some areas of middle and lower castes 
using education to move up, we notice that 
the major social function of education was 
to differentiate its beneficiaries from the 
larger population. It did so by serving as a 
new cultural property. Certificates, mark- 
sheets, and medals were the manifest posses¬ 
sions that this property brought, and people 
cherished and displayed them avidly. Names 
of students who had passed matriculate and 
higher examinations appeared division-wise 
in newspapers. Locating one’s own name or 
of someone from the village became a 
dramatic social event as several memoirs in¬ 
dicate. But more important were the posses¬ 
sions that education gave in terms of new 
capacities, particularly the capacity to read 
and write English and to quote from English 
literature. The fact that someone could read 
a letter written in English or compose an ap¬ 
plication distinguished him from other or¬ 
dinary people. It gave the educated man a 
rare distinction, considering how small the 
proportion of tl\e Indian population came 
into the orbit of education. 
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Command over the coloniser's language, 
eligibility for state employment and str is 
were the components of the educated 
Indian's new identity which have been widely 
acknowledged by historians. What has been 
ignored was the sense that the educated 
citizen had of being morally superior to the 
uneducated masses. This sense obviously 
arose out of the identification that the 
educated felt with the English, but the argu¬ 
ment that supported it was different. The 
moral superiority that the English felt over 
Indians had two bases—the stereotypes of 
Indian culture and society, such as the ones 
projected in James Mill's volumes on Indian 
history; and the fact of having succeeded in 
subduing India's native powers. Evangelical 
as well as utilitarian writings had protrayed 
Indians as a degraded people, in need of 
moral reform. But these writings attributed 
India’s depravity to remediable.causes: later 
in the century, the Victorian attitude was 
quite different. It ascribed India's degrada¬ 
tion to racial and climatic and other such 
incurable sources.Compared to this at¬ 
titude, the moral superiority of the educated 
Indian in later nineteenth century and after¬ 
wards had more rational props to support 
it. A prominent philosophical school that 
provided the rationale for moral superiority 
was that of evolutionism. 

Spencer’s theory of evolution served the 
educated Indians at two levels. At one level, 
it answered the search for causes of India's 
defeat. Bharatendu in Hindi and Bankin in 
Bengali were among the many creative minds 
who were making this search and giving it 
expression through their literary writings. 
Evolutionism gave a purpose to history; it 
explained in a modern idiom why the 
English had to come to India and propagate 
their system of administration, law, and 
knowledge here. Ranade thought that it was 
of crucial importance for Indians to study 
the lessons that the history of India's defeats 
had to teach. “If those centuries have rolled 
away to no purpose over our heads!' he said, 
then “our cause is no doubt hopeless beyond 
care!’*'' At another level, Spencer’s theory 
priwided the hope that a small body of peo¬ 
ple could influence and reform the much 
larger society surrounding it. Spencer had 
argued that “while each individual is 
developing, the society of which he is an in¬ 
significant unit is developing too”.’’ This 
organic role of the individual offered a great 
consolation to the educated Indian who was 
part of a miniscule minority of the total 
Indian .society. It gave reason to believe that 
so small a section-of society could be an ef¬ 
fective agency for influencing the rest. In his 
presidential address to the students gathered 
at a conference in Bihar in 1910, Sachchi- 
dananda Sinha echoed Spencer’s theory 
when he said; “unity can only be the direct 
result, not the negation, of a full-developed 
individualism of each organic part of the 
whole organsimI'“ Evolutionism provided 
the educated Indian with a rationale to 
perceive himself as a shaping influence on 
the larger society. We find this rationale in 
the writings and speeches of eminent Indians 


such as Bankim, Vivekanand and Sri 
Aurobindo in Bengal, Ranade and Gokhale 
in Maharashtra, and Lajpat Rai in Punjab. 

One docs wonder whether these men 
reflected a widespread mode of thought, or 
they expressed a special, individual urge. 
Public personalities they were no doubt, but 
we have reason to accept that their sense of 
having a moral responsibility to transform 
the traditional social order was typical. It 
IS not just eminent people like them who ex¬ 
pressed the feeling of being morally respon¬ 
sible for the upliftment of the ma.sses. Less 
known people, who were not involved at any 
point ini public action, voiced the same 
perception. The prize-winning essay in a 
.contest organised by a House of Commons 
member, after his visit to India, to study the 
aspirations of educated Indians uses a land¬ 
scape metaphor to convey the distance bet¬ 
ween the educated few and the masses: 
What the educated classes are thinking to¬ 
day, the masses will be thinking tomorrow 
Jusi as the mountain-tops catch ihe light ot 
the rising sun first, and then the plains, and 
lastly the valleys—so the light of knowledge 
must first shine on those whom Naiurc has 
placed in a higher sphere than the rest, and 
then extend itself to the labourer in the field 
and the artisan in the workshop ’’ 

ASSOCI.^TIONS Ol- EDUCATtU INDIANS 

It was the self-perception of a colonial 
elite. Although educated Indians were not 
the ruling powers of the colonial order, they 
were a dominant group within the colonis¬ 
ed society. They aspired to share power and 
the privileges of office with the English ad¬ 
ministrators, although this aspiration was 
mostly expressed in the vocabulary of re¬ 
quest. Two salient characteristics of an elite’s 
self-perception were present in the educated 
Indian’s personality, a sense of moral 
superiority and the urge to assign to oneself 
the task of transforming a given social 
order.^" Group feeling, which need not 
always graduate into solidarity, originates in 
the first characteristic; and the driving 
energy commonly associated with elites 
originates in the second. It was group-feeling 
which resulted in the formation of a.s.socia- 
tions of educated Indians in all three 
presidencies of colonised India during the 
nineteenth century, specially in the later part 
of the century when the system of educa¬ 
tion was well-established. These associations 
are often described as precursors of modern 
political consciousness as expressed in the 
Congress which started in 1885. 

T\vo common features of these associa¬ 
tions were, one, the prominency of social 
reform terminology in the description of 
their objectives, and two, a ready inclination 
to associate with or to challenge, other 
organisations.^"' The first tendency gradual¬ 
ly evolved into a vision which encouraged 
the second tendency. The vision represented 
in many cases a blending of economic in¬ 
terest and concerns with cultural aspirations. 
Education provided the point and the means 
of this blending, since it symbolised the 
possibility of universal upliftment. It pro¬ 


vided the vocabulary in which the aspira¬ 
tions of the colonial citizen could be express- . 
ed as an invocation to the masses rather than ' 
merely as an appeal to the colonial masters. 
This aspect of education enabled many nine¬ 
teenth century associations to spread across 
geographical and cultural boundaries. 
Education became the symbol of a new kind 
of secular ethnicity. It was a ‘secular’ 
ethinicity because it was based on western 
knowledge. The ‘truth’ of this knowledge 
was above the kind of controversies in which 
the ‘truth’ of several branches of indigenous¬ 
ly Indian knowledge were caught. The feel¬ 
ing of being Jn possession of the same 
knowledge as the coloniser helped the 
educated Indian to identify with the col¬ 
oniser’s role in relation to the masses. It is 
another matter that the secular element in 
the personality of educated Indians could 
not protect many of them from the lure of 
religious revivalism. 

Ukc.l m Tran.siorm Social ORDtR 

The urge to transform the social order 
found expression in different forms, depen¬ 
ding on the specific intellectual and cultural 
exposure that individuals received during 
their personal development. In some, such 
as Vivekananda and the later Aurobindo, the 
urge found a vocabulary of spiritual evolu¬ 
tion; in others, like Ranade, Gokhale and 
L.ajpat Kai, it found a vocabulary of political 
evolution. Religious and social revivalism, 
as expressed in Tilak’s politics was a third ' 
expression. These variations were later 
transmuted into a composite vocabulary of 
social upliftment, focusing on the upliftment 
of the downtrodden castes, by Gandhi. In 
all the variations, we find the recognition of 
education as an intstrument of moral uplift- 
meni. Obviously, ‘education’ did not refer 
in this usage to the prevailing system of 
education. Rather, by attacking the prevail¬ 
ing system of education, Indian leaders 
sought to establish the role of education in 
idealistic teims. In many cases, most clear¬ 
ly that of Gandhi, education became the 
practice and the central metaphor of the 
leader’s own li fc. Gandhi posed his pedago¬ 
gical role against his political role in a 
dramatic manner throughout his life. For 
others, education became a means of help¬ 
ing the masses reclaim their self-identity 
from colonial masters. Change in self- 
identity implied a previous step, that of 
enlightenment and amelioration of character. 

If we observe the relationship within 
which Indian intellectuals and social 
reformers of later nineteenth century per¬ 
formed their pedagogical role vis-a-vIs the 
masses, we will recognise that it was not dif¬ 
ferent from the relationship which the 
English had established in the early years of 
the nineteenth century. It was a paternalistic 
relationship. It was built upon the grand 
theorisations of the Victorian age concern-, 
ing the causes of the decline of some nationa 
and the rise of others. The panoramic view 
of history and society, which shaped sevnnl 
major schools of nineteenth century Euro- j 
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pean social philosophy, had been passed on 
to the early generations of Indian university 
graduates through college syllabi and text¬ 
books and the speeches made by professors 
and administrators. At one level, this view 
implied an acceptance of racial differences 
between nations, and at another level it car¬ 
ried a sense of moral obligations on the part 
of ‘superior’ nations. This view legitimised 
imperialism in the name of the destiny of 
human kind. Indeed, it portrayed imperia¬ 
lism as an agency of change in societies, such 
as India, which were supposed to be 
static.'® Within a society, it assigned to the 
economically and culturally dominant 
classes th** role of a moral teacher vts-a-vis 
the larger population. 

The governor of Bombay, Burtle frere 
said to Indian graduates in his 1862 convoca¬ 
tion address at the Univcisity of Bombay: 
"The character of your whole people is to 
a great extent in your hands" This attitude 
of paternalism was imbibed and expressed 
by Indian social leaders The manner in 
which it was expressed varied according to 
the cultural experience of colonialism in dif- 
‘erent regions. We find it more copiously ex¬ 
pressed by leaders of the Bombay region 
than by their Bengali counterparts. This dif¬ 
ference may be attributed, as Tucker points 
out, to the fact that the Bombay region did 
hot face the intensity of cultural conflict that 
Bengal faced in the early period ot colonisa¬ 
tion. Nevertheless, the idea that the Indians 
masses suffered from serious weaknesses of 
character, and that the educated Indians 
ought to improve the moial fibre of Indian 
society was as impoitani foi Ranade as it 
, was for Vidyasagar and their respective con¬ 
temporaries in the two regions T his was the 
central theme of the colonial discourse on 
education to which both English and Indian 
intellectuals contributed. The discourse im¬ 
plied a morally superior teacher and a socie¬ 
ty whose character was m need i>f reform 

StMII-ARITY OK INDIAN AND Enc.I ISII 
PERCtniONS 

Before we proceed further in our analysis 
of this discourse, we ought to recognise that 
the homonym we have perceived does not 
fit in with the prevailing conception of later 
nineteenth century nationalist thought in 
education. It is commonly believed that 
Indians like Ranade, Vidyasagar, Dayanand 
Saraswati, and Bankim had a view of educa¬ 
tion, especially ot its social purpose, which 
significantly differed from the English view. 
The most articulate expression of this posi¬ 
tion has been made by Panikkar who says 
that the educational ideas of Indian intellec¬ 
tuals of the nineteenth century “were dif¬ 
ferent both in purpose and details fiom the 
policy of the colonial rulers” " He argues 
that the views held by Indians differed from 
the English policy on three major counts: 
first, in the emphasis on science education; 
secondly, in the realisation of the need for 
mass education: and thirdly, in support for 
education in the vernacular. The fact is that 
colonial officers rarely missed an occasion 


to emphasise all thrw of these points. 

Though little was done to introduce 
science learning in schools, colonial rhetoric 
from Macaulay onwards was never lacking 
in the emphasis on the role of science in 
India's progress. Indeed, the alleged lack of 
science in Indian tradition, and its strong 
presence in the European tradition of 
knowledge served as the hinges allowing a 
smooth introduction of English language 
and learning in the curriculum of Indian 
education. Similarly, the point about the im¬ 
portance of mass education was so dear to 
the coloniser’s heart that we find it elabo¬ 
rated on in ju.st about every major document 
since Trevelyan’s famous book. Education 
and the People of India. The incompatibility 
of a mass education programme and the in¬ 
ternal imperatives of colonial control was 
beyond the perceptual range of the coloniser. 
Finally, the question of education in the ver¬ 
nacular was taken up ^with considerable 
detail in no less a document than the famous 
despatch of Charles Wood. This should suf¬ 
fice to show the Indians whom Panikkar 
cites for advocating science, mass education 
and the vernacular as a medium were hardly 
going contrary to the coloniser’s discourse 
on education. 

The similarity in the Indian and the 
English peiceptions ol education went 
deeper. We find it reflected not only in the 
choices advocated as policy steps, but also 
in the understanding ot the implications of 
these choices. The most striking instance of 
this can be found in the Justification of 
science. Science wav expected not just to im¬ 
prove India materially, but intellectually and 
morally as well. One of the intellectuals 
Panikkar quotes, namely Mahenderlal 
Sarkar, puts this succinctly ‘the great defects, 
inherent and acquired, which were pointed 
out as the characteristics of the Hindu mind 
ol the present day, could only be remedied 
by the training which results from the in¬ 
vestigation of natural phenomena’. Sarkar 
was obviously working along the theory 
which attributed India’s defeat at the hands 
of Europe lo moral and intellectual defects 
of her population. He saw .science as a cure 
for these defects, and in this perception of 
science just about every English officer in 
India concerned w'lth education would have 
been in agreement with him. 

N.ahonaiist Framework 

We can now proceed to examine the 
homonym between the colonial and the na¬ 
tionalist views on the role of education. 
One source of this homonymy lay in the 
resonance that the emphasis on moral 
development in the colonial discour.se had 
in an indigenously Indian discourse on 
education. In what is usually referred to as 
the Brahminical tradition, the teacher is 
regarded as a renouncer of the ordinary 
course of life, someone in possession of 
esoteric knowledge. For a pupil to receive 
knowledge from the teacher demands total 
commitment to the teacher, along with'the 
sacrifice of his own ordinary urges during 


the course of youth. Placing this obviously - 
idealised picture in a historical location is 
difficult, but there is no doubt about the 
symbolic potency this idealised picture has 
enjoyed in social lore. Numerous myths and 
legends constructed around the theme of the 
dedicated pupil and the renouncer teacher 
continue to enjoy great popularity. The 
modern Hindi litterateur, Muktibodh, has 
captured the essence of the lore most vivid¬ 
ly in his short story, ‘Brahmrakshas ka 
Shishya’.'^ It narrates the slow process of a 
young pupil’s transformation, and ends by' 
telling us how his teacher attained liberation 
by transferring his moral and intellectual 
authority to the pupil. 

When Indian leaders and intellectuals 
started to talk about educational reform dur¬ 
ing the last quarter of the nineteenth cen¬ 
tury, they did not find it necessary to invent 
a discourse. The one that the English ad¬ 
ministrators (including heads of educational 
institutions) had been using turned out to 
be quite suitable. It conveyed a familiar¬ 
looking truth about education, namely, its 
value for the development of character. Only 
tbe association of this truth with alien 
masters and alien knowledge had to be purg¬ 
ed. The nationalist framework was able to 
take care of the first kind of association 
quite well, but the second—i e, with foreign 
knowledge—proved harder to purge. Even 
a militant leader like Tilak in his early phase 
endorsed English education in preference to 
traditional Indian education. He saw English 
education as a meaQs through which modern 
western knowledge could become available 
for the reconstruction of a traditional India. 
It would hardly have been possible for him 
to have this attitude if he had rejected 
western knowledge as an ‘immoral’ force. 

Social Backg round ofIndian Leaders 

The fact that the colonial discourse on 
education proved so convenient to Indian 
leaders can also be attributed to the social 
background of these leaders. The majority 
of them came from upper caste families, par¬ 
ticularly from Brahmin families." This 
meant that even without the considerable ad¬ 
vantages that college education under colo¬ 
nial rule gave them, they were placed far 
above the labouring masses of rural India. 
The social distance between them and the 
masses provided a fertile ground in which 
a sense of moral superiority, a concomitant 
of upper-caste status, would rapidly grow 
with the manure of English education and 
linkage with colonial administration thrown 
in. The distance was not a creation of colo¬ 
nial rule. But the economic processes trig¬ 
gered by colonial rule undoubtedly accen¬ 
tuated it, and education gave it a new 
legitimacy. Opportunities for economic ad¬ 
vancement through steady employment or 
the practice of a profession, such as law, had 
a glamour quite new in Indian society. 
Education seemed to offer a direct access to 
these coveted paths of personal upliftment. 
It also offered the skills and knowledge that 
gave the successful native a certain amount 
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of power. These included the skills of 
mediating between divergent interests, and 
the knowledge of administrative rules.’* 
Armed with these abilities, the educated 
leaders of Indian opinion enjoyed a high 
status and the aura of power in the eyes of 
the uneducated masses. Their status would 
by itself explain a self-perception of moral 
superiority and an educative role. The 
prevalence of an educational discourse that 
articulated a specifically moral function of 
education in India complimented this 
self-perception. 

In the writings of Vivekananda, Sri 
Aurobindo and Lajpat Rai, educational 
discourse acquired a nationalist slant 
without losing its homonym ic ability to ac¬ 
commodate the two distinct connotations of 
moral discipline which the imperialist 
discourse on the one hand, and the tradi¬ 
tional Indian discourse on the other, had 
associated with education. Nor did it lose 
the stamp of eighteenth century rationality 
which was devoid of any clues to the pro¬ 
blem of human unhappiness in relation to 
inequality. The faith that a small number of 
enlightened individuals are all that we need 
for a change in the .social order figured cen¬ 
trally in both associations of meaning. 
Vivckapanda came closest to posing in¬ 
equality as a moral problem, but he too 
believed that personal transformation was 
a means of social reform. A hundred thou¬ 
sand men and women, fired with the zeal 
of holiness and willingness for sacrifice 
could bring about social regeneration, he 
thought. Though he acknowledge(l the pro¬ 
blem of Indian masses being “engrossed in 
the struggle for existence”, he emphasised 
that “spiritual knowledge is the only thing 
that can destroy our miseries for ever”.” 

Gandhi’S Pedagogical Ideas 

Gandhi's political philosophy and career 
present a peculiar contrast in this matter to 
his pedagogical ideas as expressed in the 
scheme of nai lalim or basic education. 
Gandhi used education as a key metaphor 
of his political style, and even of his personal 
life. In this usage, he was undoubtedly 
following the Brahminical tradition in which 
the teacher is expected to give up worldly at¬ 
tainments so that he can have unassailable 
moral authority. He did not, however, follow 
this line of thought in the programme he 
proposed specifically for the advancement 
of education. There he chose a remarkably 
modernist approach though he dressed it in 
his well known concern for pragmatic con¬ 
siderations such as budget. The approach 
was to engage children in manual activity, 
and to relate school learning to local pro¬ 
cesses of production. Religious teaching and 
moral improvement as goals of education 
were conspicuously absent from Gandhi's ar¬ 
ticulation of his pedagogical agenda. 

Gandhi's programme lived a short life in 
the Indian education system. TWo other 
modernists, Ihgore and Oijubhai, had even 
less of an impact. Indeed, modernist child- 
cmitied thought always met with hostility or 


indifference. Ideas such as the practice of in¬ 
quiry within on^s milieu, and the applica¬ 
tion of knowledge to solve daily problems 
were alien to the agenda of moral upliftment 
which had a central place in both imperialist 
and nationalist discourses. Since nationalist 
discourse drew so heavily from the Brahmi¬ 
nical tradition, it could not provide room for 
non-esoteric forms of knowledge that could 
be pursued, questioned, and added to by or¬ 
dinary teachers and children. In the colonial 
view, knowledge and the capacity to inquire 
were the coloniser's unique privileges; the 
native was supposed to be ignorant and 
passive. It was the coloniser’s responsibility 
to kindle in the masses the desire to learn 
about new ways. It was a fatherly respon¬ 
sibility. Nationalist discourse on location 
absorbed both the content and the tone of 
this sense of responsibility. But as Partha 
Chatterjee” points out, practitioners of the 
nationalist discourse, as it matured towards 
India’s independence could afford to be self¬ 
consciously paternalistic in the style of 
English administrators. 


Notes 


[This paper was presented at a seminar on 
'Education and Democrat'’ held at the Nehru 
Memorial Museum and Library, New Delhi. It 
constitutes the first chapter of the author’s for¬ 
thcoming book, 'Political Agenda of Educa¬ 
tion’, written during the author’s tenure as a 
Fellow of the Nehru Museum. In a shorter ver¬ 
sion it will appear in an anthology, ‘Education, 
Socialisation and Imperialism', edited by 
J A Mangan and published by Manchester 
University Press.] 
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PERSPECTIVES 


On Kidneys and Dowry 

C S l^kshmi 


The viewpoint which talks of women wanting dowry to be given 
as a share in parental property and of dowry giving women a 
certain status confuses several separate issues like marriage, status, 
property and dowry as being a single issue. 


A YOUNG cousin of the family, aged 14, 
needed a kidney transplant recently. The 
donor whose blood and tissue group 
agreed with hers was a supervisor in a fac¬ 
tory. His monthly income was Rs 2,000. 
Asked why he wanted to donate a kidney, 
he said that he had three daughters and 
that he needed money for their dowry. He 
wanted Rs 10,000 deposited in the bank 
in each ol his daughters' name.s. The 
daughters were 6, 4 and years old. He 
said that the money in the bank will take 
cate of then dowiy when they grow up. 
On the day ol the operation, when his 
kidney was removed, one of the attendants 
came to the waiting room and told his 
wife, “It has been removed successfully”. 
“Removed? Removed?”, she asked in a 
choking voice, turned towards the wall, 
put one end of her saree over her face and 
began to weep quietly. That is what dowry 
means to most and not a “share in the 
property” as Madhu Kishwai, the editor 
of Manushi seems to think. 

In her article in the latest issue of 
Manushi, Madhu kishvvar talks of women 
wanting dowry to be .given as a share in 
the property and also dowi y giving them 
a certain status. So long as women want 
it this way others cannot impose changes 
upon them, she feels. She seems to think 
that these women who feel this way have 
thought about marriage and status in a 
mental island unaffected by the values in 
the society. These women aie those who 
are influenced by material values which 
say that a colour TV and video give you 
status in the society. They are part of a 
consumer society where status comes with 
the numbci of kitchen gadgets and elec¬ 
tronic items a person owns. To agree with 
these women and .say that dowry is a share 
in the property and dowry gives .status will 
be to support those very values and to find 
nothing basically wrong with them. It will 
be an act of supporting corrupt values of 
a consumer society that has turned mar¬ 
riage into a market place. Women who 
want their parents to give dowry want it 
in the mistaken notion that it ensures a 
comfortable future. The boy’s parents 
look upon it as a ‘price’ to be paid for a 
husband who earns well. Do we bless 
these transaaions and call it marriage and 


sit back and say “this is what they want, 
so let them have it their way”? This is not 
a femini,st viewpoint or any kind of intelli¬ 
gent viewpoint. This is the viewpoint 
of someone who-has confused several 
separate issues like marriage, status, pro¬ 
perty and dowry as being one issue. 

DrriNiTioN or Woman’s Srootrs 

Underlying this kind of argument are 
some dangerous definttions of a woman’s 
status. If we go along with this line of 
thinking it would mean accepting the fact 
that a woman’s status is linked to mai- 
liage. Not only that. The question of a 
share in the property is also linked to her 
marriage, fven worse, it would mean that 
status within a marital system has nothing 
to do with the individuals, it iias to do 
with goods and property. A woman tn- 
hertts property by being the child of 
parents who own property. Whether 
married or unmarried, she has a right 
to this property. Whether divorced or 
widowed, she has a right to this property. 
Dowry cannot be termed this property 
because dowry is a price demanded for the 
boy and has nothing to do with the girl’s 
right to inherit. If one argues that dowry 
and dowry items are the girl’s share of the 
property and that a woman’s status 
depends on the quantity and amount of 
this, then one has to accept all the other 
notions that go with that kind of state¬ 
ment; notions that a woman “goes away 
from her parental home into her home” 
and that her legitimate status comes only 
when she is in her husband’s house; 
notions that a girl becomes somebody 
else’s belonging the moment she marries; 
notions that a single woman does not have 
any status nor docs she have a legitimate 
occasion like marriage to demand her 
share cf the property; notions that once 
a woman enters her husband’s home only 
her ashes can come out of it; notions that 
marriage is for those women who can 
afford it; notions that the dignity and 
status of a woman depend on who she 
marrie.s; notions that it is the duty of 
parents to educate, pamper and find a 
husband for the daughter at whatever 
cost; notions that not love, warmth, 
understanding, sharing and empathy 


make a marriage woik but that a transis¬ 
tor, cycle, scooter or Maruti car is the 
foundation of a happy marriage. Un¬ 
fortunately, women who get burnt or 
young girls who hang themselves are not 
those who come frotn families where there 
is any pioperty that a girl -an demand as 
her share. Very oltcn fathers and brothers 
have to work haid or pay off debts all 
their lives or demand dowries from girls 
who come into their families. Or the 
woman herself works and earns her 
dowiy. Sister Subbalakshmi, the well 
known social reformer and educationist 
was once asked what will happen if 
women can’t get married because they 
refuse to give dowry and she said, “Then 
women must have the dignity and courage 
to remain single”. It is a pity that after all 
these years we are still debating what a 
woman’s dignity entails. 

Many years before Madhu Ki.shwar’s 
good conscience began asking her the 
wrong questions, the dowry question was 
diseu.ssed by many women in the early 
sixties and family women who were 
directly affected by it had some firm 
opinions 1 give below two excerpts from 
articles written by women in 1960 in a 
Tamil magazine; 

Dowry is the money given by the girl’s 
people lo ilie boy’s family The girl’s people 
give mil according lo what they want to give 
but according lo the demands of the boy’s 
family. In ihc name of ‘dakshina’ for the boy, 
the boy’s people have made marriage a 
market and are making a business of it... 
Aceepiiiig bribes is illegal. Whether it is in 
Ihc lorni of money or gifts it is considered 
a bribe 1 ikewise, giving dowry in the form 
of money oi household goods should still be 
a crime some people ask who else will 
help the boy and the girl to set themselves 
up 1 1 not their parents it is a biased opinion 
lo say that only ihe girl’s parents are respon¬ 
sible for this. Why can’l both the families 
help them’’ . 

* * « 

Twenty five years ago whal a person could 
save on a salary ol Rs 50 one is not able lo 
do today with a salary of Rs 300. Nowadays 
girls aie educated in schools and colleges 
accoiding to the financial capabilities of the 
family They are also taught music and 
dance Women have begun lo work now. 
In a period of filia-n years it will be common 
10 find both husband and wife working... 
how many families can afford to educate a 
daughier and also give dowry items and 
dowry? 

C'lii.i URAi. Chauvinism 

Foi the record, let us set some facts 
about dowry and related issues straight. 
What was given as ‘kanya shulka’ in very 
early times is not dowry. That was given 
as a gesture of affection from kinsmen 
and family to indicate that she had a 
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family to fall back on. What exactly the 
'shulka* should be was a matter of indi¬ 
vidual choice and convenience. It was 
more of a symbolic gesture. Even now in 
marriages in south, there is an occasion 
when relatives of the bride and the groom 
would offer money-gifts. It can be any¬ 
thing, even a rupee. But the priest who 
would sanctify it with an announcement 
would declare each amount to be “a 
thousand crores of gold coins” equalis¬ 
ing all the money that is given. By the 
nineteenth century one finds two customs 
operating simultaneously. One is that of 
the boy’s family offering money to the 
girl’s family. The amount was fixed by the 
girl’s family. The other was that of ‘stri- 
.dhan’ or bride-wealth. Those who had 
property, chose this occasion to write a 
piece of land in the name of the girl 
because she did not have rights of inheri¬ 
tance. Both these customs arc linked with 
several factors that formed the basis of 
existence. The first practice has embedded 
in it the idea of ‘giving away' a girl and 
‘buying’ her off. “To give a girl to a family 
and to take a girl from a family” are 
common ways of talking. Marriage 
generally meant a lot of work, respon¬ 
sibility and sacrifice. The girl had to work 
in large households with some lands, cows 
and numerous dependants she had to take 
care of. It was not easy to find intelligent, 
hard-working women. However, there was 
no fixed price attached to a girl. Very 
often, the boy’s family or the boy in some 
communities would offer money as a 
symbolic gesture. There are also several 
instances of a boy’s family or a man 
wanting to marry a girl much younger 
than him running into debts to get 
married. But both ‘stri-dhan’ and bride- 
price were not conditions to a marriage. 
The amount, quantity or the nature were 
not rigidly defined or categorised. Some¬ 
times only the symbolic gesture was 
adhered to. However, ‘stri-dhan’ made it 
very clear that the unmarried daughter 
will remain a dependant. ‘Stri-dhan’ was 
not property a daughter could claim as a 
matter of right but property that was 
given to her with marriage as a primary 
condition. 

The practice of dowry, which is not to 
be confused with ‘stri-dhan’, from what 
1 have understood while researching into 
the social history of women in the 
southern region, began when more and 
more boys went in for English education 
to be part of the bureaucracy, which 
meant, for one thing, a steady income 
unlike the insecure life attached to landed 
property or other activities to eke out a 
living. This happened around the latter 
half of nineteenth century. Western 
educated boys working in offices and 
earning we|l, meant a less exacting life for 
girls they Jhoose to marry. This tempted 


slightly well-.to-do parents to offer to 
educate the boys themselves or to pay the 
parents the amount invested in their 
education. This was done with the idea 
that the girl will lead a comfortable life 
in future. But this led to a situation where 
the boy’s family began to lay down con¬ 
ditions and get the upper hand. Not long 
after, dowry itself became one of the 
primary conditions for marriage whatever 
the qualifications of the boy. For just 
being a man who can marry a woman and 
give her a status money had to be paid. 
The practice has spread to many other 
communities like the Nadar Christians, 
Syrian Christians and Ikmil Muslims. 
One incident in the twenties, that shocked 
people out of their compacent acceptance 
of this state of affairs was the suicide 
of Snehlata, a Bengali girL Snehlata 
burnt herself because she did not want her 
father to sell the only house he owned to 
celebrate her marriage. Snehlata became 
a household name everywhere. People 
realised that what at one time were a few 
symbolic gifts like lamps, new pots and 
mats given to a girl to herald her life as 
a householder had now got transformed 
into specific items like furniture, bed, 
mattress, silver, brass and steel vessels and 
vehicles. Gone were the times when even 
these symbolic gifts were not compulsory 
and when poor parents could say that they 
would place flowers in the place of gold 
and conduct the marriage and when 
marriage expenses would be borne by 
both the familie.s. The death of Snehlata 
sparked off a series of reactions that 
formed a firm basis for anti-dowry acti¬ 
vities. It also led to a lot of questioning 
of the nature of the institution of mar¬ 
riage. Snehlata’s death acted as a catalyst 
to give more strength to activities already 


set in motion. Obviously, we are more 
thick-skinned or worldly-wise for the 
suicide of four sisters in two different part 
of the country has only led to this polmic 
on what dowry means to a woman. 

Some western scholars have now begun 
to say that dowry is a colonialist construc¬ 
tion and that in reality it is the woman’s 
share in property and that those who look 
upon dowry as an evil are those who are 
influenced by imperialist notions with no 
understanding of the values and strengths 
of their own culture. Arguments such as 
these are put forth by those scholars in the 
name of objectively viewing a given 
culture in terms which fall within the 
framework of that culture and in the name 
of judging a culture for what it is with 
academic objectivity. While, on the face 
of it. this argument seems like a non- 
colonial one with no Katherine Mayo kind 
of biases, it is deep within a very 
dangerous argument which actually says 
that nothing in a given culture needs 
change; all it needs is understanding. It 
also stresses the notion that everything in 
a given culture is there because it needs 
to be there. There is nothing to question 
or alter; those who question are traitors 
to that culture. This line of thinking, in 
the long run, will lead to a situation of 
deep fundamentalism presented as pride 
in one’s culture and rigid prejudices prac¬ 
tised as being ‘true’ to one’s culture. It will 
also lead to a situation when each culture 
will become a chauvinistic island of its 
own, burying its neck deep into its own 
sand, not attempting to criticise, judge or 
take a stand on anything happening any¬ 
where else. Such a state of affairs will help 
those who benefit from other cultures 
remaining stagnant; those who we term 
imperialists. 
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Federal Financial Transfers 

How Much Progression? 

D T Lakdawala 

EasByB in Federal Financial Relations by I S Gulati and K K George; 
Published for Centre for Development Studies by Oxford and IBH Publishing 
Co, 1988; pp xiv + 172, Rs 82. 


FEDERAL financial relation!, in India arc 
a much discussed and debated subject. This 
bunch of eight studied essays on this sub¬ 
ject by two eminent scholars of public 
finance and fiscal policy at this critical junc¬ 
ture when both the Ninth Finance Commis¬ 
sion and the Planning Commission in its 
preparation for the Eighth Plan find 
themselves face to face with a .severe 
resources crunch is welcome. Gulati has 
acquired considerable fiscal experience in his 
wide ranging associations with the Kaldor 
Report, the Sixth Finance Commission, 
several state taxation committees, and now 
as deputy chairman of the Planning Board, 
Kcralji state. George is a member of the 
Expenditure Commission, government of 
Kerala and has acquired a reputation as a 
writer on fiscal affairs with tremendous 
patience for painstaking research. Their 
views arc, therefore, entitled to deep 
consideration. 

The authors’ introduction constitutes the 
first essay. Essays II and VI deal with the 
subject of C.'entrc-State Resource Transfei as 
a whole. The second e.ssay deals with the 
various types of transfers to states, and 
transfers to different states for the period 
1951-84 as a whole. The transfers by plan 
periods are worked out for all the states 
together but not for each state separately. 
Essay VI deals with inter-state redistribution 
through budgetary transfers and fills the gap 
but the period covered is only up to 1977. 
Essays III, IV and V bring the story 
up-to-date in some respects as far as the 
statutory transfers through the Finance 
Commission are concerned. They deal with 
the awards of the Sixth, Seventh and Eighth 
Finance Commissions respectively. Central 
financial instit utions play an important role 
in the economic development of states. 
Transfers through them are discus.sed in 
Essay VII. Essay VIII deals with the topic 
of central inroads into state subjects. The 
eight essays have been written at different 
times but have been so selected and arranged 
that a pattern can be seen in them. That is 
perhaps why they have been styled as 
chapters. But obviously not all important 
aspects of federal financial relations are 
covered. For instance, there is no serious 
discussion of distribution of tax powers or 
of borrowing nor much of functions. 

CENTRAL Inroads into State Subjects 

We may begin our detailed summary of 
the major points made in these essays with 


the last one which makes the very cogent 
point that through us vast financial network 
and power the centre has blurred the distinc¬ 
tion between central and state subjects. Six 
detailed tables showing how expenditure on 
various heads was shared between the union 
and the states in 1978-79 reveal that even on 
subjects which one would regard as falling 
primarily in the sphere of the states, a 
substantial part ol the expenditure is incur¬ 
red by the union government. To take two 
instances; on the service Group (C) 
Economic Services item (b) Agriculture and 
Allied Services, in 1978-79 the union govern¬ 
ment bore 44.8 per cent of the adjusted 
expenditure (p 137); of the expenditure on 
liidu.stry and Minerals on the major head 
(c) Village and Small-Scale Industries, the 
union government’s share of expenditure was 
64.7 per cent (p 148), This in itself is not 
objectionable. It is, however, mostly in the 
nature of conditional and shared giants for 
centrally sponsored schemes, and therefore 
tics down parallel state funds on schemes 
which left to ihem.selves that they may not 
have embarked upon. The involvement of 
the centre through the central financing 
agencies was even more pronounced. In 
expenditure on several fields, housing, co¬ 
operatives, agriculture and allied services, 
dairy development, industries and electricity 
generation and transmission they were more 
important than the states (p 156). 

The state governments have on several 
occassions demanded that the nature and 
scale of centrally sponsored schemes should 
be clearly defined. The NDC had resolved 
that the expenditure on centrally sponsored 
schemes should be restricted to l/7th to 
l/6th of the central plan assistance to states 
but the expenditure on them accounted for 
45 per cent of such assistance in the Sixth 
Plan in spite of strict curtailment in 1979. 
A strong complaint was voiced by both Con¬ 
gress and non-Congress states before the 
Sarkaria Commission which has made 
seseral useful suggestions for the resolution 
of this conflict. (Report of the Commission 
on Centre-State Relations, 1988, Part 1, 
p 387, 11.909-11.914.) If some agreement 
could be evolved between the union govern¬ 
ment and the states on reducing centrally 
sponsored schemes it could reduce the strain 
on central resources and make more re¬ 
sources available for unconditional transfer 
to states. 

Essay VII discusses inter-state redistribu¬ 
tion through institutional finance (coramer- 
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cial banks, LlC, term-lending institutions, 
ARDC and REC). For all states except 
special category ones these amount to Rs 215 
per capita as against Rs 277 net budgetary 
transfers for 1969-76 (pp 114-15). These are 
regressively distributed among the three 
groups of states—the richest Group (A) 
comprising of Punjab, Haryana, Maha¬ 
rashtra, Gujarat and West Bengal; Group (B) 
consisting of middle income states, 'Ikmil 
Nadu, Kerala, Orissa, Assam, Karnataka 
and Andhra Pradesh; and Group (C) in¬ 
cluding the poore.st states, Uttar Pradesh, 
Rajasthan, Madhya Pradesh and Bihar. The 
per capita institutional transfers were Rs 366, 
Rs 222 and Rs 109, respectively. For 
Group (D) special category states the 
transfer of Rs 128 was less than that for A 
and B though higher than that for C. The 
credit -r investment - deposit ratio for com¬ 
mercial banks was the highest, 118 for 
Group B states for 1969-76; it was 70 for 
Group C and midway 80 for Group A. 
Group D which had low per capita deposits 
had also very low credit -i- investment 
- deposit ratio (p 122). 

Centre-Siate Resource Transfers 

Essay II deals with the entire gamut of 
budgetary transfers from 1951 to 1984. Three 
main agencies are responsible for these: 
transfers—the Finance Commission for 
statutory transfers, the Planning Commis¬ 
sion for plan transfers and the central 
government for discretionary transfers. Ovw 
this long period, statutory transfers have 
gained in importance. They are based on 
logic set down in black and white. The plan 
transfers are by and large now based on a 
formula approved by the NDC but some of 
the discretionary transfers are arbitrary. Over 
the year 1956-1981 the per capita gross 
aggregate budgetary transfers were Rs 1,258, 
Rs 1,364, Rs 1,189 and Rs 4,689 respectively, 
for Groups A, B, C, and D. Both for< 
statutory and plan transfers next to ’ 
Group D, Group B got the highest per capita 
amount, but in discretionary transfers next 
to Group'D, Group A got the highest, then 
Group B and then Group C (pp 25-26), In 
institutional financial flows 1973-80 
Group A-got the highest per capita amount. 
Group B was the second highest, and then 
came Group D and C. 

The third essay, titled ‘The Sixth Finance 
Commission’s Award: An Appraisal in 
Retrospect’ points out how the tax-sharing 
recommended by it worked against the ' 
poorer states. Instead of recommending an. 
increase in the share of excise duties, it asked 
for an increase in the states’ share of incenne- 
tax from 75 per cent to 80 per cent. The ' 
share of each state in the divisible pool was 
retained as before on the basis of 10 per cent.' 
assessment and 90 per cent population. For- 
excise duties, the weightage of backwardneti' 
was significantly increased from 20 per cent 
to 25 per cent but the definition of a states,. 
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backwardness as the distance of its per 
capita income from the highest Mate’s per 
capita income more than nullified this in¬ 
crease in share. It brought within us ambit 
ail states except Punjab whereas in the earlier 
definition only states with per capita income 
below the all-India average were the bene¬ 
ficiaries. As a result of this new tax sharing 
arrangement, of the six richest states five 
benefited. On the credit part, the .Sixth 
Finance Commission’s scheme gave more 
importance to grants (26.2 per cent instead 
of 13.4 per cent). Upgradation grants meant 
to ensure that every state had enough money 
to spend per capita as much as the all-India 
average on police, jail, general administra¬ 
tion, primary education, medicine and 
public health and welfare of backward 
classes by 1978-79 accouiiied for 22.4 per 
cent of grants. The likely bcnclicial elfects 
were, however, greatly reduced because of the 
price rises of more than per cent in the 
three years 1972-73 to 1974-75, and also as 
upgradation grants themselves were made 
subject to the stipulation of non-plan 
revenue gap so that the poorest states got less 
than justified. The Sixth Finance Commis¬ 
sion only considered non-plan levenue 
expenditure (apart from the purpose ol 
limited upgradation) and the level of taxes 
more or less earlier reached. No normattve 
tax concepts were entertained. It may 
incidentally be noted that the word ‘awatd’ 
in the title leflects more the authors’ wish 
fulfilment. The Finance Commission’s 
report is not an award in a legal or constitu¬ 
tional .sense; it,is only a recommendation 

Essay IV dealing with the Seventh Finance 
Commission’s report appreciates the pro¬ 
gress made towards equity by the reconitneri- 
dation to increase the states’ share in excises 
to 40 per cent. The formula for distribution 
of the share of excise revenues accruing to 
the states was radically revised. Only one- 
fourth was to be according to population; 
an equal weightage was given to (i) the 
inverse of per capita state domestic product, 
(ii) the percentage of the poor in each state 
and (iii) the distance of the revenue potential 
of each state, from the revenue potential of 
Punjab. The decision to take the percentage 
of the poor to the total population into 
account as a factor in backwardness was not 
correct as given a higher pei capita income 
its ill distribution in the slate leading to a 
larger proportion of the poor could and 
should be remedied by the state itself. Also 
an allocation based on it allots less to two 
of the four poorest states than their popula¬ 
tion. The apparently greater weightage to 
backwardness in its distribution among 
states did not fully succeeded in its aim. 
Instead if backwardness had been defined 
as the distance from the per capita SDP or 
the inverse of per capita SDP all the four 
poorest states would have gained. 

Essay V on the Eighth Finance Commis¬ 
sion’s Award is a review of its working for 
two years and thus gains from hind-sight 
that time offers. In yisw of the resources 
crunch, the questiop. of -the terms of 



reference is raised sharply. Gulati and 
George feel that there is no reason why a 
commission authorised by the constitution 
to recommend income-tax and central excise 
sharing and grants to states in need of 
assistance should be asked to confine itself 
to non-plan expenditure or actual tax pro¬ 


ceeds as in a certain year, much less why the 
Finance Commission should feel itself so 
bound. They pay scant regard to the utility 
of the division of work as it has evolved 
between the Finance Commission and the 
Planning Commission and to the likely con¬ 
sequences of disturbing it. More rightly they 
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criticise the commission’s procedure of 
examining central commitments without 
scrutinising the need for certain types o( 
central expenditure in the light ol the con¬ 
stitutional division of functions between the 
union and the states. They feel the commis¬ 
sion is not lair in modifying the states’ 
forecasts of revenue and expenditure (the 
modification do not seem to be based on the 
NIPFA study commissioned by it) and has 
a built-in bias in favour of the centre. This 
is really a .serious charge made by persons 
all out to defend the powers and status of 
the Finance Commission against the Plan¬ 
ning Commi.ssion, and deserves considera¬ 
tion. Gulati and George could well have 
spent some time in examining how such a 
situation could be guarded against m futuie 
On the whole, however, they note that the 
statutory transfers have become moie pro¬ 
gressive. The plan transfers arc also pro¬ 
gressive though less so. It is the discretionary 
transfers that are regressive Debt iclief is 
progressive but they would have (ell mote 
satisfied if for states with large non-plan 
surplus no relief were recommended. 

lNt'llJSIt)NS AND F\t IIISIONS 

Ope cannot quarrel with fiulati’s and 
George’s contention that transfers to states 
through tax sharing and grants should be 
progressive, though there would be some 
differences on whether all taxes that arc- 
shared should be included in the calculations 
of distribution of transfeis among states lor 
this purpose and all tax proceeds which 
accrue to individual states should be ex¬ 
cluded. To take two instances: additional 
excise duties levied on textiles, sugar and 
tobacco are distributed among states accord¬ 
ing to the recommendations of the Finance 
Commission.s, but unlike income tax and the 
central excises, the union government derives 
the right to levy them by an agreement with 
the states which also lays down the way ol 
distributing them. It is a rental agreement. 
Also, while the states have a right to levy a 
sales tax on their residents’ consumption, 
according to the recommendations of the 
Taxation Enquiry Commission they have 
also been given for reasons of only ad¬ 
ministrative col.venicnce a right to levy a tax 
on inter-state exports, whose burden lies on 
the residents of the importing states. The 
states which import less than they export lost- 
on this score and deserve to be compensated. 
Gulati’s and George’s calculations do not 
seem to take these two complications into 
account. 

There is a third problem in the calcula¬ 
tions made by Gulati and George which 
extends to all budgetary transfers and even 
institutional flows of funds. Our interest is 
not so much in the period since indepen¬ 
dence as a whole, but the position as it has 
evolved and the position up-to-date. Some 
of their calculations like those for institu¬ 
tional flow of funds or of credit and invest¬ 
ments of commercial banks are for 1969-76 
(pp 114-15); the distribution of aggregate 
budgetary transfers among states is for the 


period 1956-81 (piS); the plan-wise central 
plan transfers and discretionary transfer are 
given for 1956-77 as a whole (pp 10.1 and 
105). 1 his is obviously due to inadequate 
inlormation at the tune of willing or due 
to the different times at which the essays 
were written But it makes it difficult to see 
the changes ihat may have taken place in the 
policy of transfeis and may detract from the 
foice ol the cunent applicability of some of 
the ciiticism 

Snout 1) Loans Ui I'KooRLSsivr ? 

While it will generally be agreed that 
federal transfeis to states meant to enable 
them to cany out efficiently state dunes 
should be aetording to their needs and be 
iheicfore on a progressive basis, does this 
principle apply to all transfers? Generally 
loans can only be given for productive 
schemes which generate enough earning 
capacity to bear the debt set vicing charges 
Since this capacity may not be neccssatily 
adequate in the poorer stales, it will not be 
advisable to loan them largei sums. They 
should be helped in all possible ways to 
acquire this capacity through creation of 
social and economic inirasti uctuie bui till 
then the hniilalion will apply Inslilulioiis 
like the ARIX', IDBl, etc, have often com 
plained of lack of sufficieni eligible applica- 
lions loi funds liom backward areas in spite 
of all their efforts While no atlempts should 
be spared to cieaie a favourable climate to 
eiicoutagc enteiprise in such areas, the 
hniiialion has to be recognised Plan loans 
aie 111 a midway category beiyseeii giants and 
comnicKial loans 1 xcept loi those spent on 
power, they aie generally incurred loi esseii 
lial .stale functions like iriigatiori, roads, 
pons But they are also given from central 
borrowings which is cieatiiig a grave pro¬ 
blem foi the central government, piquantly 
described as the debt-tiap. I he way large 
debt relief had to be recommended for the 
states by the Sixth, Seventh and the Eighth 
Finance Conimisstoiis ought to give us a 
warning agaimst treating loans to states in 
the same way as grants The success in the 
small savings diive owes itself greatly to the 
states’ drive and co-operation It has 
therefore been decided to give a major share 
of the net small savings m a state as loans 
to the state. Discretionaly transleis in which 
share or small savings is an important con¬ 
stituent need not exhibit a progressive 
c.haracteristic. 

There is a deeper question involved. In 
demanding that statutory transfers, or, more 
widely, all tax-sharing and grants should be 
on a progressive basis, our implicit ideal is 
that account should be taken of the needs 
ol the state. But are needs correctly reflected 
in low per capita income? There is a general 
agreement among students that special 
category states have great needs not ade¬ 
quately reflected in their incomes. Gulati and 
George share this view. TWo at least of the 
middle income states, Assam and Orissa, 
partly share these characteristics. That is 
perhaps the reason why in Gulati’s and 


Economic and Political Weekly January 28, 1989 


George’s calculation they seem to be the 
most favourably treated. In all our discus¬ 
sions we tend to take population as the deter¬ 
minant of needs, but in many problem areas 
spread is important. States like Rajasthan or 
Madhya Pradesh need more transfers than 
their population alone calls tor In non-plan 
or plan grants the history of a state and the 
stage of development of services already 
reached w ill demand consideration. If Kerala 
or Tamil Nadu have reached a high level of 
health and educational services and if they 
need some help to maintain it, should they 
be refused? Should they not be allowed to 
go ahead in reaching the long-term plan goal 
because other slates arc lagging behind? This 
IS not to aigue that the existing transfers are 
defensible on this score. 

Just as the needs of the slates, especially 
the poorer states have to be given importance 
in deciding allocation of divisible proceeds 
of taxes and grants, the degree of respon¬ 
siveness they exhibit through tax effort and 
effective carrying out of the ends are also 
important Gulati and George do recognise 
at one place high tax effort as being one 
possible ground on which the principle of 
piogiessivcncss may be modified. The terms 
of reference of the Ninth Finance Commis¬ 
sion have asked them to take into account 
tax and expenditure norms. In their interim 
icport, they have based their recommenda¬ 
tions on lax norms and they have given 
notice lluil in iheir final report they will also 
consider expenditure norms. When these 
legitimiate exercises arc made, one does not 
know whai shape the transfers will take. The 
comniissiori has also been asked to take into 
accouni plan revenue needs (though plan 
loans will have lb be left to the Planning 
C oiiimission) thus removing one of the 
maioi giouses of the constitutional experts. 

1 IMIIS to PRtX.RLSSfON 

While agreeing with the proposition that 
tax-sharing and grants should be broadly 
progressive, and more progressive than now. 
It IS a debatable question as to how pro¬ 
gressive tfiey should be and can be made. As 
fat as both the Finance Commission and the 
Planning Commission are concerned, their 
transfers have become broadly more pro- 
giessive, though for various reasons some 
states may furnish exceptions to this general 
trend. The all-India financial institutions 
have devoted increased efforts to adopt 
devices to create more demand for their 
funds in backward areas, and have also 
become more careful in disbursing their 
funds in such a way that a greater share of 
their funds than before flows to backward 
states and backward areas in states. But there 
are limits to both the commissions of broad 
acceptability by the states as a whole. The 
Finance Commission being a quasi-judicial 
body whose unanimous recommendations 
are generally accepted by the government 
and the parliament has somewhat more 
freedom but the picture of five wise men 
applying their minds to such problems unfet¬ 
tered by considerations of general public 
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opinion is overdrawn. The recommendations 
of the Planning Commission have to 
undergo a stricter test of being accepted by 
the NDC on which the richer states are 
strongly represented. Its decisions represent 
a careful weighing of different viewpoints 
and their reconciliation. While there is 
certainly room for persuasion and pressure 
in favour of more progressivencss, there are 
severe limits to the process. 

Long experience has shown that in cases 
where there are likely to be strong biases, it 
is much better to apply formulas uniformly 
though their results may be unsatisfactory 
in some individual cases. This is why states 
have unanimously shown a preference for 
tax-sharing than for grants under Article 275 
worked out separately for each state. In view 
of this it becomes imperative for a critic to 
examine formulas and suggest corrections. 


IN a restricted number of capitalist coun- 
trics, economic growth has led to a com¬ 
prehensive development in the sense that the 
gradual expansion of economic activities has 
extended the benefits of growth to most 
groups in society. Even m tho.se capitalist 
countries, basically the OECrD countries, the 
state was assigned a crucial task in elaborat¬ 
ing a social security system, since the 
autonomous functioning of the (capitalist) 
economy on its own would never have taken 
care of the necessais redistribution (as 
separate from distribution) of the surplus. 
The system of social security functioned 
fairly successfully, except for the US, dur¬ 
ing the heyday of economic buoyancy in the 
19SOs till 1980$. 

In the developing countries, the interven¬ 
tion of the state in the field of social security 
was rather restricted. In many countries, the 
effort was actually more directed at the 
direct intervention in the system of produc¬ 
tion. The government of India for example 
built a number of social infrastructures, such 
as free medical care and ration shops, but 
it stopped very much short of a comprehen¬ 
sive social security system. The ‘sociali.st pat¬ 
tern of development’, which Nehru envisaged 
and which was supported by the INC as well 
as l>y the captains of industry would com¬ 
bine “democracy" with ‘‘a progressive 
tendency towards equalisation” and would 
thus mitigate the negative features of the two 
‘European systems, the laisiez faire 
capitalism and communism, as he wrote in 
The Discovery of India. 

Reconciling growth with (re)distribution 
of incomes and assets is, officially, still a 
concern of state policy, and Kohli has focus¬ 
ed on one sector where the redistributive 


Culati and George have recognised the need 
for a close look at the various instruments 
used for effecting the various budgetary 
transfers (p 107). They have done this as far 
as the Finance Commission formulas are 
concerned and have suggested welcome 
changes. But they have not bestowed the 
same attention on the Planning Commission 
formulas which also need critical attention. 
Such an examination at these experts’ hands 
would have been of great benefit. 

I'hese eight interesting and high in.struc- 
tive essays on an important aspect of federal 
finance along with Ashok Mitra’s introduc¬ 
tion the Ninth essay, written in his own 
inimitable way, are a very valuable addition 
to the scanty scientific literature on Indian 
federal finance and it should be read, chewed 
and digested by eveiy serious student of 
Indian rcderal finance. 


policies should be at work; agriculture. 
Through an analysis of three policy areas— 
land reforms, support to small farmers and 
wage employment for the landless—he has 
collected empirical material from three 
slates, and has marshalled extensive evidence 
on the different results achieved in these 
states. 

In view of the significance of the study, 
covering an interesting area and containing 
many strong points, we want to give it a 
critical review and focus on the weaker 
aspects, which are mainly of a theoretical 
nature. 

Politicians all over the world have one 
feature in common: they all make pleas for 
freedom, they all take a stand against pover¬ 
ty, they all promise progress. Indian politi¬ 
cians are obviously no exception. It would 
be unacceptable, even unthinkable, that 
Indian politicians would fill their election 
manifestos and the public speeches with a 
defence of the rich and the wicked or would 
promise social decay. 

Kohli is, therefore, on a good wicket when 
he decides to look at the implementation, 
at the political practice rather than at the 
motivations behind them. He docs this with 
some hesitation though because he has 
emerged from a theoretical environment in 
which the psychological make-up and value 
system of leadership are considered of para¬ 
mount importance. Traces of Bendix, 
Smelscr, etc, still can be found, but by and 
large, the author has taken some distance 
from that American school of thought. 

The problem, however, remains since he 
does take the public statements for true ex¬ 
pressions of the intentions. Basically the 
state, on which more later, is seen as a set 


of administrative and coercive institutions 
headed by an executive authority. The in¬ 
dividuals who embody that authority make 
pronouncements which abound with the best 
intentions for the common good. They even 
follow this up with legislation and, equally 
important, provide financial and technical 
resources to put the programmes into prac¬ 
tice. Despite these laudable policy statements 
and instruments for implementation, the ge¬ 
nuineness of %hich the author does not 
question, the actual implementation is often 
hard to find. 

This apparent contfadictU^ has been the 
bottom line of Indian politics in the last half 
a century. The leaders of the nationalist 
movement were all for self-determination, 
national unity and upliftment of the depress¬ 
ed classes. Reality, however, remained at 
variance with the noble ideas, Gandhi 
brought in the masses but ‘resolutely’ sought 
to pul a lid on class conflicts rather than use 
it for mobilisation. Jawaharlal Nehru did 
not really improve upon Mahatma. On the 
contrary, his land-reform programmes were 
'downright failures’, and did not reveal a 
serious concern with economic redistribu¬ 
tion. Unwilling and unable to wield state 
power in the interest of the poorer house¬ 
holds, a new approach was needed so that 
at least the food problem could be solved 
and the popularity of the government could 
be salvaged. The Grech Revolutio]^, not ex¬ 
actly aimed at a broad-based policy to 
benefit the poor, was the answer. 

Indian policy was simultaneously charac¬ 
terised by numerous programmes of redistri¬ 
butive interventions, a contribution of the 
state actors. Why then is the practice at 
variance with the intentions of the .states¬ 
men? How lb one to explain the recurring 
gap between ideological orientation and 
political practice? 

Kohli poses tlie question in a section 
analysing the historical process of the state 
formation in India. The answer is to be 
found neither in theories which see ideolo¬ 
gies as legitimation, nor in the class content 
of the nationalist movement, but in the 
quintessential political character of political 
movements and institutions. The nationalist 
movement was a politically weak one in the 
sense that it was not in a position to 
challenge the social and colonial matrix, the 
autonomy.of the dominant classes in its ef¬ 
fort to fulfil the commitment to the lower 
classes. 

The INC, with an inclu.sive ideology, a 
weak internal control structure and an open 
recruitment, was not designed to challenge 
the dominant social interests and therefore 
did not prove useful in delivering the goods 
in the interests of the lower classes: “It was 
the weakness of the INC as a political force 
from the beginning, rather than the mere 
ideological preferences of its leaders or the 
class content of the nationalist movement, 
that inclined India’s emerging leaders to 
compromise with the propertied interests” 
(pp 58-59). The author laments that if the 
Congress had been a mote effective political 
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party, the entire story of land relorms would 
have been different. 

Would it have been? Or is this type of 
‘iffism’ a rather easy way of explaining away 
one century of history in which the nature, 
composition, programme and support basis 
of the INC underwent many changes. So the 
question as to why the INC for all these 
decades remained a rather ‘ineffective’ party 
(at least as far as redistributive reforms are 
concerned) is not really answered. Of crucial 
importance, in view of the subject matter of 
the book, was the decision to opt for the so- 
called Green Revolution strategy. 

Why did Shastri and Indira Gandhi opt 
for the strategy of the Green Revolution 
which, in the opinion of the author, ran 
counter to the political preferences of the 
party and government leaders and, one may 
suggest, was therefore a type of contra- 
revolution? After a cursory treatment of the 
possible ‘non-economic interest’ reasons 
behind this decision, Kohli ends up with a 
caveat which brings us down to a Marxist 
characterisation of the state: “the leadership 
would eventually have had to recognise that, 
given the nature of the state over which they 
presided, a pattern of development involv¬ 
ing the authoritative use of state power on 
behalf of the lower classes was not pro¬ 
bable. .. As the evidence regarding this 
political incapacity emerged, the need to 
maintain political support as well as exter¬ 
nal pressure combined to realign India’s 
agrarian policies with its political-economic 
‘realities’’’ (p 79, emphasis added). 

In the meantime, Kohli had already elabo¬ 
rated theoretically his conception of the 
state, which is very much at variance with 
the passage just quoted. 

He starts by stating that the concept of 
the state has only re-emerged recently and 
has not been used frequently in the last few 
decades in comparative political-sociological 
studies. The assertion is inadvertent. His 
reading of non-Marxist works stops with a 
handful of American functionalists, and the 
references to ‘neo-Marxist’ scholars are even 
more limited and strange: Alavi, Kalecki, 
Barrington Moore, K N Raj, and Cordosa. 
Such classics as the works of Meillassoux, 
Myrdal, Miliband, Mills, Marx (limiting 
ourselves to one letter in the alphabet) are 
only a few of the names which are missing. 

Kohli, in his plea for a ‘statist orientation’ 
has the audacity to voice his dissatisfaction 
about “the core theoretical logic of both 
modernisation and neo-Marxist scholars 
(which) tends towards reductionism. Politics 
is reduced to society... I do not wish to 
dispute the accuracy of any of (their) specific 
propositions (but) there are limits to how far 
one can strain the logic of social determina¬ 
tion in political analysis” (p 20). 

The statement actually amounts to the 
maxim that the state has a relative autonomy, 
a proposition which many Marxists, even 
when sticking to the Leninist reading of the 
bourgeois state as the dictatorship of the 
bourgeoisie, would accept. 

Friedrich Engels, for example, had this to 


say about the state apparatus: “Society gives 
rise to certain common functions which it 
cannot dispense with. The persons ap¬ 
pointed for this purpose form a new branch 
of the division of labour within society. This 
gives them particular interests, distinct too, 
from the interests of their mandators; they 
make themselves independent of the latter 
and—the state is in being. And .. the new 
independent power, while having in the main 
to follow the movement of production, 
reacts in its turn, by virtue of its inherent 
relative independence once transferred to it 
and gradually further developed, upon the 
conditions and course of production. It is 
the interaction of two unequal forces'.’ 

On the whole, Engels continued, the 
economic movement prevails but the poli¬ 
tical struggle appears to dominate. This 
struggle is the ‘inverted form’ of the 
economic relations which is “so distorted 
that it has taken us thousands of years to 
get to the bottom of it”. His conclusion was 
that the state power, the inverted foim of the 
economic basis, could be in tune with the 
exigencies of the economic structure, i c, of 
the dominant clas.ses, or could be at variance 
and prescribe a wrong policy: “the pohtical 
power can do great damage to the economic 
development and cause extensive waste of 
energy and material"' 

On the limits of the autonomy piles ol 
books and articles have been collecting dust, 
after the high tide of polemics in the iy70s 
with the rediscovery of Gramsci and ihc 
polemics of Poulantzas and Althusser in 
France. Kohli is oblivious of these debates. 
The Soviet contributions arc equally hidden 
to him, although the books by Simonya, 
Levkovsky, and Pavlov and Ulyanovsky are 
absolute peaks on the topic. All of them 
analyse why and how in all societies, and 
even more so in transitional, multistructural 
societies, there is no automatic coirespon- 
dence between the economic basis and the 
political superstructure.^ 

We have strayed into some of the related 
text because Kohli at this very stage makes 
a slip. Indeed after having stated that the 
other schools are utterly reductionist, he opts 
for “a political logic that is not reducible to 
or derivable from social variables. A state- 
society focus then enables one to analyse the 
role of the state in development partially as 
being conditioned by socio-economic condi¬ 
tions and partially as reflecting autonomous 
choices made by political authorities” 
(pp 20-21, emphasis added). 

The lapse, after close reading, turns out 
to be related to the fact that Kohli works 
with a Weberian conception o( the state; 
state for him is the bureaucracy. He hence 
does not really come to terms with the cla.ss- 
content of the state as a determinant of the 
class-content of government and government 
policies. This becomes clear when he builds 
up typologies of the state (autonomous and 
reflexive or captured state; fragmented, 
nationalist-democratic and authoritarian- 
dependent state). The clearest case of 


autonomous states, he poses, is the revolu¬ 
tionary communist state: the government, 
rather than being controlled by the social 
forces, uses its apparatus tn ordet to 
transform the social structures With the “in¬ 
herent tension of the state-property nexus" 
(or better: government-state nexus) in 
capitalist societies, such radical reforms as 
in socialist societies are not on the cards, but 
they are not altogether infeasible. Much will 
depend on the leadership's ability to enhance 
or shrink its autonomy vis-a-vis society. 

In the second part of the book, the com¬ 
parison of three states (West Bengal, 
Karnataka and Uttar Pradesh) is turned to 
in order to check how variation in leadership 
(different political regimes) lead to divergent 
practices. 

Initially one had wondered whether Kohli 
confu.ses an Indian state with the Indian 
state. After careful reading, as summarised 
in the previous paragraph, it appears that 
he does not, but his theoretical exposition 
of slate and political regime remains 
pu/zling. 

His final positioning gets under way from 
page 41 onwards, and if the book had started 
there, much of the confusion would have 
cleared. The optimism about reform, and 
more and more benefits finding their way 
to the lower classes as a consequence of their 
participation in the political process, is 
squarely questioned: “inequalities of power 
are not merely a consequence of the degree 
of organisation. Rather, they... are very 
much a function of the position various 
groups occupy in the organisation of pro¬ 
duction . Class inequalities, therefore, can 
never be reversed within the framework of 
the stable, developmental-capitalist state, 
They can at best be mitigated” (p 42). 

The issue therefore, it appears to us, is not 
whether a government (political regime) is 
independent of the dominant classes (the 
state), but what type of governments under 
which conditions will implement an affir¬ 
mative policy in favour of the lower classes. 
A comparison of three Indian states should 
give the solution. 

The analysis of the three states, the three 
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‘regime types’, suffers from one crucial 
defect. States within India, the author 
believes, "posses considerable constitu¬ 
tionally-sponsored powers over the agrarian 
sector , and the centre "has only a few 
formal control mechanisms to influence the 
behaviour of the state governments” (p 92). 
Such belief obviously obfuscates the vast 
arsenal of constitutional (the right of private 
property to start with), financial and ad¬ 
ministrative control mechanisms in the 
hands of the 1 ndian state, of which anyway 
a few instances are given. 

The study, therefore, cannot give an 
answer to the question of the full potential 
of a revolutionary or left democratic alter¬ 
native, but rather to the que.stion, which 
Kohli himself formulates, whether, give' 
similar social-cultural and economic con¬ 
straints, the different political parties follow 
and implement policies which lead to differ¬ 
ences in outcomes. The comparison ol the 
Left front in West Bengal, the Urs govern¬ 
ment in Karnataka and the Janata govern¬ 
ment in Uttar Pradesh in the late seventies 
should bring out the salient dittercnces 

The political legime is analysed in lemis 
ol leadership, ideology, organisation ,ind 
class basis. In respect of each variable, Wcsi 
Bengal gets the highest possible credits Par¬ 
ticularly through the functioning of the 
panchayal'S (“a sharp break from the past 
political patterns in rural India”'), the 
living conditions of the rural poor have been 
improved considerably. In the analysis of 
land reforms, small farmers support pio- 
grammes and employment schemes, it is 
argued, convincingly, that the conditions lot 
success have been created politically 
Organisation, prolonged conscientisation 
and politicisation, and the presence of the 
party, perceived by the landless and 
hargadars as the presence of state power, 
were essential in modifying the power 
balance at the local level and short-circuiting 
the bureaucrat-landlord alliance: “the role 
of the party was central in overcoming socio- 
structural and bureaucratic obstacles, enabl¬ 
ing the government's reformist intervention 
to achieve a modicum of success” (p 127). 

The account on West Bengal reflects a 
fairly detailed knowledge. The same cannot 
be said of the knowledge of party program¬ 
mes, in this case the CPM’s programme. 
Kohli, like many other scholars, states that 
the party ideology has shifted from a revolu¬ 
tionary to a reformist orientation: "The doc¬ 
trine of ‘class confrontation’ as a means of 
establishing the ‘dictatorship of the pro¬ 
letariat’ is no longer central to the party line. 
Instead the CPM has evolved a somewhat 
moderate stance. This is best characterised 
as a developmental and a democratic- 
socialist ideology” (pp 98-99), 

Apart from the latter characterisation, 
which may be due to insufficient knowledge 
of what communist parties use to call the 
people’s democratic stage ol revolution, the 
programrj^tic shift of the CPM goes back 
to the Cliiiftta congress of 1951. Ihctics, 
however. ^ likery to have changed, and 


Kohli has interesting statements on the 
leasibility frontier, learned from past and 
present experiences, of how to operate poli¬ 
tical power under the reigning conditions. 

1 ike the ‘uniquely impressive’ experiment 
in West Bengal, the ‘dismal failure’, rather 
the neglect of reforms during the Charan 
Singh dominated Janata regime in Uttar 
Pradesh, is ascribed to the political regime, 
a back-and-forth movement among com¬ 
peting coalitions, irrespective of policy 
issues, mainly benefiting the richer kisans. 
Unfortunately, most of the chapter is 
devolv'd to a class analysis of Janata and 
INC, basically a qualification of the analysis 
of Brass, and is empirically weak in respect 
ol the reform programmes. 

Empirical evidence on the different pro¬ 
grammes during ihc regime of Uts is more 
solid. Katnaiaka is analysed m terms of 
Populism, Patronage and Piecemeal Reform 
Devraj Urs very much functioned the way 
Indira Gandhi did. He cast his policy in a 
populist idiom and used the state resources 
to appease his opponents and to initiate 
some reforms which benefited the rural poor 
and which piov ided him with a si/eable mass 
basis. 

A highly centralised political machinery 
controlled by the dominant social classes 
enabled Urs to commit himself vocally to the 
rights of the rural poor and to pre-empt 
reform-centred agitation by grassroots 
organisations. Land reforms, employment 
schemes, and support to small farmers were 
failures. Those who lo.st their land m the 
tenancy reforms programme were by and 
large the political opponents of the Urs 
government. 

The difference in achievements between 
UP and Kainataka appears to be minimal 
Kohli nevertheless uses a dissimilar ex¬ 
planatory model. In UP, it was the class 
character of the middle-to-rich peasants of 
the BLD and the urban traders of the Jana 
Sangh. In Karnataka, however, (the party of) 
Urs is credited with being genuinely sym¬ 
pathetic to the rights ol the poor and with 
initiating a “pro-lower class tilt in state 
power”. 

The evidence for this tilt is thin. Since the 
author relies on the promises and policy 
documents as proof of commitment and in¬ 
tention, the vocal commitment in itself at¬ 
tests to the class tilt, and an answer has to 
be found as to why the class tilt was not 
made permanent and systematic. The weak¬ 
ness of Urs was that he wanted to be 
pragmatic rather than disruptive, extending 
benefits without hurting the propertied, and 
in the process allowed the dominant social 
classes to dominate the amorphous organi¬ 
sation. This ultimately hampered the 
political autonomy from the social structure: 
“In the absence of a disciplined party, 
political survival was contingent on avoiding 
alienation of the local notables and on in¬ 
cluding them ill such reform institutions as 
the land tribunals. This precluded the possi¬ 
bility of anything but a modest tenancy 
reform” (p 179). 


Somewhat adding to the confusion which 
permeates the book, Kohli, some pages later, 
however insens one line that, apan from the 
nature of political organisation, the class 
basis of Urs regime made it impossible to 
initiate a more thorough reform. The ques¬ 
tion of their correlation, the recurrence of 
‘weak’ governments, weak in their confron¬ 
tation with the propertied classes, begs for 
an answer. The repeated assertions that 
neither the ‘liberal’ nor the ‘Marxist’ view 
provide a satisfactory answer, definitely does 
not imply that the present answer is more 
accurate. 

The general message, and conclusion, that 
only disciplined left-of-centre parties can 
reconcile growth with distribution in favour 
of the poor, and that, therefore, that type 
of parties should receive full support, is 
convincingly funded. The feasibility frontier, 
however, remains hazy because of the 
muddled view on the class constraints m the 
Indian states, of rather the Indian state. 
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SPECIAL ARTICLES 


Poverty Alleviation and Village Politics 

in Tamil Nadu 

Whose Interests First? 

Rila Gflwrt 


The Integrated Rural Development Programme has been oft-discussed, but seldom from the perspective of one 
of its main beneficiaries during the Sixth Five-Year Plan: the milk society president who acted as a loan broker 
between the local development administration and JRDP beneficiaries and between hankers and beneficiaries. 
This paper is not a quantitative assessment of poor beneficiaries' cost-benefits, but rather a qualitative account 
of the type of people, largely drawn from the rich peasantry, interested in becoming milk society presidents, their 
successes with the administration in this regard, and how they managed their milk societies. The fieldwork con¬ 
ducted in twenty villages in two blocks of central Tamil Nadu during I9fi5 and 1986 suggests that the type of 
person who became a milk president was an important factor in ihe programme's overall profitability for the 


actual, especially poor, beneficiaries. 

ONK of the Integmicd Rural Development 
Programme’s' basic premises is that it will 
be implemented on a one-to-one basis with 
the block development administration’s 
gram sevak surveying the villages’ poorest 
families to discover which bankable schemes 
they are interested in. I found, however, that 
this ba.sic premise of IRDP, on which many 
otheis rest, was observed much more in 
breach than m practice, especially for 
IRDP’s popular milch animal component. 
The block development officials allocated 
IRDP’s resources in the Sixth Plan primarily 
through milk society pre.sidents or private 
milk vendors in the two blocks of Tiruchi 
district which 1 studied.* IRDP rules not¬ 
withstanding, the milk society president’s 
contact with the administration precluded 
any but limited contact (largely relating to 
bribes) between the beneficiary and the ad¬ 
ministration. The milk society pre.sident is 
generally a fairly powerful person in the 
village, frequently a contractor, a large land¬ 
holder (usually a rich peasant), and often 
a ruling party person. He has political- 
economic contacts with the world outside 
the village, and generally the larger the milk 
society, the greater the amount of contact 
between pre.sident and other influential 
people within the block, including the 
administrators. Less commonly, a highly 
motivated poor person, likely an educated 
scheduled caste youth among the agri¬ 
cultural labourers, also lobbies for loans or 
tries to intervene between officials and 
beneficiaries (or between the milk society 
president and beneficiaries) to help the latter. 

It is important, however, not to overstate 
the power and influence of the milk society 
president. IRDP’s resources are not per¬ 
ceived to be as valuable as those of contract 
programmes, and therefore more prominent 
political people, especially those whose own 
connections and influence extend outside of 
the block, do not try to affect the flow of 
IRDP benefits. The ex-MLA, the panchayat 
president, and others who have more at stake 
in the lo<^ political arena (the block), and 
less access to the resources of larger arenas 


are also more interested m the ‘division of 
spoils’ in the villages. The block’s local elite, 
comprised to a large extent of the rich 
peasantry, have less interest in IRDP than 
in contract programmes, although the 
control of IRDP resources may serve the rich 
peasants’ political and socio-economic 
aspirations in the village. The lich peasants 
who are most interested in gaining control 
of IRDP subsidies do not generally have 
institutional bases of political power, 
(although they' may be village representatives 
of a political party). The ‘political inter¬ 
ference’ (one of the most commonly offered 
excuses by senior administrators when 
‘things go wrong' at the implementation 
level) which occurs in IRDP’s implementa¬ 
tion is substantial, but not in terms of the 
MLA and other political people whose con¬ 
tacts extend widely outside of the block. 
IRDP IS a programme of the village in that 
the demands made on the BDO for its 
resources emanate largely from locally 
powerful people who are interested in using 
policy resources to enhance their power 
within the confines of the village and the 
block. 

In many, although not all, the villages I 
visited, the richest people (big landlords 
and/or big contractors) had little interest in 
any of the block officials’ activities, except 
as those related to the maintenance of public 
amenities such as the overhead watertank or 
streetlights within the village proper. They 
were rarely interested in IRDP. However, rich 
peasants do tiy to branch into more pro¬ 
fitable activities besides agriculture, especial¬ 
ly contracting in the local area (contracting 
is generally low risk and high profit), 
moneylending, and entrepreneurial acti¬ 
vities.’ In "lamil Nadu the rich peasants’ in¬ 
terests in profits greater than those possible 
from agricultural activities, have led them 
to seek increased contacts with the local 
administration thereby gaining access to 
valuable administratively-controlled 
resources. 

The differences in efforts required by pros¬ 
pective milk society presidents in getting sub¬ 


sidised milch animal loans reflects the dif¬ 
ference in the relations they have with the 
block officials and their political-economic 
status generally. The presidents of two milk 
societies in neighbouring villages exemplify 
this contrast One president was a village 
AIADMK representative and a contractor, 
and he .said that the block office’s extension 
officer for co-operatives came to the village 
and asked him to become a president. 
Because the Tiruchi collector at thaf time 
was interested in having ‘ladies societies’ 
established, the members would all have to 
be women, and his wife the de jure presi¬ 
dent. He agreed, was immediately sanc¬ 
tioned 50 loans, and received subsidised 
loans for an additional 30 members in the 
following year. The neighbouring village's 
milk society president, an uninfluential man, 
had to try for seven months to get IRDP 
subsidies. He told us he met with the rural 
welfare officer (RWO), the panchayats 
extension officer, the animal husbandry 
officer (AHO), the BDO, and even the 
collector before he was sanctioned 69 sub¬ 
sidised loans. He even told us he had wept 
before the BDO in making his pleas for the 
subsidies. 

Three other milk society presidents in our 
sample, all of them part-time contractors, 
had no trouble in getting large numbers of 
IRDP milch animal loans. In one village the 
president is an associate of an ex-cabinet 
minister of Tamil Nadu’s DMK govern¬ 
ments. Another would-be president (loosely 
associated with the DMK) appealed direaly 
to the collector during an opening ceremony 
for a noon meal centre (which this locally 
important contractor had had a hand in 
building) in the village. The collector agreed 
to sanction fifty milch animal loans im¬ 
mediately. The president then lobbied the 
collector’s office for another fifty loans, and 
with the help of the block developmgqt 
officer, whom he had helped to stage the 
successful opening ceremony, got an addi¬ 
tional forty-six. The third milk society presi¬ 
dent, an AIADMK village representative, 
took charge of 160 loans, which were 
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disbursed both In his village (90) and a 
neighbouring v illage (70). I he president put 
the loans in the neighbouring village under 
the care of a close relative ol his wife. (This 
relative was interested in a share of the 
anticipated profits, and when he did not get 
what he lelt was his due, he it led openly for 
over a year, inchidiiig lobbving bank officials 
for suppoit, to split his section ol the society 
away from the mam part. He was unsuccess¬ 
ful, at least partly Irecausc the bankers had 
identified him as a loan defaulter and 
rclused to help) Inleieslmgly in terms of 
pvililical gcogiaphy, the two milk societies 
mentioned above which had DMK ptcsi- 
denls, had a laiger milk society with an 
AIADMK president m the closest neigh¬ 
bouring village. Overall, a small rnaiority of 
the presidents of large milk societies were 
AIAIJMK supporters -with a significant 
minority in the DMK ‘ 

Once the milk society president has a 
society in operation, he has an important 
cllect on the IRDI’ beneficial les' chances to 
make an incremental income. (It is, ol 
course, the block officials' responsibility to 
make periodic checks on the beneficiaries’ 
■piogress’, but when we asked beneticiarics 
if the RW’O came to check on how ihcv weic 
doing, the answer was universally, no') 
When discussing IRDP with one of the 
block development olficeis, I discoveied that 
he did not even know what price bene¬ 
ficiaries were getting foi thcii milk at any 
of the block's milk societies, and ihiis had 
no idea as to w hethei^thev were ciossnig the 
poverty line oi noi He just asserted tliev 
were. The IRDP heneliciary is largely at ihe 
‘mercy' of the milk society president and his 
accountants. If the piesideni gives a good 
price for the milk to the society members, 
pays their loans to the bank properly (at 
some .societies there were delays in money 
going to the bank—admittedly at times 
caused by late payments from the district 
milk union), and makes sure they are given 
an adequate monthly income, from their 
milk sales, then the beneficiary will have a 
better chance of actually profiting by having 
taken an IRDI’ loan/subsidy, even if he/she 
has a poor quality animal. Unlortunately, 
however, there are numerous cases of wrong 
doings by piesidents oi their accountants 
which have led to IRDP beneficiaries (and 
the banks as well) being swindled out of 
sub.stantial amounts of money. 

Just such a case was discussed at a three- 
day seminar on IRDP which 1 attended in 
district headquarters 1 he milk co-operative 
society was in a block west of Tnuchi. The 
president ol this society misappropriated a 
large proportion of the pioceeds of milk 
sales that were to pay off the members’ 
loans, and of the total amount lent ol 
Rs 113,000, Rs 6H,000 were still in ariears 
when the deputy registrar of dairying ad 
vised that all activities and transactions of 
the society be halted.' According to a 
written statement provided at the .seminar, 
“the president lelt the .society and is now 
doing some other occupation". It did not .say 
whether the e\-president was still in posses¬ 
sion of all the money he had misappropria¬ 
ted, and it also did not say what happened 


to the beneficiaries. Legally, although the 
milk society president and his accountants 
are in charge of repaying the beneficiaries’ 
loans to the bank, the beneficiaries must 
bear the responsibility if something goes 
amiss with the society’s handling of their 
loan accounts Ihe only way the bene- 
ticiaries can seek rediess is through legal 
action, bill 1 did not heai ol this occurring. 
Bcncticiaries did occasionally complain to 
the concerned bank’s agricultutal oflicer 
about the society’s handling of their 
accounts, but because bankers rely on the 
president for loan repayments they rarelv tiv 
to take action against him. 

I heie were twelve operating milk societies 
in one of the two blocks in 1985 (tiie other 
block had a large luimbei of private milk 
vendors in charge of loans fiom the pro¬ 
gramme’s earl let years, the block ollicials 
were just encouraging society formation m 
1985), of which eight were visited and ol 
these eight societies, live had building eoii- 
iiaetors as tie Jacio piesidents (the hugest 
milk vcndoi in the other block was also a 
eonitacioi), anolhci’s president, has a 
number ol ’olficial’ connections m the block 
and 111 liruchi, and one other president, a 
pool scheduled caste man, vvtis pul loivvaid 
lot the presidenev bv a locallv impoilani 
•AIADMK man (the village party lepresen- 
tative) In any block the building conliacior, 
even in wake ol the panchavat eleclions, 
often has the most business with develop¬ 
ment officials, and the gicatesi oppoiiumiv 
to pick up the most inloimaiion as to what 
development resources arc tivailable in the 
block 

In two villages the piesidents had esta¬ 
blished societies at least paitly to press loi 
an advantage in village factional disputes.'' 
The struggle between two families m one ol 
the research villages had a marked efiect on 
the disbursal of IRDR loans there. In this 
village one of the taction leaders used IRDP 
milch animal loans to tiy to win scheduled 
caste agiicultural laboureis to his cause, but 
he did not allow any labourers who worked 
lot his faction rival to receive any of the sub¬ 
sidised loans, riiere were, however, a number 
of labouiers who, despite receiving a milch 
animal, went to work for the milk society 
tiiesident’s rival and were then unable to 
receive the .second milch animal because the 
president told the bankers not to give them 
second loans. Moreover, the block office’s 
subsidy legisters listed a number of people 
Irom this village as having received a first 
milch animal, but we discovered in the 
village that they had not l-urlhei enquiries 
revealed that all of the non-recipients weie 
supporteis ol the milk society president’s 
rival, and that the picsident had told the 
bankers not to give thest people loans.' The 
milk society president had planned to run 
in the election tor village panchayat presi¬ 
dent, but his pre-election enquiiies revealed 
that he would lose to his faction opponent 
(who won the election unoppo.<ed). 

The factional rivalry in this village 
highlights the way in which the village 
leaders tend to use political connections as 
It suited them to further their own ends in 
the village. The milk society president in the 


village is a member of the AIADMK, while 
his brother is in the Congress (I); they clearly 
want to keep their useful political contacts 
maximised. Their taction rival was, not sur¬ 
prisingly, a DMK supporter. Moreover, this 
particular factional dispute spanned more 
than one generation, and therefore predated 
bv manv sears, the breakaway of the 
AIADMK liom the DMK in 1972.1 he two 
sides used their separate party connections 
111 order to gel adniiiiisltatively-conlrollcd 
resources such as building contracts, liquor 
licences, and in Ihe .AIADMK man’s ca.se, 
the presidency of a laige milk society. 

When I relurneil to Tiruchirappalli district 
m the aftermath of Tamil Nadu's panchayat 
elections (hyld in February 1986) I found 
that a number of milk society presidents 
(and two milk vendors) had run in the 
panchayat elections with varying degrees of 
success. In one block, four milk society 
presidents ran, or seriously considered run¬ 
ning, foi the post of village president. Of 
the thiec candidates, one was successlul, and 
two others came second. In the other block, 
one milk society president became a village 
panchayat councillor, as did one of the 
private milk vendors involved in IRDP loan 
disbursement, while another vendor con¬ 
tested in his villages’s presidential election, 
but lost badly (one ex-milk society president 
is also an ex-village piesident). This indicates 
the presidents’ miciest in using IRDP for 
political purposes, although it is difficult to 
say whether the political interest predated 
the iiiteiest in IRDP loans or not. 

Some people became milk society presi¬ 
dents because they did, indeed, have political 
interests, and wanted to make sure that they 
would have a solid support base m the 
village. Most of the milk society presidents 
belong to economically dominant castes, 
and they can count automatically on the 
suppoit of their caste fellows in an election 
(unless they have an intra-caste rival). 
Howcvei, they cannot count on the support 
of other caste groups, including the village’s 
scheduled caste agricultural labourers, 
(although some of them would tend to sup¬ 
port the president if he is also their major 
employer), and it can be assumed that IRDP 
loans were used in a not always successful 
attempt to purchase people’s votes in 
■advance.* 

At one of the hamlets of a panchayat 
village we visited, the people complained 
bitterly that the milk society president (of 
the same caste) had completely ignored their 
interests, as he wanted to have supporters 
from another, more populous, scheduled 
caste hamlet of the village. Their complaints 
had Inundation, as the block records showed 
that not a single person from this hamlet had 
received an IK DP loan during the Sixth 
Plan, while people from the other hamlet 
had received loans for milch animals and 
plough bullocks as well. This milk society 
president was a DMK contractor, but the 
members of his milk society were both DMK 
and AIADMK supporters. The members of 
his society were from the scheduled caste 
hamlet (an uncharacteristically wealthy one), 
but he also made sure that a large number 
of fairly well-off fellow caste people got 
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loans. He obviously realised that in order to 
be a successful presidential candidate in the 
panchayat election he would have to appeal 
to more voters than would be cither members 
of the DMK or only of his own caste in the 
village. His strategy resulted nonetheless in 
a secondplace finish (to another DMK man 
who had been president of the local agri¬ 
cultural credit co-op society foi seven years). 
The milk society president complained that 
he could have won the election with schedul¬ 
ed caste support except that an SC man 
stood for president as well, and split their 
votes. 

I have only been discussing loan broking 
milk society presidents as important figures 
in IRDP's implementation. There are also, 
fortunately, milk society presidents *viili 
more philanthropic reasons for taking 
charge of IRDP milch animal loans. I call 
these people ‘intermediaries’ to distinguish 
them from the more profit-oriciitcd brokers 
who trv to gain from IRDP beneficiaries’ 
acquisition and ownership ol assets, al 
though the miei mediaries do peilorm a 
brokeiagc function foi poor villagers |sce 
Bailey, l%3|. Signifieanily, in both blocks, 
all the intci mediaries we met belong to the 
scheduled castes. I here is undoubtedly a 
greater need for intermediaiics in IRDP's 
implementation, not the least because 
scheduled caste people appeal to be among 
the worst e.xploited of the bcneliciaries. In 
the two blocks 1 met five scheduled caste 
iiiteimediaries (ol whom two are milk 
society piesidents; 1 do not, howevei, include 
nunibci eight of the ’mini profiles' below), 
who had ciihei lobbied the block officials 
lor loans loi then community oi had mlei- 
vened between officials and bcncficiai ies so 
that the latter would not be foiced to pay 
such high bribes. The ’motivated educated 
youth’ is an important, although still un- 
comnion, figure in IRDP as he, along with 
the occasional female milk society president, 
is an intermediary between the poor bene¬ 
ficiaries and the officials who tries to protect 
and even promote the former’s interests. 
Intermediaries (the milk society presidents 
among them) have a continuing set of rela¬ 
tions with the local officials wherein they 
help them with implementing other pro¬ 
grammes. the resources of which are not in 
great demand in the block. This makes the 
intermediary a potentially attractive person 
for the block official to .seek out in the 
village: a question, then, is how the inter¬ 
mediary can be made an even more attractive 
figure to the harried block development 
officer and his staff in their search for ways 
to implement poverty alleviation, and other, 
policies quickly. 

The ‘milk brokers’ are crucial actors both 
in the process of allocating IRDP’s resources 
and in determining its impact, and I offer 
here brief notes on some of t he milk society 
presidents, a 'firiyate milk vendor and a 
parish priest we interviewed in the two 
blocks, to give the reader a more specific- 
idea as to who these people are. 

(1) ESB—Brahmin (this caste formerly 
dominant in village), owner of local rice 
mill, connections with AU-lndia Radio, gives 
talks in village for block development ad¬ 


ministration, no clear parly affiliation, 
mismanaged society funds, and his small 
society no longer functional as bank refus¬ 
ed to give additional loans. 

(2) VD—Kallar (dominant caste of this 
village), rich peasant employing numerous 
agricultural labourers, leader of faction in 
village, prominent member of local 
AlADMK, local contractor, wanted to be 
president of village but knew would lose in 
election, so did not run in 1986, In charge 
of largest society in the block, but many 
members have sold cattle Officially, his wife 
is in charge of this ‘ladies’ society’. 

(3) RG—Rcddiar (dominant caste of this 
village), former panchayat president of 
village, operates a printing press, a senior of¬ 
ficial of 1 and Development Bank, had help 
from cx-Ml in setting up milk society, 
handed over operation of milk society to 
iclations on di.scovcring that he was being 
swindled by his own society accoumant. 
Society IS dormant and in aiicais 

(4) NAR—(piivale milk vendor) Muslim 
(significant ininoiity in this village), woik- 
cd in Malaysia a niinibcr of years, an im 
poitanl building conti.ictor, son is active 
member of ,M ADMK, was m charge ol 141) 
loans in six villages in the block, good con- 
iicvlions with presious animal husbandly ol 
licer, stood for president in panchayat elec¬ 
tions but lost badly 

(5) KA— Kallar (dominant caste in this 
village), longstanding president of milk 
society Isince early 196()s), very close coii- 
iieclions with foimer (opposition party) 
Ml, A and cabinet minister, a building con- 
trac'toi, stood lor president in panchayat elec¬ 
tions and came second. Society lunctioning 
well (the society’s longevity is a testament 
to Its proper management) 

(6) Father D—Roman Catholic priest at 
this village for about seven years, undertook 
numerous building contracts in block, close 
connections with powerful people in neigh¬ 
bouring villages, personally in control of u 
number ol IRDP assets through use of 
benami transactions, in chaige of just over 
forty IRDP milch animal loans for an in- 
toimal milk society m village, expelled from 
priesthood m mid-1985 for abusing his 
position 

(7) RC- Kallar (dominant caste m this 
village), pancfnayal president of this village, 
wealthy, party affiliation somewhat un¬ 
certain, has undertaken important contracts 
in the block, m control of number of IRDP 
assets through benami transactions, has also 
procuiccl IRDP calf-rearing scheme for 
village l ie has made substantial additional 
profits through the bulk purcha.se and resale 
to members of feeds and medicines. The 
socictv IS functional, but many have sold 
then ;attle. 

(8) KK—Scheduled caste iPallar) (nume¬ 
rically dominant in this .village, but 
little economic strength), member of 
AIADMK, accused of misappropriating 
milk society funds. His name was suggested 
to block officials for presidency ol society 
by important AIADMK man in village, K 
lost control of society, and presidency taken 
over by AIADMK man. 

(9) AR—Christian (numerically and 


economically important in village), got idea 
to start a milk society from a local parish 
priest from a neighbouring village, not a 
wealthy or influential man, accused of 
swindling society funds, depo.sed by others 
in .society, society now being run by the 
village AIADMK youth leader. 

(10) AR—Scheduled caste (Pallar) (nume¬ 
rically dominant in village but no economic 
strength), an educated youth (has Secondary 
School leaving Certificate), tried long and 
hard to start society, of no particular in¬ 
fluence in village although father is 
acknowledged Icadci o( Pallars, is now 
member of elected village panchayat coun¬ 
cil, society is for scheduled caste women 
only, therefore president is de facio rather 
than de jure. This milk society, the only one 
ol those surveyed, has milk fat-testing, and 
there is slight variation in prices given to 
members 

Of these ten people, only the last three 
qualifv as beneficiaries, but of these three, 
only the last has been able to maintain his 
leadership ol the milk society. None of the 
live wealthy and influential presidents had 
any leadership challenges fiom their ‘rank 
and file’ membeis although their control 
over theii societies was not entirely smooth. 
One of them (no 3) was cheated by his own 
accountant (this also happened at another 
society we s isitcd), and .mother (no 2) was 
faced V iih an ultimately unsuccessful move 
to split the society. Only two of the five 
wealthici presidents mentioned above were 
entirely unchallenged, despite some grumbl¬ 
ings among members about various 
w rongdoings ’' 

One of my discoveries, a fairly obvious 
one, was that the smaller the difference in 
socio-economic status between the president 
and a beneficiary, the better chance the latter 
has to challenge the authority of the former. 
In one village, for example (no 2 above), 
most of the beneficiaries are scheduled caste 
(Pallars) people employed as agricultural 
labourers and construction gang coolies by 
the milk society president. They had no say 
in the operation of the society, and it seemed 
likely they were being cheated by those 
responsible for the accounts (evidenced by 
the amount of mtlk sold to the society, the 
excessively long payback periods for the 
loans and the small amounts of money given 
to the society membeis as their monthly 
cash—.some beneficiaries said they did not 
get any cash while they were repaying their 
loans). About fifty pet cent of our respon¬ 
dents at this village made allegations of 
malpractices regarding the measurement of 
milk,'^’ and it was common for the milk 
society to sell milk to members who required 
extra milk at Rs 3.75 per litre, although the 
society bought it for Rs 2.25 from its 
members. Because milk was purchased from 
members at a low price, and also likely 
because of malpractices, the society profits 
from one year’s operation were, according 
to bankers’ records, Rs 30,000." (While 
.some of these profits are to be shared among 
all the members, the mathematically adroit 
milk society president is able to misappro¬ 
priate the society’s profits for himself and 
select supporters.) Of the beneficiaries of 
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ENDLESS IS OUR STRIVING 
IN HELPING POOR AND NEEDY 



A happy people is a mark of SURAJYA 
To usher Maharashtra in SURAJYA 
The State Government has 
Already hastened the process of 
Providing justice to people from 
Various walks of life. 
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Seeking thy innumerable hands 
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And then for welcoming SURAJYA! 
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this society who belong to the same caste as 
the president, 14 to 23 we interviewed did 
not take a second milch animal loan, 
primarily because they were unhappy with 
the way the society was being run, and felt 
that they could not make a profit from their 
milk sales to the society. 

Of additional interest regarding this milk 
society is that it i.s one of the so-called 
‘ladies* milk societies; the de facto presi¬ 
dent’s wife is the de jure president of the 
society. This milk society was the largest in 
the block from 1983 to 1986, comprising 
members from two panchayat villages. Part 
of the reason for its original large sire lies 
in the fact that it is a ‘ladies society’. It was 
with little difficulty that a local AIADMK 
leader could arrange with the block develop¬ 
ment officer to have a large number of 
IRDP loans for women when the collector 
was also interested in large numbers of 
female beneficiaries. Moreover, according to 
a milk society president in a neighbouring 
village, the president of the first society had 
wanted an even larger milk society and had 
sent out feelers to people m the first man’s 
village to see if they would join his society. 
In both blocks there are ‘ladies’ milk pro¬ 
ducers’ societies with women as presidents, 
but the ‘ladies’ milk societies we visited in 
1985 had men (generally the presidents’ 
husbands) in charge. 

By 1986 this society’s fortunes had declin¬ 
ed as a large number of its beneficiaries had 
sold their animals, and the amount of milk 
sold to the head milk producers’ co¬ 
operative in Tiruchi city had fallen drastical¬ 
ly. The president had also started to lend 
money to beneficiaries using society funds, 
and an inquiry was being conducted into the 
society accounts by the deputy registrar of 
co-operatives. Additionally despite using all 
the political influence he could muster, the 
milk society president was unable to gel a 
further round of IRDP milch animal loans, 
meaning that the future of his society was 
jeopardised. It is strictly against IRDP’s 
rules to finance beneficialics a third time 
with milch animal loans, and the block 
officials’ compliance with this rule is easily 
checked by senior administrators. The presi¬ 
dent realised this, and in 1986 tried to get 
25 milch animal loans without subsidies 
from the concerned bank. The bank refused, 
saying that he had allowed too many people 
to sell their animals without first repaying 
their loans. The president threatened to take 
action against the bankers through a Tiruchi 
AIADMK cafbinet minister, but the bankers 
maintained their refusal, and the president 
remained unsuccessful. 

By contrast to the ‘ladies society des- 
cribkl above, in 19861 went to a ladies milk 
society (not in the survey villages) on ‘the 
recommendation of bank officials and 
discovered a scheduled caste woman who 
was very much in charge of her society, and 
seemed tp be doing her best to help the 
society members by making loan payments 
promptly, by giving a reasonable price 
(Rs 2.50 instead of the more common 2.25 
at that time) for milk, and even by formally 
complaining to the BDO and bank officials 
about the AHO’s corruption (charging a 


‘fee* for animal ear-tagging). Unfortunately, 
complaints she made of administrative cor¬ 
ruption fell on deaf ears—the BDO told her 
to complain to the AHO, and he had just 
been transferred to another block—although 
she had managed to seduce the AHO’s bribe 
price from ks 45 to Rs 15 per tag. She was 
not a person of political consequence in'the 
block, and it mattered little to the BOO that 
her members had to pay the AHO. Nonethe¬ 
less, her forcefulness as an intermediary did 
help the beneficiaries, and earned her the 
respect and admiration of the local bankers 
who saw her as a model milk society 
president. 

In another society (no 8 above), the 
members and the president were all of the 
-same socio-economic status. For three 
months before the society was officially 
operational, the beneficiaries took their cows 
to the society yard to be milked, but 
payments for 'his milk were never made to 
the beneficiaries nor were any credits made 
10 the members’ loan accounts at the bank 
during this period. 1 he society accounianls 
claimed thai the president had misappro¬ 
priated these funds, and that he continued 
to misappropriate funds after the society’s 
offical inception. They made this informa¬ 
tion public, despite threats ol beatings from 
the president’s supporters, and with the hclji 
of two other local people (one of them an 
employee of the neighbouring block develop¬ 
ment office), convened a meeting at which 
it was decided that Rs 12,000 had gone 
astray, and that the president should show 
accounts for the money or have his assets 
confiscated. At the same meeting, the block 
development employee and his ally took 
charge of the society (apparently without a 
proper election) 

A lew months later, however, the original 
president was back in charge. '1 he society- 
had become factionalised, with a nunibet of 
people continuing to suppoil the original 
president. Thetc wcic numerous complaints 
against the new management, and the old 
president, capitalising on people's dis¬ 
content, called a meeting of the society 
members at the grounds of the local temple. 
A vote was held on the presidency, and the 
members decided that the oi iginal piesideni 
should once more take charge of the society. 
At this meeting he said that Rs 1,600 had 
gone to meet officials' expenses, but 1 am 
uncertain how he died tp account for the 
other Rs 10,400. It was obvious, however, 
that he remained a poor man ( he had been 
unable to maintain Ills own IRDP niilch 
animal and had sold it within a year of pur¬ 
chase) and people were willing to forgive him 
his wrongdoings 

In a further development, when 1 returned 
to this village in Sepicmbei 1986, I 
diseoveied that a new presid>-m was about 
to take over the operation of the society. The 
old president, fiom all accounts, had been 
unable to exert any authority over eithei his 
accountants or the beneficiaries, and he 
could not manage the society. This milk 
society is a scheduled caste society (95 per 
cent of its members are SC's), and the village 
it is in ha> a population of over 40 per cent 
SCs, but the new president is from the 


village’s economically dominant caste 
(Kallar), and is a prominent local member 
of the ruling AIADMK (village secretary of 
the party). The incoming president said in 
an interview that when the RWO had 
originally come to the village about setting 
up a Harijans’ milk society, he (the 
AIADMK man) had suggested one of his 
supporters, K, to be president. Unfortu¬ 
nately, K’s tenure as president had been 
di.sastrous, with the members having lost'a 
lot of money. 

Although this paper has been about the 
milk society president, the discussion of how 
he operates his society (and the examples of 
‘internecine warfare’) shows how difficult it 
is for the beneficiary to make a profit at his 
hands. I was interested in showing how 
IRDP’s picture changes (hologram-like) 
when one backs away from an intensive 
study of the beneficiaries, their cattle, and 
the poverty line to focus on the crucial role 
of the IRDP middleman. When the socio¬ 
economic differences between beneficiary 
and president are not so great, the bene¬ 
ficial ies have a much better chance of, if not 
profiting, at least putting some pressure on 
the milk society president to respond to their 
demands for a better price for their milk or 
for more prompt loan repayments to the 
bank.'Unfortunately, because both bank and 
block officials have the closest relationship 
with the milk society president, and also 
have no desire to alienate him, the bene¬ 
ficiaries who feel they are being cheated by 
the president and his accountants can rarely 
win the intervention of these officials in their 
grievances against the milk society. 

IRDP’s milk society presidents were not 
the most important political people in the 
block, although they may be po-werful in the 
individual panchayat village. The more 
powertiil people are much more interested 
in building or road contracts, and are usually 
successful in getting them. Admittedly, then, 
IRDP’s resources are not the rich peasants- 
cum-contractors’ first preference, neither in 
terms of profitability nor ease with which 
they can use the resources for greater profit. 
However, the president who wants to receive 
administratively-controlled resources in the 
future may establish a society partly as a 
favour to the block officials. It is possible 
for a milk society president to make large 
short-term profits not only through the 
actual operation of the milk society but with 
‘spin-off activities as well, such as the bulk 
purchase and later resale of cattle feed or 
medicines to beneficiaries, making commis¬ 
sion arrangements with cattle brokers, or in 
the resource sharing among asset purchase 
committee members. Moreover, the milk 
society president may feel that his prestige 
and support in the village will be entranced 
by appearing to be magnanimous in his 
disbursal of subsidised loans. 

Unfortunately, 1 was unable to document 
accurately what the milk society presidents’ 
profits were through IRDP - undoubtedly in 
a number of cases, they were less than 
anticipated It would be inappropriate, at the 
least, for a broker to admit that he is 
primarily interested in his own profits in 
establishing a milk society [see Cohen and 
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Comaroff, 1976|, and I'uiihcr to itemise 
them for the researcher Judging from 
numerous bcneliciaries’ accounts (we inter¬ 
viewed over 900 m the two blocks), however, 
it is undeniable that the presidents were able 
to extiacl benericiaries’ money to cover the 
starling up costs ol the societies (including 
any necessary payments to officials), and 
that the way they operated the societies led 
to the swelling ot society cotters at the 
beneficiaries’ expense (the amount depend¬ 
ing in part on the si/e of the society) in the 
final analysis, there is a correlation bctw'een 
the presidents’ concerns with large, short 
term profits and the imminent collapse ol 
the society. At societies (only two in our 
sample) where the milk otficials assigned 
greater value to the beneficiaries’ inteiesis 
along with longer term (in the short term, 
reduced) profits for themselves, the societies 
were longei lived. Beneliciaiy and non¬ 
beneficiary members of these societies were 
more inclined to keep at least one cow or 
try to raise a heifer to adulthood, laitiei than 
.selling the animals al the end of ilicii first 
lactation. 

While this has been an intentionally 
qualitative account of the IRDP milk society 
president, it allosss some conclusions to be 
drawn about the process of poverty allevia¬ 
tion policy implementation al the village 
level, and whose inteicsts are served best by 
this process. First, the over-representation of 
building contractors as milk society presi¬ 
dents or milk vendors indicates a majoi fault 
in the dispersal of information about avail¬ 
able poliL 7 resources., Those who have the 
most business in the block development 
office pick up the most information about 
policies of which they should not be the 
beneficiartes. Perhaps part of this problem 
could be righted through the placement ol 
information posters m al least the scheduled 
caste streets of panctviyat villages. Second, 
the management of milk societies reveals 
that there are tew ellcctive institutional 
mechanisms for beneficiaries to use lo force 
changes in their ill-managed societies I he 
opposite seems truer, in that the closest 
working relations arc established between 
milk society, bank, and development 
officials, and the milk society president, for 
better or more olten for woise, is left with 
a free hand over his society. Third, any policy 
designed with the poor as us target group 
should be constructed in such a way as to 
hinder the participation of profit-seeking 
brokers or middlemen. My data show, how¬ 
ever, that the enhancement of women’s and 
educated youth’s roles as genuine represen¬ 
tatives (intermediaries rather than brokers) 
of the poor would certainly help poverty 
alleviation policy implementation. Despite 
much bad press, the block development 
officials are not averse to co-operating with 
the poor’s representatives, especially if that 
co-operation can be shown to be in their 
interests as well. Fourth, if a programme 
requires that beneficiaries must come under 
the aegis of a village-based organisation like 
the producers’ co-operative, all precautions 
should be taken that those in charge are 
themselves eligible to be beneficiaries. 
Changing distributive development policy 


implementation so that it serves the poor’s 
interests first is an enormous task, but some 
of the change may come a little easier if the 
major role of brokers and middlemen is 
acknowledged in policy-making circles, and 
greater efforts made to promote represen¬ 
tatives of the poor in this role 

Notes 

1 1 do not explain the programme’s goals and 
details here, as I assume lhal ihe reader of 
this journal is familiar wilh them. If not. 
please refer lo Nilakanth Ralh's I'ebruary 
1985 article in this journal. 

2 1 wish lo acknowledge a number of people's 
help and encouragemeni during my studies 
in lamil Nadu, primary among them arc my 
field assisianis m I9SS, tj lolhi and 
(i Majiniandm 1986, P '\rocki.isam> M> 
Iricnds and colleagues at the Madias Insii- 
lule ol Dcsclopmciii Studies liclped me 
imineasuiahiv with adsne .ind imnh sup 
port and encourageinent Among iliem are 
( T Kiirien (diiceloi), \'enkalesh \ltiicsa 
(and lainily in Tiiuchi), k Nagaraj, 
P Radhakrishnan (who imisi be singled out 
lot basing read and eommenicd on a 
number ol thesis chapleis), V K Rama- 
shandian, Nasii Isabii, S tiulian. and 
S Sundaram Many many thanks also to 
N Naiayaiiaii 

J Ilarriss |1982: 195 and 19871 also discusses 
llie iich peasaiuiy’s seaich loi more 
lucralive investment opportunities oiilsidc 
of agiicullure 

4 Some of the AIADMK milk society 
prcsiderils in one ot the blocks boasted lo 
me (and others) about having close conlacis 
with one or another of (he cabinet ministers 
fiom Tiruchi district. These contacts were, 
however, sometimes rathet more illusory 
than real, and the bankers and otficials had 
lo decide how plausible ihe presidenls' 
claims were. Certain milk society presidents 
would not only claim they had imporiam 
political eoniacis, they would adopt 
threatening tones it the bankers hesitated 
or letused lo (ullTl then demands (i e. 
(hreaicning lo h.ive non compliant olficeis 
liansferred with the help ol a polilieian) 

5 Once a milk sociely has been duly 
legistered, it comes under Ihe jurisdieiioii 
of the deputy legistrar ol co-operatives 
(dairying), and only the deputy legistrar’s 
olfice can take action, under the rules of 
the Tamil Nadu ('o opetuliva Socielie\ Ail, 
against Ihe officials of a village milk society. 

6 Village-based political and anthropological 
research over the years had led its leaders 
to believe lhal most Indian village.s are riven 
by laclional struggles About iwo-thirds of 
the twenty villages I visited did not have 
ongoing factional snuggles, and only one 
village’s political and economic life was 
civerwhelmingly dominated by a factional 
dispute. Other villages had faclions oi 
disputes which only manifesied themselves 
in tei ms of religious events, such as temple 
levlivals. Hartiss |1982: 231] also found in 
his study ol a village in Tamil Nadu’s North 
Arcol district that factions aic not ncccs 
saiily a predomiiiani fealure of a village’s 
political economic landscape 1-or a criliquc 
ol the use of T’aciion' in political analysis 
111 India, sec Hardiman |I982| 

7 I am uncettain as lo how the rival’s su|)- 
porteis' names vvould have appeared in the 
subsidy register but would suggest that ihe 
president may have given the blcKk officials 


a long list of 'pofential beneficiaries’ with 
the understanding that only his supporters 
would get the subsidised loans. The block 
officials accidentally Irsled people in Ihe 
subsidy register Ihe president did not want 
as beneficiaries. 

8 During our posl-panchayat election inter¬ 
views in 1986, we were told of numerous 
iiislances of vcite -buying during the cam¬ 
paign. especially in she villages’ scheduled 
casie stteels. This campaign tactic was quite 
successful as people did tend lo vole for the 
'highcsi biddeK 

9 Milk societies are generally quite short-lived. 

1 he etfeciive lifespan of most milk societies 
does noi stretch beyond three years. If 
internecine quarrels over accounts does not 
destroy the society, then members’ sales of 
animals does. In the two blocks there was 
only one long-lived sociely (no ‘t of the pro- 
liles) which had organised betore 1980. 
fopesiake 11985) also poinis lo the .short 
lilcspans of societies in Madurai and 
kamnad distrivls 

to Vkiciv mem bets all imisi have iheir animals 
milked al a comnum vard by a society 
'milkiiu; pci son’ Malpiacticcs enter the 
piviiiie when ihc ’milker’ lecoids, for 
esample. two lures but has aclually milked 

2 T lures Ills also common for milk sccielv 
officials lo add water to milk which is sold 
on Ihc private market 

11 Viiiually all members ol this sociely were 
compelled lo buy buffalos Bulfalos give 
milk ol a higher lai conleni than cows do, 
which means that bcncfieiaries should 
icceivc a higher price for ii. At this society 
they did nol. Ihe socieiy officials could 
dilute Ihc buffalo milk with waiei and get 
paid by Ihc distiicl milk co-operalive lor a 
larger number of lures of ‘cow’s milk’ (or 
mised cow and buffalo milk) than ihe local 
sociely bought in lei ms ol hutlalo milk. 
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Social Background of the Educated in 
Bombay City: 1824-58 

IVIridula Ramanna 

This paper attempts to examine the social composition of the educated in Bombay city between 1824 and 1858 
on the basis of available quantitative data. What emerges is that the English-educated were a homogeneous group, 
showing common socio-economic origins and were not representative of all sections of the population, while those 
educated in the vernacular schools came from a wider range of castes and communites. 


THE first half of the nineteenth century saw 
the genesis and development of English 
education in Bombay city, to which Indians 
contributed both with their initiative and 
financial support. They were associated with 
the establishment of the Bombay Native 
Education Society and its English Marathi 
and Gujarati schools and contributed to its 
activities. A preliminary education in the 
vernacular was laid down as a requirement 
for admission into the English school. The 
Indians’ endowment of the Elphinstone pro¬ 
fessorships led to the establishment of 
Elphinstone College. The Grant Medical 
College was founded with the initial 
benefaiJtion of Jamsetji Jejeebhoy and other 
Indians gave liberal donations towards its 
expansion. .Subsequently, the Law Classes 
received generous funding. These institutions 
were also rectpients of government subsidies 
which meant government’s all pervasive 
influence in educational policy, since these 
were prtme in.stitutions at the time. The other 
schools in the city were maintained by mis¬ 
sionaries or by private Indian and European 
enterprises and received no government 
assistance. Educatton of girls was entirely 
supported by missionaries and English- 
educated Indians. As the Webbs have shown 
in their Indian Diary, Indian educational 
development owed a great dpal to private 
efforts; and this was true of Bombay city 75 
years earlier.' 

This paper attempts to examine the social 
composition of the educated in Bombay city, 
between 1824 and 1858 on the basis of 
available quantitative data. Such an analysis 
would be relevant to any discussion of 
education and modernisation. What emerges 
is that the English-educated were a 
homogeneous group, showing common 
socio-economic origins and were not 
representative of all sections of the popula¬ 
tion, while those educated in the vernaculars 
came from a wider range of castes and 
communities. 

The Bombay Native Education Society 
took the initiative in establishing an English 
school in 1824 to meet the demand for the 
study of the English language. The method 
of instruction here was through translations 
into Marathi and Gujarati. Consequently, 
the school was divided into Marathi and 
Gujarati sections. In 1826, the former sec¬ 
tion was dominated by the Prabhus with 
Brahmins, Shenvis (all traditional literati) a 
few Sonars, (goldsmiths) and Shimpis 


(tailors) also attending. Parsis constituted the 
majority in the Gujarati section and there 
were some Bania siudcnt.s, as well.^ Yet the 
society remarked on the lukewarmness of the 
‘Hindoo Gujarati’ towards the school ’ It 
was also observed that the Hindus made pro¬ 
gress ill the English school, because they 
were left longer than others, while there were 
few Muslims.^ By 18.15, the numbers had 
risen to 214 boys—101 Hindus, 60 Parsis, 87 
Muslims and 16 ‘Portuguese’.' There were 
550 students in 1839, instruction now also 
being provided through translation into Hin¬ 
dustani.'’ Of the society’s vernacular 
schools, the Central Gujarati School, which 
was dominated by the Paisis, met with 
opposition from the old Gujarati school 
masters, who had “not scrupled to offer 
more serious molestation’’ than merely 
exerting their influence to dissuade parents 
from sending their children to these 
schools.’ This was motivated both by the 
fact that enrolment in the indigenous schools 
might be af'ected and by the fcai that the 
new system of education might challenge 
established practices. In 1828, Dadaji 
Dhackji the Pathare Prabhu leader, insisted 
on the removal of Maratha Kunbi, Khandari 
(cultivator castes) and Koli (fishermen) boys 
from the Marathi schools. Dadoba 
Pandurang, who was a studeni at the time, 
observed that Dhackji felt that lower caste 
children might break the monopoly of the 
higher castes on government jobs." Never¬ 
theless, these schools grew lapidly and had 
branches in different parts of the city. 
Mohamed Ibiahim Muckba, who was close¬ 
ly associated with the society’s .activities, 
opened a Hindustani school for Muslim 
boys in 1834.’' 

THE Elphinstone 

iNSTirUTtON 

The schools of the Bombay Native Exluca- 
tion Society were incorporated with the 
Elphinstone College following its establish¬ 
ment and came to be designated ‘The 
Elphinstone Native Education Institution’.'" 
The reports of the board of education for 
the years 1840-44 provide statistics of 
students on the rolls of the English and ver- 
naculai schools, as shown in 'Ihbles I and 
2, respectively. The dominance of the Parsis 
among the different communities and of the 
traditional literati castes among the Hindus 
is notable. Students from a larger number 


of Hindu castes and Muslim groups attend¬ 
ed the vernacular schools." The artisan 
castes, vi/. Sonars, Shimpis, Sulars 
(carpenters) and Kansaras (coppersmiths) 
and the cultivator castes, vi/,, Marathas, 
Kunhis and Bhandans are more numerous 
in the vernacular schools than in the 
English school suggesting that those who 
attended the latter institution may have 
sought jobs, wherein they used their 
new knowledge. Also noteworthy arc 
migrants troiii other regions of India, in¬ 
cluding Paiadeshis liom the L'nited Pro¬ 
vinces. and Kamaiis ( Iclugu immigrants), 
who ranked with the Marathas but followed 
lelugu customs and whose common occupa¬ 
tion was skilled labour. 

After 1845, the reports do not provide this 
detailed break-up of students in the ver¬ 
nacular division but only of the English divi¬ 
sion lable 3 tabulates in percentages the 
social composition ol students between 1840 
and 1855 showing that the Parsts constituted 
more than halt the total number of students, 
while the Hindus formed a little less than 
half tins IS significant considering the 
relative strength of these communities in the 
population. The census of 1864 lor Bombay 
cily provides information on the population 
as follows: Parsis, 6.3 per cent; Hindus, 
divided into Brahmins, 3.75 pci cent; ‘Other 
Hindus', 60.20 per cent; Bhatias 2.67 per cent; 

I ingayats, 19 per cent and ‘Hindu outcastes’, 
3,97 per cent The other communities includ¬ 
ed Muslims, 17.87 per cent; Indian Chris¬ 
tians. 2.44 per cent, Indo Europeans, 0.23 
per cent; Buddhists and Jains, 0.98 per cent; 
and .lews 35 per cent.'- 

Apart from those mentioned in the.earlier 
tables, ‘Other Hindus’ included Govakars, 
brick layers, Kolis, Dhobis, and Malbaris.'^ 
Students of trading and merchant castes 
doubled, probably due to the increasing 
requirement ol English m their occupations. 
The Christians register a decline, because 
institutions maintained by their communi¬ 
ty were established. 

Admission registers of the Elphinstone 
institution for the years 1848, 1851 and 1853 
indicate the ‘native towns’ of students. While 
most were trom Bombay city, students also 
hailed from towns in the Bombay presiden¬ 
cy area, viz, Bulsar, Cutch, Dwarka, Nav- 
saii, Surat, Belgaum, Panvel, Ratnagirt, 
.Sholapur and Vengurla.''* 

Table 4 tabulates the information on 


Economic and Political Weekly January 28, 1989 


203 



Table 1: Caste and Community of Students Who Received English Education at Elphinstone Institution, 1840-44 
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parental occupations. Government employ¬ 
ment as clerks, munsifs, sepoys, kotwals, 
hawaldars, jamadars constitute 11 per cent. 
A superintendent of public works, an inspec¬ 
tor in the engineer’s office, and a tobacco 
inspector are mentioned. Those attached to 
private commercial offices were Karkuns, 
book keepers, receivers or writers. The mid¬ 
dle level business group include merchants, 
those trading in cotton, wool and tobacco, 
the ‘China merchant’ and ‘Calcutta mer¬ 
chant’. Under petty traders arc included shop 
keepers, ‘shaokars’ (sahukar), grocers, liquor- 
sellers, a ghee-seller, a wood-seller, a potato 
dealer, a miller and a draper. There arc a 
small number of astrologers, pandits and 
bhikshus.” The Parsis formed the majori¬ 
ty of the lower grade office personnel and 
of those in domestic service, including 
cooks, butlers, stewards and coachmen."' 
Of the three engineers mentioned, two were 
Europeans and one Parsi.'^ The lists al.so 
include a Gujarati Brahmin moneylender, 
two Brahmin cultivators, a Koh shopkeeper, 
a Kunbi cloth merchant, Sutars and shim- 
pis who were clerks and a Kayastha Prabhu 
‘shaokar’. 

While incomes are not known, most 
parents appear to have had a marginal 
livelihood. At the Fort branch school. Par- 
sis were able to afford a fee of Rs 2 per 
month but the Mumbadevi branch school 
located in the ‘populous’ and ‘poorer’ Hin¬ 
du neighbourhood collected Re one per 
month.'* The introduction of fees affected 
the strength of the vernacular schools of the 
institution. Jagannath Shankar Shet, 
member of the board of education, pointed 
out that poorer children preferred mission 
schools, where instruction was free or chose 
indigenous schools in the first instance.” 

The number of students in the school and 
college divisions of the institution tabulated 
in Ihble 5 (1851-18.55), on the basis of com¬ 
munity,, shows that Parsis outnumbered 
Hindus in the school, but the reverse was the 
case in the college, probably because many 
of the former may have taken up jobs after 
school, while others joined professional 
courses. 'Ikble 6 shows upper castes in a 
majority among Hindu college-going 


students. Between 1855 and 1859 the 
statistics of .studeni.s, categorised only on the 
basis of communities, reveal.s ihe same 
pattern.'" 

In 1858 there was only one fee-paying 
student in the college, the rest being scholar¬ 
ship holders.*' The stipends sometimes sup¬ 
ported the stipendiary’s family.” Students 
often resigned their scholarships midway 
through their courses as soon as they secured 
better paying jobs.-' This fact underlines 
the essentially ’middle class’ economic 
background of the student community. 

The Parsis constituted the largest number 
of students at Grant Medical College, their 
numbers rising from 44 per cent to 59 per 
cent of the total strength between 1846 and 
1859, as shown in Ikble 7. Traditional Hindu 
taboos regarding dissection could perhaps 
explain their smallei numbers. In 1855, all 
the seven Hindu students who qualified for 
admission withdrew on finding the stipends 
tilled.^^The director of public instruction 
complained that “paupers had been bribed 
by stipends to accept a medical education .." 
indicating that financial inducements were 
necessary to attract students to this 
course."" The name ol the students indi¬ 
cates that Gujarati-.speaking Hindus were in 
a minority. 

The engineering classes, attached to 
Elphinstone Institution, were set up in 1844 
to train subordinate engineers and suiveyors 
but were wound up three years later, when 
the students found no jobs.^" The classes 
were re-e.stablished in 1854, now being 
attached to the chief engineer’s office. The 
l.aw Classes commenced in 1855. Scholar¬ 
ships were offered to a few of the students 
pursuing these two courses. 

The Photography Classes, more in the 
nature of an extra curficular activity, were 
conducted at Elphinstone institution, thrice 
a week. A fee of Rs 10 per month was 
charged,^' the students being required to 
bring their own chemicals and paper. 

The J J School of Art grew out of the 
Drawing Classes established at the institu¬ 
tion in 1857. Table 8 presents the statistics 
of students attending these ‘Special Classes’, 
as they were called, between 1855-58. 


Private Institutions 

Under this head have been categorised 
those institutions which received no govern¬ 
ment aid. The missionary institutions, which 
provided instruction in Christianity along 
with English education, show the dominance 
of the Hindus among the student com¬ 
munity. The General Assembly Institution 
of the Church of .Scotland, founded by John 
Wilson in 1832, had 45 Hindus and three 
Parsis that year.-* In the 1840s and 1850s, 
as the appended Thble 9 shows, the number 
of Christians, including Protestants, Roman 
Catholics and Armenians, increased. The 
Parsis practically boycotted the school, 
following the conversion of two Parsi 
students.^" At Ihe Money School, esta¬ 
blished by the Bombay Auxiliary Church 
Missionary Society, out of a total of 95 
students in 1847, 65 were Hindus, 16 Chris¬ 
tians, nine Jews, three Muslims and two Par¬ 
sis. The numbers receiving English educa¬ 
tion here increased to 335 by 1856, the 
majority being Hindus ‘of all castes’.^' 

The missionaries supported vernacular 
education and, in most cases, established 
vernacular schools even before they started 
English schools. The numbers in the former 
were'much larger than in the latter institu¬ 
tions.'^ The .seven vernacular schools of the 
American Mission established in 1830 and 
the Marathi and Gujarati schools of the Free 
Church of Scotland Mission were attended 
predominantly by Hindu students.-" The 
Scottish Mission established a .separate 
school for Bene l.sraelis, wherein the medium 
ol instruction was Marathi. 

Six ‘Portuguese’ schools managed by the 
Portuguese Education Society and English 
schools at Mahim and Kavel are mentioned, 
but there is no information regarding the 
social background of the students.'* 

Among the institutions founded by Indian 
enterprise was the Jamsetji Jejeebhoy Parsec 
Benevolent Institution, established in 1849, 
with Jejeebhoy’s donation and the financial 
support of other Parsis for the education of 
‘poor* Parsi children. Those students whose 
parental income did not exceed Rs 40 per 
month, were admitted."’ The pupils were all 


Table 3; Sot ial Composition ot- Siliolnis Rfc fivino English Edihation at Ei phinsionf iNsiiriiTioN 

(Percentages) 


Years 

Brahmins 

Joshis 

Shenvis 

Pulsias 

Prabhus 

Kayasthas 

Khatris 

Sonars 

Sutars 

Shmpis 

Kansaras 

Vania 

Vaishya 

Bhatia 

Lowana 

Sawak 

Other 

Hindus 

Total 

Percentage 
of Hindus 

Parsis 

Chnstia ns 

Muslims 

Jews 

1840-41 

12.93 

15.7 

2.26 

9.21 

2.92 

0.96 

43.98 

41.2 

9.2 

5.3- 

0.32 

1842 

14.7 

14 

3.2 

8.44 

2.34 

1.62 

44.3 

42.2 

93 

5.2 


1843 

13.56 

13.18 

3.49 

8.53 

4.46 

2.52 

45.14 

41.28 

6 78 

5.04 

1.16 

1844 

20.69 

14.52 

4.72 

8.71 

3.63 

2.36 

.54.63 

35.39 

6 17 

3 27 

0.54 

1847 

15.1 

14.5 

5.3 

7.8 

2.6 

4 

49.3 

44.5 

2.6 

3.3 

0.3 

1851-52 

9.58 

8.95 

3.78 

5.17 

5.55 

1.89 

34.92 

62.29 

0.9 

1.89 

— 

1852-53 

10.84 

9.57 

3.19 

4.97 

3.83 

1.66 

34.06 

62.88 

0.56 

2.5 

— 

1853-54 

12.4 

9.97 

3.67 

5.77 

6.3 

1.57 

39.68 

54.88 

2.3 

2.62 

0.52 

1854-55 

11.42 

10.47 

2.94 

4.7 

4.94 

1.65 

36.12 

59.17 

2.12 

2.24 

0.35 


Source: Reports of the Board of Education (relevant years) 
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Chief Minister’s innovative approach 
for people-oriented administration 

The C;hicl Minister of Ciutanit. Shri Amarsinh dialogue with these executive personnel has proved 
Chaudhary has adopted an innovative but most success- fruitful in many ways. 

ful approach to make the administration public- The Chief Minister takes steps to instruct officials so 
oriented from State to grass-ntot level. as to solve the public grievances on-the-spot. While the 

Shri Chaudhary believes that people, even villagers issues relating K) policy-decision and a long term 
must realise that administrators at all levels' are func- planning of development arc being con.solidated by the 

tioning to fulfill the will of public The slackness or “Special Cell ” functioning at Chief Minister’s office 

lethargy should not be allowed in any style and exccu- in Gandhinagar. The follow-up procedure has also 
tion of Government’s plans and programmes must be shaped in a scientific way. The data arc being corn- 
undertaken so as to achieve targets within stipulated putcrised and sent to the concerned departments and 
time. Moreover, with a view to receive active involve- a time-bound procedure has been chalked out for the 
ment of elected representatives in development pro- solution. 

cess, due weight should be given to their proposals and The last but utmost new approach of public contacts 
representations. The executive officers working at at grass-root (evel is to realise their problems and their 
district and taluka levels should be most attentive to involvement in development process and the visit of 
solve the people’s grievances and local problems. Their Chief Minister in a “Gram-Sabha” organised by village 
approach for the proper implementation of the various panchayat. The sarpanch presides over the meeting and 
programmes for upliftment of poor and backward resolutions arc being passed at the gathering of 
classes should be target-oriented. villagers 

For these, the administrative reforms are most ncces- The Chief Minister then keeps the mike in hands and 

sary and the Chief Minister hiqiself has initiated a new starts the questionnaire with villagers straightaway, 
and effective attitude. Chief Minister asks direct questions to villagers. Is 

Since last two and half months Shri Chaudhary has your 1’alati—Village Accountant—noting entries related 
■ toured as many as thirteen districts to make on the spot to change in ownership regularly? Do children get Mld- 
indepth study of administrative functioning. He intends Day-meal regularly’ Are Teachers attending school 
to complete these all district visits up to the end of regularly? Does Fair Price Shop provide foodgrains at 
January, 1989. adequate rate? And resources of rural masses are stag- 

This “Jan Sampark Abhiyan’’, as popularly known, gering. In response to the problem mentioned about 
is aimed at toning up the district administration up to card for issue of kerosene, villagers protested against 
village level. the system and Chief Minister decided to revoke the 

The most significant feature ofthe district visit tour system for rural areas. In another village visit in 
programme of the Chief Minister is systematic planning Panchamahals district complaints were made against 
of non-officials and officials meeting besides a visit to teachers for non-attendance in school and District 
“Gram Sabha” of village Panchayat. Authorities gave quick necessary orders. 

At the first instance, Shri Chaudhary invites all Gram-Sabha was an effective instrument in Indian 
members of parliament, MLAs, district and uluka System but with politicisation and introduction of 
panchayat presidents and Chairman of various pan- District and Ikluka Panchayat Raj administration, its 
chayat committees to acquaint himself about their importance has been lost. Accountability of bpth 
views on district level functioning. In a meeting— political and permanent executives to people has 
literally "closed door" and strictly prohibited for all become more and more indirect and thereof perhaps 
the Government officials—Shri Amarsinh Chaudhary lost. Gujarat Chief Minister’s direct approach to attend 
asks each of the non-official to present their views and Gram-Sabha and raise issues of accountapilltles of village 
problems. He himself notes down all the points spoken functionaries, is a right diagnosis to understand the 
out by elected representatives without any hindrance, pulse of people and take corrective action. 

This meeting continues for a long time span of 4 to Chief Minister’s approach inspires all the village 
5 hours. people to spell out everything in a manner without fear. 

After this dialogue, the Chief Myiister calls on police All the complaints, suggestions and problems narrated 
officials up to taluka levels and then in a third phase, by them are being noted down by officials. Shri 
consecutively rather he addresses a joint meeting of Chaudhary' avoids any address and speech and only 
Revenue, Panchayat and other district officials During positive dialogue is going on with the local people, 
both these meetings, Shri Chaudhary stresses the need The Chief Minister’s approach of administrative. 
to gear up administration to fulfill people's aspirations reforms is getting momentum all over the State. A sense 
He also invites suggestions to solve out the hindrances of public awareness is being generated after C.M.’s visit 
in Implementing the programmes. A straightaway in each district. 
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Table 4: Social Composition of Parents of Students of Elphinstone Institutton_ 

aerks Petty Mer- Shroffs Con- Artisans- Teachers Priests Land- Culti- Domestic Profes- Miscel- No Entry Total 
Ml Acco- Trade'rs chants and tractors Carpen- and Allied owners Vators Service sionals laneous 



Source: Reports of the Board of Education (relevant years). Annual Reports of the Elphinstone Institution. 


Table 6; Caste Break-Up of Hindl Stldents Attending College 
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Reports of the Board of Education (relevant years) 

Reports of the Director of Public Instruction (relevant years) 




Parsis and free instruction, "of a character 
to ru the boys for commercial pursuits was 
provided”.” While Gujarati was the 
medium of elementary instruction, the 
school, which would be the counterpart of 
today's secondary section, was Anglo- 
Cujarati and English was the exclusive 
medium at the higher level. A branch institu¬ 
tion was established at Mumbadevi.^^ 

A number of private schools, providing, 
vernacular education required for admission 
into Elphinstone Institution were main¬ 
tained. Parsi, Hindu and Muslim masters, 
after whom the schools were named, in¬ 
structed students of their respective 
communities.” 

The vernacular schools of the Student’s 
Literary and Scientific Society were also 
organised as Hindu and Parsi schools, where 
poor children paid no fees and others 
between half a rupee and two rupees. While 
the cast background of the Hindu students 
is not known, the social composition must 
have been the same as at Elphinstone Institu- 
ation since most of them aspired for admis¬ 
sion there. ^ 

In 1855, leading personalities of the 
Prabhu caste established a preparatory 
school, the Prabhu Seminary, an anglo- 
vernacalar school, attended exclusively by 
Prabhus.^' This feature of educational op¬ 
portunities being sponsored for the young 
of particular communities and castes by the 
wealthy or leaders of their respective groups 
is significant, because it not only reflects 
support for we.stern education but also a 
desire that their groups should avail of the 
limited and therefore highly competitive job 


opportunities. Similarly, the Bhatia School 
was supported by the Bhatias but attended 
by Lavanas, Khojas and Memons, in¬ 
terestingly all merchant and trading groups 
of both Hindu and Muslim communities.^^ 
This later came to be known as the Goculdas 
Tejpal Institution. 

European enterprise conducted ‘private 
academies’ attend^ by the sons of the rich. 
Jamsetji Jejeeb hoy’s son, Byramji Jeejeebhoy 
studied at Mainwaring’s School, where the 
fees were Rs 10 per month for a study of the 
three R’s.'*^ By the mid-century, wealthy 
Parsis began to send their boys to ‘public 
schools’ as their ‘old prejudices’ which kept 
them from mixing with the boys of less 
favoured classes had been removed.** 

Education of Girls 

The initiative in girls’ education was taken 
by private agencies. The question was taken 
up by the Parliamentary Select Committee 
both in 1832 and in 1853, when the evidence 
was given that in western India, “not a single 
female had come under the government 
system of education”.*’ Till 1882, the pro¬ 
gress made was chiefly due to non¬ 
government effort.** 

The pioneers were the missionaries, who 
established girls’ schools, providing instruc¬ 
tion in the regional languages. They main¬ 
tained that if Christianity was to spread 
rapidly “the seeds must be sown in the 
nursery’ .*’ The Free Church of Scotland 
collected statistics of castes and communities 
of girls attending their schools, the largest 
number of students were Hindus, Marathas 


constituting 56.7 per cent in 1837 and 35.7 
per cent in 1849, followed by the Mahars, 
including Surti Mahars who formed 13.2 per 
cent in 1837 and 12 per cent in 1849. While 
there was one Sonar in 1837 and only two 
Prabhus in 1838, they figure as II per cent 
and 9.9 per cent respectively of the total 
strength in 1848. The Brahmins, included 
Gujarati Brahmins and with the Shenvis 
constituted 3.6 per cent. The Khatris (who 
claimed Kshatriya status) appeared only in 
1848. Other castes included the Vanias, 
Vanzaris (grain dealers) Shim pis, Kansaras, 
Lohars, (black smits) Bhandaris, Gosavis 
(religious ‘beggars’). Kamatis, Madrasis, 
Paradeshis, Dhobhis (washermen), Malis 
(gardeners), Dhonphodes (stone breakers). 
Sails (weavers), Nhavis (barbers), Chamhars 
(cobblers),and Kumbars (potters). There is 
mention of only one girl each of the Sutars, 
Telis (oil pressers) and Jains.** 

Christian students included Protestant 
converts and Roman Catholics. Their 
numbers here were small in contrast to the 
boys’ school. Muslim girls numbered seven 
in 1837 and only three in 1848. Most of them 
are mentioned as being from Africa. When 
Parsi girls joined the school in 1837, it was 
considered a victory over prejudice.** But 
their attendance was also affected by the 
conversion of the two Parsi boys mentioned 
earlier. Schools were maintained exclusively 
for Bene Israelis as well. All the schools used 
Marathi as the medium of instruction. 

The schools of the Students’ Literary .and 
Scientific Society, established in 1849 repA- 
scnt the efforts of the English-educated to 
promote education among girls. The social 


Table 8: Social Composition of Students at Special Classes. 1855-59 


Name of the Institution 


1855-56 



1856-57 


Hindus 

Muslims 

Others 

Total 

Hindus 

Muslims 

Others 

Total 

Engineering school* (1854) 

3 


11 

14 

6 

1 

9 

16 

Law class (1855) 


27 

— 

19 

46 

22 

— 

17 

39 

Photography class* (1855) 

21 

— 

18 

39 

31 

2 

29 

62 




1857-58 



1858-59 


Name of the Institution 

Hindus 

Muslims 

Others 

Total 

Hindus 

Muslims 

Others 

Tbtal 

Engineering school (1854) 

6 

1 

5 

12 

— 

— 

— 

— 

Law class (1855) 


20 

— 

10 

30 

30 

11 

— 

41 

J J School (1857) 


— 

— 

— 


22 

8 

— 

30 

* These classes were closed in 1857. 








Source: Reports of the Director of Public Instructions (relevant years) 








Table 9: 

Bovs Learning Engush at 

School of Church of Scotland 




1844 

1845 

1846 

1847 

1948 

1849 

1850 

1851 

1853 

Community: 

Hindus 

Christians 

Jews 

Parsis 

Muslims 

Ibtal 

73 

50 

30 

7 

160 

77 

75 

31 

10 

193 

87 

113 

39 

1 

23 

263 

92 

126 

29 

1 

15 

263 

120 

116 

20 

19 

275 

100 

90 

22 

1 

9 

222 

142 

105 

23 

1 

7 

278 

158 

111 

26 

7 

302 

196 

122 

18 

3 

4 

343 


Source: Oriental Christian Spectator, (relevant years). 
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composiflon of the Marathi and Gujarati 
Khools catering to the Hindus was the same 
as at Elphinstone Institution, thereby 
indicating that such reformist attempts were 
as yet confined to the social groups of the 
society’s members.*' The Parsi schools of 
the .society were very successful.*^ 

In 1850 the Jamsetji Jejeebhoy Parsee 
Benevolent Institution also established a 
girls' school in the Fort. Within five years, 
there were 105 pupils on the rolls and 
another school was established at Dhobhi 
Thlao.** 

English education for girls was confined 
to a few Parsis such as Manekji Khurshedji’s 
daughter, Dossibhai, who was educated at 
Mrs Ward’s Seminary. Others were taught by 
governesses and tutors.** 

Thus the English educated of Bombay city 
in these years were a homogeneous group in 
that they came mainly from marginal 
economic backgrounds. The increasing job 
openings for those knowing English was the 
major inducement that drew students to 
English education while scholarships were 
an incentive in higher education. Secondly, 
the dominance of the Parsis, who were in 
the forefront of westernisation, among the 
different communities and of the traditional 
literati castes, among the Hindus is apparent. 
The vernacular schools, particularly those 
maintained by the inissionaries, attracted 
students from a wider representation of 
castes and groups among the communities. 

On its part, the government had aimed at 
educating the ‘upper ranks*. In comparison 
to Bengal, they found the response of the 
wealthy to higher education in Bombay in¬ 
adequate. Even in 1866-67, the Director of 
Public Instruction observed that while 
Presidency College, Calcutta, was dominated 
by the sons of zamindars and talukdars, not 
only was this class “entirely wanting at 
Elphinstone college but even sons of 
merchants had most narrow views as to the 
value of collegiate education”.** Principal 
Henry Green of Elphinstone Institution 
wrote to Stovell, secretary of the Board of 
Education, “it has always been a subject of 
lamentation that the richer classes of natives 
show so little desire to avail themselves of 
the education which we offer them that they 
do not appreciate any extensive course of 
study and intellectual training”.*^ Most of 
the wealthy sent their sons to ‘private 
academies’ to learn enough English, for use 
in their various occupations or in-social 
intercourse with the Europeans. It was not 
that>this group were unconvinced of the 
value of western education, for they provided 
generous financial assistance both to 
government-supported and non-government 
institutions. Later in the century they took 
to collegiate education in. larger numbers. 
The government had also wanted the 
wealthier classes to be English-educated so 
that they would be subsequently absorbed 
into public service, not only to prevent 
’disaffection’ but with the hope that they 
would develop into a major source of sup¬ 
port of British rule.*^ But being financial¬ 


ly secure, the rich of Bombay city were not 
attraaed to the kind of positions the govern¬ 
ment had to offer. 

The British policy was also directed at not 
upsetting the existing social hierarchy. 
Bombay's governor, Mountstuart Elphin¬ 
stone, who advocated the education of the 
“poor” as a “necessary expense”, which the 
sovereign ought to “cheerfully incur” also 
emphasised that there should be no “mixture 
of ranks” and recommended the establish¬ 
ment of a separate class for the “lower 
orders".** Later, the Board of Education 
suggested a class for Mahars and Dheers 
(basket-makers) but nothing seems to have 
come of this, for, it was remarked upon as 
the height of the government’s “weakness 
and illiberality” that they had succumbed to 
“the social prejudices of the Hindus”.”' 
There was the assumption that the upper 
castes, particularly the Brahmins, possessed 
“superior qualifications and hereditary 
talent” and could be used to diffuse western 
knowledge.*" Thus the British aimed at 
educating an elite, from the wealthy or the 
upper castes, who they assumed would 
identify with the interests of the colonial 
power. 

Here, it may be pointed out that wealthy 
Indians while extending opportunities to the 
poor of their own castes and communities 
or to groups following similar occupations, 
did not make a deliberate effort of offering 
these facilities to the lowest castes. The 
missionaries did so and in the process made 
some converts to Christianity. 

The upper castes, the merchants and 
trading castes, and artisan castes, con.stituied 
the majority of the English-educated. 
However, they were not of the wealthy 
aristocracy but were those, who hoped to 
gain materially through better paid jobs, 
after acquiring, in some cases, a knowledge 
of the English language and. in other cases, 
completing their collegiate education or 
acquiring proficiency in a professional 
course. To some ot them, this meant occupa¬ 
tional mobility, i e, moving away from tradi¬ 
tional occupations while with others their 
parents had already made this shift. To the 
larger numbers who received elementary in¬ 
struction in the vernaculars and did not pur¬ 
sue higher studies in English, education 
must have been an asset, and to the few girl 
students, who left school at the age of 12 
or earlier, literacy was itself a step forward. 

Notes 

(The author thanks Kanaklatha Mukund for 
supplying helpful corrections on the style and 
substance of this paper. Any errors are, of 
course, her own.] 
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DISCUSSION _ 

Roots of Uneven Growth 

Pradhan H Prasad 


Cl K CHADHA’s comments (Decemliei 24-31, 
1988) on my paper (August 13, 1988) arise 
out of his lack of proper understanding of 
the theory of regional growth in India’s post¬ 
independence period. India’s development 
strategy, as we are aware, was essentially aim¬ 
ed at growth of production m a capitah.sl 
iramework where investment was to play the 
pivotal role. In such a situation the theory 
ol regional growth can be defined as 

g = bm (1) 

where 

g - growth rate of real output in a region 
b = marginal output-capital ratio, and 
m = ratio of net investment to output in 
the region. 

It should be noted that in the regional con¬ 
text (which IS the states of Indian union), the 
ratio of savings to output(s) need not always 
be equal to m. Equation 1 can be extended 


the following 

form: 
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such that m, and m, arc respectively ratios 
of net investments'in private sector and 
public sector to output in the region and 
mj,, nij,, mjj and m^,, are respective ratios 
of ‘actual plan outlay’, ‘expenditure on cen¬ 
tral and cenirally-.sponsored projects’. 


‘investment in central government hon- 
departmental undertakings and ‘other cen¬ 
tral government investments’ to output. 

Because of non-availability of estimates 
of m, and m,^, the model used for multiple 
regression analysis was as follows: 

g = b,| + bj, mji + bjj mjj 

+ b:3 ... (4) 

where all the four ratios were used in 
percentage foim. 

As 1 had explained in my paper (p 1889), 
m, IS likely to be higher in the rich .states 
than in the poor ones. Therefore, to close 
the per capita output gap between the lich 
and the poor states, m^ has not only to be 
higher in the poor states than in the rich 
ones, but its magnitude should be adequate . 
enough so as to overcome the disadvantage 
suffered by the poor states arising out of 
relatively low value of m,. Since m^, is like¬ 
ly to be small, this model providea us with 
a valid framework for analysis. The specific 
purpose of my paper was to examine the 
relation" between central transfer of resources 
and the ensuing public investments and the 
uneven regional growth in the process of 
capitalist development under state 
patronage. It is in this context that the pro¬ 
gressive nature of ratios of resource transfers 
to State Domestic Product (SDP) is relevant 
as a policy instrument. Chadha, for reasons 
unstated, suggests that a better method 
would have been “to sec each source of 
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transfer as a percentage of total plan outlay”. 
1 fail to understand as to how, for example, 
the ratio of devolution by the Finance Com¬ 
missions (almost all of which is meant to be 
a part of non-plan expenditure) to total plan 
outlay is relevant in this context. 

Our findings suggested that in spite of the 
progressive character of ratios of Finance 
Commission awards and plan assistances to 
the SDP, the ratio of plan outlay to SDP 
could not acquire a progressive structure 
because of the low level of resource mobilisa¬ 
tion for public investments by the poor 
states. The low resource mobilisation is caus¬ 
ed because of poverty and limits imposed 
by taxable capacity in the region. It is in this 
context that we maintained that the nature 
of resource transfers, although progressive, 
is not adequately so. Since, it was also found 
by the multiple regression result (Table 4) 
that other central investments (represented 
by mjj and mjj) have been wasteful m the 
context of growth, the inference was drawn 
that the entire set of policies of the centre 
(including the nature and the extent of 
resource transfers) has failed to arrest the 
process of increasing gap in per capita in¬ 
come between rich and poor slates. This is 
also evident from Table 2 of my paper. In 
this context, there was no theoretical and 
empirical basis to assume that the poor 
states are bad planners and the rich states 
are good planners and, therefore, we could 
not assign blame to state level policies for 
growing regional imbalances. 

The other objection by Chadha is about 
clubbing long series of data from 1969-70 
to 1984-85 for my analysis One could have 
used annual figures for such an analysis with 
an appropriate time lag. For example, if it 
was known that the time lag is of five yeais, 
we could have taken the growth rate of nth 
year as dependent variable and ratios of in¬ 
vestments pertaining to (n-5)th year as in¬ 
dependent variables. In case it was known 
that there was a distributed time lag of, say. 
5 years, clubbing of n years’ data (n >• 5) will 
capture the complete effect of n-4 years and 
part of the effect of the other 4 years of in¬ 
vestments. However, in. our case both, the 
time lag of investments and its distribution 
over time, were unknown, and therefore, the 
clubbing of long time scries was a reasonable 
procedure for aggregated public investments, 
like mj,, mj, and m^j. The low value of 
multiple correlation in Ikble 6 may partly 
be explained because clubbing was done over 
5 years only. I do not agree with Chadha that 
per capita plan expenditure on year to year 
basis could have been used as an explanatory 
variable in an output growth model. Had I 
attempted this, others would have called me 
a novice. I also do not think column 2 in 
Thble 3 of my paper is purr.ling. The figures 
are per capita estimates for the entire period 
1969-70 to 1984-85. If one divides the 
estimate by 16, one would get per capita per 
year estimate for the same period. 

Confusion of Chadha about constant and 
current prices is easily explained. Let us 


assume a one commodity world and one 
year time lag, then 
g - bin 

where g - .X„ - X„,)/X„, 

- - X„, Po)/X„., Po 

and m - 1„,/X„, = P„/X„, P„ = 

= „./\-i Pn-i 

such that X is output of the commodity. P 
is Its price and I is the amount of the com¬ 
modity invested. 

Therefore, while growth of output has to 
be expres.sed in terms of constant prices, the 
ratios can be expressed either in terms of 
constant or in current prices unless we have 
two price indices, one for investment goods 
and other for the SDP. Here we implicitly 
assumed the two price indices to be the same 
measured in terms of income deflator, partly 
because a separate index is not available for 
the investment goods and secondly, even it 
were available, it would possibly be fairly 
close to the general deflator, leaving the 
ratios reasonably unaffected. 

In two of the models, i e. Tables 4 and 6, 
the low and statistically insignificant value 
of multiple correlation is indicative of the 
fact that regional growth is largely depen¬ 
dent on other variables which arc not ex¬ 
plicitly used in the model, fur example 
private sector investment ratio. It is also in¬ 
dicative of the poor strategy of developmen¬ 
tal planning both at the central and state 
level. On the other hand, multiple correla 
tion of 0.80 in Thble 8 which explains 64 per 
cent variation in ‘rate of tax’ (and not 80 per 
cent as is indicated in my paper, p 1692), 
depicts robust explanatory power of the 
model. In all cases where value of multiple 
correiaiion is given, the F-value can be easi¬ 
ly calculated. In this case the F-valuc, i e. 


F,, , = 4.00, which is significant at 5 per 
cent level. 

As regards Chadha’s last observation 
about the ‘circularity’ of procedure for 
estimating the ‘normative tax rate’, I should 
note that in order to find out whether a par¬ 
ticular state was putting relatively more or 
relatively less effort toward raising resources 
through its taxes, could be judged only by 
examining its tax rate vis-a-vis its level of 
development. A normative rate of tax for 
various levels of development could be work¬ 
ed out by estimating a behaviouristic tax 
function from the data of IS states. Thus, 
Chadha has rightly understood the pro¬ 
cedure but has not been able to appreciate 
that such a method of estimating normative 
rates based on endogenous considerations 
is more meaningful than some exogenously 
prescribed norms. I fail to understand why 
the procedure based on endogenous enterion 
should be identified as circular. After all the 
estimated tax rate (which 1 have termed as 
normative) of a particular state is a func¬ 
tion of not only its own observed tax rate 
and other relevant variables but is a func¬ 
tion of all such variables of 14 other states. 

However, I am very thankful to Chadha 
that he has provided me an opportunity to 
make explicit and clarify the points which 
were prolJably only implicit in my paper. 
Lastly I want to emphasise that the basic 
point developed in my paper is that in the 
existing Indian situation, the improvement 
in planning strategy and the institutional 
rcforirHi (about which I am aware and have 
written elsewhere and have also referred to 
in this paper) will improve the growth rate 
in general but unless care is taken about the 
structure of resource transfer by the union, 
the process of uneven regional growth Can¬ 
not be mitigated. 
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VVhose leaf 
is it anyway? 



The leaf, of course, belongs to the 
trees and forests. And so was it the 
case of the tendu leaf till the 
beginiung of this century when it 
started being used for beedi making. 

It was given a price and became a 
commodity controlled by private 
contractors. 

While it provided a meagre financial 
return to tribals who had lived in 
harmony with it for centuries, the 
leaf became an instrument for their 
exploitation 


In Madhya Pradesh, the commodity 
leaf is being restored its primeval 
verdurous charm and generosity. 

The tribal is being restored his 
human status, in harmony with his 
environment. Not just a leaf gatherer 
or wage-labour. 

Naturally, a pitched battle is being 
fou^t. 

It is a battle worth watching and 
worth taking sides. Would you? 

Whose? 
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at its plant at Tarapur with the 
installed capacity of 7000 
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Creating a FammeAJKpj^^ 

The disastrous famine of 1943 in Bengal was a result of a 
combination of events, the most important of which were a 
consequence of the British colonial policy which, implemented with 
ruthless efficiency, created an artificial scarcity situation sending 
food prices soaring. A personal account detailing the famine 
and its aftermath by a civil administrator who served there 
in those years. 25S 

Floundering Regression 

The Ninth Finance Commission in its first itport employs a 
regression equation fitted to past data to generate tax potentials. 

The methodology, which has been describe as sophisticated, 

is shot through with defects and is not objective in the 

desired sense. 265 


Redefining Pl anning Inherited Shackles 

India’s performance under The IMF agreement signed by the 

planning, even when inadequate caretaker government has placed 

quantitatively has been better in the new regime in Pakistan in a 

its social and qualitative record. straitjacket. The challenge is 

The need today is not to throw to discover the eibow room in 

out planning or the planners, which to exercise the economic 

but to redraw the plans and diplomacy that will gain both 

to reconstitute the planning time and space to sustain 

function. Now is the right the democratic order. 259 

time to redefine the mechanism 
and methods for planning for 
the years ahead. 241 


Hoodlum Politics 

The institutions of bourgeois 
democracy are being drained of 
whatever little vitality they 
had by the rise of gangsterism 
in politics. 227 


Cashing on Credits 

The withdrawal of the Credit 
Authorisation Scheme, a major 
tool of credit policy by the ^serve 
Bank, has benefited the large 
borrowers who have already 
started gunning for further 
concessions. 23S 


Changing Colours 

Holi in Bihar represented very 
directly the subjugation of the 
lower caste, of lower caste women 
in particular, who used to be 
attacked with impunity by upper 
caste men. The 'untouchables’ 
were forbidden from lighting the 
holi fire. When the daiits got 
organised the first thing they 
usually did was to defy 
this ban. 231 


Debt and Debt 

There is no danger, the 
government says, of the country 
faliing into an external debt trap; 
the same government is apparently 
having sleepless nights over 
the state of its internal 
indebtedness. Why? 224 


Growing Money 

The principal factor contributing 
to the rise in money stock in 1988, 
the highest in the decade so 
far, has been governmental 
indebtedness to the banking 
system. 250 


Ecology in Courts 

There has been a steady 
development of the law of 
ecology/environment in India 
partly as a result of numerous 
judicial decisions, and partly 
because of the laws which 
have been passed in the last 
few years. 225 

After four years of acute 
suffering, the gas-affected women 
of Bhopal have taken legal 
steps to force the government 
of India to discharge a 
fundamental duty towards its 
citizens—to enable them to 
live. For, with the hope of 
compensations getting bogged 
down in the various courts 
of the'land, the hope of a 
decent life is receding rapidly, 
for them. 235 


Pune’s Past 

Few Indian cities can boast of a 
past as dramatic as that of 
Pune. Encompassing a span of 
two-and-adialf centuries, the city 
experienced its Hrst major spurt of 
growth under the Peshwas, and 
later under the British. 247 












LETTfeRS TO EDITOR 


Women and Civil, 
Services 

IT is rather difficult to gauge the central 
government’s policy regarding women and 
' the civil services. On the one hand 
Chidambaram promises laigcr recruit¬ 
ment of women in the Indiap Civil Ser¬ 
vices and on the other he turns a blind eye 
to the blatant abuse of power by an of¬ 
ficer in sexually harassing a married lady 
who happens to hold the rank of a special 
secretary to the government of Punjab. 

As is well known by now on July 18, 
1988 at a dinner party hosted by S L 
Kapur, Financial Commissioner Home, 
the director general ot police, Punjab, 
KPS Gill committed a series of serious 
misdemeanours against Rupan Deol 
Bajaj, Special Secretary, Department of 
Finance, in the full presence of all the in¬ 
vitees including five members from the 
press. Bajaj complained about this to the 
chief secretary R P Ojha who told her that 
no action could be taken in view of the. 
‘high rank’ of the officer concerned and 
also in view of the ‘Punjab .situation’. 

After waiting for ten days to obtain an 
appointment with the governor, Bajaj 
took the extreme .step of sending a top 
secret communication to the governor in 
Which she mentioned all details of the in¬ 
cident. She also said that she had reliable 
information which she was willing to 
place before the governor regarding earlier 
episodes of sexual harassment involving 
Gill. She also brought to the notice of the 
governor, that for having misbehaved with 
the wife of an IAS piobationer, I C Puri 
(erstwhile chief secretary of Punjab) the 
then director of the National Academy of 
Administration, Mussouric had to submit 
to an enquiry and prematurely retired 
from the service. More recently, a deputy 
inspector general of police, Punjab, Power 
was facing a departmental enquiry for 
having misbehaved with a woman jour¬ 
nalist and was placed under suspension. 
In other words the precedent for punish¬ 
ment was already there. 

A few hours after this top secret com¬ 
munication was despatched, Bajaj was 
granted an appointment with Governor, 

S S Ray who proposed the following ac¬ 
tion on the advice of J F Ribciro, (a) 
debarring Gill from attending any dinner 
parties in the evenings; (b) an uncondi¬ 
tional apology in private with two offi¬ 
cers as witnesses. Not satisfied with this, 
Bajaj in a communication to Ribeiro men¬ 
tion^ her reservations about these soft 
actions. 

Action: (a) which is a 'dusk to dawn ' 
curfew* is not prescribed as a punishment 



in the Punishment and Appeal Rules, nor 
in the Indian Penal Co^. Moreover it 
presupposes that the libidinous, carnal 
desires of the human male are only arous¬ 
ed in the evenings, something totally 
against available medical evidence. 
Women thus are not safe from Mr Gill in 
the mornings. 

Action: (b) which is an unconditional 
apology in private totally trivialises the 
sordid incident. If he had the nerve to sex¬ 
ually harass a lady in public, he should 
have the grace to apologise too in public. 
Moreover a private apology would give the 
impression to all the persons present at the 
dinner and to all who have heard or read 
about the incident that she had aquiesc- 
ed to it. 

Six Months have passed since that 
traumatic evening. No concrete action has 
been taken and Gill is still going strong. 
Calcutta Ahmed Abbas Maswood 

Obstructing Justice 

WE solicit your immediate attention and 
concrete action against the high¬ 
handedness of Assam Rifles in the state 
of Manipur. The Assam Rifles have been 
engaged in ruthless manoeuvres to in¬ 
timidate, harass and annihilate ordinary 
people in Manipur in the name of 
countering insurgency. Of late, the we'l 
known democratic rights activist and 
lawyer, Nandita Haksar, had to face the 
bared fangs of Assam Rifles. 

On Tuesday, January 24, at 8.30 p m, 
Assam Rifles personnel entered the Work¬ 
ing Women’s Hostel situated in the com¬ 
pound of Manipur Baptist Centre 
Church, Imphal. Nandita Haksar is stay¬ 
ing in the said Working Women’s Hostel 
and using her room as hei chamber. They 
searched her chamber for about two hours 
and took, away a few documents concer¬ 
ning Naga Peoples’ Movement of Human 
Rights (NPMHR). Assam Rifles did not 
inform the local police about this raid 
which they are required to do under law. 

Nandita Haksar is the advocate for 
NPMHR in the court case against the 
atrocities committed by Assam Rifles in 
Oinam village of Manipur during ‘Opera¬ 
tion Bluebird’ in July-August 1987. The 
Guahati High Court, where the writ peti¬ 
tion had been filed, had directed the Ses¬ 
sions Court in Imphal to record the 
evidences. In Imphal Nandita Haksar is 
discharging her duty as a lawyer 
facilitating the recording of evidence. 

It is this fundamental right, the right 
to discharge one’s official duty as a lawyer 
that the Assam Rifles have deliberately 
obstructed, by barging into Nandita 


Haksar’s residence-cum-chamber and 
removing records relating to her client. 
The Assam Rifles have thus made a 
mockery of the Indian judicial system and 
have created a situation where lawyers 
cannot seek justice for the victim freely 
' and fearlessly. The Assam Rifles, through 
their ever increasing interference, have 
brought the state’s civil administration to 
naught and now are taking deliberate steps 
to make our judicial system subservient 
to the armed might of the military. If 
allowed unchallenged, the whole edifice 
of our democratic system will be in peril. 

The immediate situation calls forth ac¬ 
tion demanding the safety of Nandita 
Haksar in Imphal. It should be recalled 
that earlier, in December 1988, the Assam 
Rifles Lawyer threatened Nandita Haksar 
in court saying that he would ‘silence’ her 
by ‘use of force’. The Imphal Sessions 
Court passed severe strictures against the 
Lawyer of Assam Rifles. The witnesses of 
NPMHR have also been intimidated, ar¬ 
rested and harassed by the men of Assam 
Rifles. We are apprehensive that the 
Assam Rifles may go to the extent of caus¬ 
ing physical harm to the person of 
Nandita Haksar. Tapan Bose 

Solidarity Group in Support 
of the Restoration of Civil 
and Democratic Rights in the 
North-East, New Delhi. 
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CSO’s Surprise 


T he CSO's ‘quick estimates’ of national income and other 
related aggregates for 1987-88 should cause some rais¬ 
ing of eyebrows. Just a few months back every effort was 
being made by the government to project the theme that the 
country was facing one of the worst droughts on record. A 
7 to 10 per cent fall in food production from 144 million 
tonnes to 130-134 million tonnes was deemed a foregone 
conclusion. The drought was also expected to take a heavy 
loll of production of oilseeds and sugarcane. Instead, the 
CSO has now reported only a 3.5 per cent fall in foodgrains 
production from 143.4 million tonnes in 1986-87 to 138.4 
million tonnes. Amongst other crops, there was actually an 
increase in the production of oilseeds (9.8 per cent), 
sugarcane (5.7 per cent) and potato (11 per cent). As a result, 
GDP (or NDP) generated in agriculture is now seen to have 
fallen by only 1 per cent in 1987-88 (which was lower than 
the fall of 2 per cent in 1986-87) in contrast to the anticipated 
decline of 7 to 10 per cent. While this may not be ground 
enough to jump to the conclusion of statistical manipulation 
by the authorities, it cannot be denied that there have been 
instances in recent years of the department of agriculture 
tinkering with the timing of release of agricultural output 
, figures to suit the ruling party’s convenience and even 
‘tampering with production statistics. What can be said is that 
there is considerable circumstantial evidence to suggest that 
the output figures for 1987-88 are not above suspicion and 
that the overall GDP growth of.3.6 per cent (as against 1 
to 2 per cent expected in the Economic Survey) may be an 
overestimate. 

But the suspicion of overcstimation need not be laboured 
loo much, for the unexpectedly large GDP gro>\th, it turns 
out, is the result of notable increases in value added in 
different sectors of the economy which raise some questions 
of their own. How are these substantial output increases to 
be explained despite the almost continuous slow-down in 
domestic saving and capital formation rates since the 
beginning of the 1980s? Conventional wisdom would suggest 
that there has taken place an improvement in the incremental 
capital-output ratio (ICOR) in the economy. But behind this 
improvement is a marked shift in output growth in favour 
of certain service sectors. Amongst the major sectors of 
economic activity, it is ‘public administration and defence* 
that registered the highest growth rate of 9.1 per cent in 
1987-88 (11 per cent in 1986-87). Among the other sectors 
to show above average growth rates in 1987-88 were ‘banking 
and insurance’ (6.2 per cent) and ‘hotels and restaurants’ (4.1 
per cent). 
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Of course, the higher than expected GDP growth in 
1987-88 cannot be attributed entirely to the high growth of 
the services sector. No less impressive has been the growth 
of ‘registered manufacturing’ at 8.3 per cent in 1987-88 
against 9.4 per cent in 1986-87, though it is very likely that 
this too could be somewhat statistical in character. Estimates 
of value added in registered manufacturing are based on data 
generated by the Annual Survey of Industries (ASI) which 
arc in turn deflated by the relevant wholesale price indices 
at two*digit level of industrial classification. ASI date are 
now aii'ailable up to 1984-?5. Estimates for the subsequent 
years, including the ‘quick estimates’ for 1987-88, have been 
made by bringing forward the ASI data with the help of the 
index of industrial production with the base 1980-81 = 100. 
Now, serious questions have been raised about the represen¬ 
tativeness of this revised index series. More important, growth 
of production can be quite different from growth of value 
added. This is particularly important in the context of the 
higher import content in output in the industrial sector as 
a whole. No doubt the ASI data for the early 1980s suggest 
a mixed picture, with output growth being much higher than 
growth in value added in four out of the six years between 
1979-80 and 1984-85. In 1984-85, for instance, output growth 
was 12.9 per cent, while growth in value added was 6 per 
cent. These are at current prices, but the index of industrial 
production with the new base 1980-81 - 100 showed a rise 
of 8.6 per cent in 1984-85. 

On saving and investment in the economy, what is con¬ 
ventionally highlighted is the rising negative savings of the 
public sector, in net terms from -Rs 241 crore in 1980-81 
to -Rs 5,085 crore in 1986-87 and further to - Rs 8,714 crore 
in 1987-88. Saving in the private corporate sector has 
stagnated at its puny level—Rs 584 crore, Rs 486 crore and 
Rs 783 crore, respectively, in the above three years. On the 
other hand, the household sector is held up as an example 
of frugality and as being responsible for the relatively large 
saving in the economy. From this it is but a short step for 
conventional wisdom to argue for privatisation of public 
sector units and for further tax concessions to the private 
corporate sector. What is not realised is that a large part of 
private sector financial saving (and even physical saving in 
house construction) is facilitated by subsidies and tax con¬ 
cessions provided by the government and is thus at the 
expense of public sector saving. Similarlv, the financing of 
household expenditure by the corporate sector makes no 
mean contribution to making possible large savings from 
normal salary incomes. 
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Nevertheless, it is worth emphasising 
that domestic, saving and capital 
formation rates have consistently declined 
during the 1980s and have now reached 
levels which cannot but cause alarm. 
Gross saving as percentage of GDP at 
current market prices has fallen from 
21.2 per cent in 1980-81 to 20.2 per cent 
in 1987-88. More significantly, the net 
saving rate has come down from 13.5 per 
cent to 11.1 per cent. Gross and net capital 
formation rates in real terms have shrunk 
more steeply; from 22.7 per cent to 20.4. 
per cent and from 15.2 per cent to 12.2 
per cent, respectively. It is also significant 
that in real terms (at 1980-81 prices) the 
absolute level of gross capital formation 
in agriculture in 1987-88 at Rs 4,195 crore 
was lower by no less than 10 per cent 
than the level of Rs 4,670 crore eight 
years earlier in 1980-81. Do we have 
here a macro level hint of the causes 
of the restiveness among the farming 
community? 

TRIBAL POLITICS 

Militant Turn 

TRIBAL politics in eastern India is tak¬ 
ing a militant turn. In Assam, the All 
Bodo Students Union (ABSU) and the 
United Tribal Nationalist Liberation Front 
(UTNLF) have announced a five-day 
‘bandh’ from February 16 demanding a 
separate state for the plains tribals of 
Assam. The Jharkhand Co-ordination 
Committee (JCC) has given a call for 
economic blockade (loni February 9 in pur¬ 
suit of its demand for a separate state of 
Jharkhand not only for the Santhals and 
other tribals, but all the people who had 
been residing in the 21 contiguous districts 
spread out in Bihar, Orissa. West Bengal 
and Madhya Pradesh. 

Both the demands for ‘Bodoland’ in 
Assam and 'Jharkhand' further south, 
stem from years of neglect suffered by the 
tribal population of these areas under a 
succession of different ruling parties in 
post-independence India. The coming to 
power of non-Congress governments had 
made little difference to their plight as evi¬ 
dent from the UTNLF complaint mat the 
AGP government had not only cut down 
welfare measures in the tribal areas, but 
was trying to settle non-tribal people in 
the tribal belts. Although in West Bengal, 
the Left Front government has recognised 
the OI Chicki script and printed books in 
it so that Santhal students could be taught 
through their mother tongue, the general 
lot of the tribal people remains much the 
.same as in the tribal areas of the other 
three states. While the tribal-inhabited 
zone of the proposed ‘Jharkhand’ with its 
mineral resources is the industrial 


backbone of India, the local people had 
been denied the fruits of the industrial 
development. Since the early 1950s when 
Jaipal Singh raised the demand for 
Jharkhand, the situation has further 
deteriorated with large-scale environmen¬ 
tal destruction (kilUng the forest resources 
on which the tribal people depend) and 
the incursion of unscrupulous commer¬ 
cial and bureaucratic interest—contractors 
and forest officials, mafia gangs and 
government touts (which threaten the 
tribal socio-cultural life). In Assam again, 
there has been a gradual alienation of land 
once owned by plains tribals, much of it 
gobbled up by immigrants—Bengalis, 
Nepalis as well as Assamese plains people 
Thanks to a corrupt revenue machinery, 
the Assam I-and R^enue Manual of 1886 
(enacted during British colonial rule) 
which to some extent was expected to pro¬ 
tect the plains tribals had been “respected 
more in violation than in proper applica¬ 
tion”, to quote a latter-day Assam govern¬ 
ment .sopkesman. 

The economic grievances of the tribal 
population (which find echoes in the non- 
tribal rural poor all over India) are com¬ 
pounded by their complaints about the 
onslaught on their socio-cultural values 
(which are peculiar to their life-style, and 
may not be shared by the other segments 
of the non-tribal rural poor in India). It 
is the latter—the socio-cultural percep¬ 
tions of their separate identity—that 
becomes at times more decisive than thj 
economic factors in bringing together the 
plains tribals of Assam around the 
demand for 'Bodoland', or the tribals of 
eastern India behind the dream of a 
‘Jharkhand’. The Hindu heartland's 
overlordship upon the tribal minorities 
has turned into an alien cultural 
dominance against which the latter react 
with an ever deeper and more popular 
identification with their old faiths. 

But while the formation of a 'Bodoland' 
or a ‘Jharkhand’ might meet the im¬ 
mediate cultural aspirations of the tribal 
people inhabiting those areas, in the 
absence of a long-term, comprehensive 
programme of political and socio¬ 
economic transformation, statehood 
alone can never solve the problem of 
backwardness. Ethnic or linguistic affinity 
cannot remain for long an ideological 
bond. Once the objective of a linguistic 
or a tribal state is gained, the other dif¬ 
ferences within the community—namely 
class differences between the new political 
elite leadership and the masses of the 
poor—will surface and lead to a renewal 
of conflicts on a different plane. The 
* absence of a firm political ideology has 
also made such movements extremely 
fragile lending themselves to manipula¬ 


tions bF the ruling powm, as evident from 
the repeated co-option of the Jharkhand 
leaders (starting from Jaipal Singh to Sibu 
Soren) by the Congress, as well as from 
the long history of vacillations by the 
Bodo leadership of the Plains Tlibal 
Council of Assam. 

EXTERNAL DEBT 

Growing Reliance,on 
Commercial Borrowing 

WHILE official spokesmen are constantly 
reassuring us that they are exercising the 
utmost prudence in the management of 
the country’s external debt, it is a well 
known fact that the government is ex¬ 
traordinarily cagey* about disclosing 
precise information about the actual size 
of the country’s external debt and related 
matters. The government certainly cannot | 
claim that the relevant information is not 
available with it; given the all-embracing 
exchange controls in force, the ministry of 
finance and the Reserve Bank of India 
should have detailed and up to date in¬ 
formation on the amounts and terms of 
all external debts contracted by both 
government and non-government 
agencies. 

In reply to a question in parliament in 
August last year the government had plac¬ 
ed the size of the country’s external in¬ 
debtedness at Rs 54,817 crore or the 
equivalent of about $ 41 billion. However, 
according to the OECD’s annual review 
of the external debt of developing coun¬ 
tries, the CMEA countries and other non- 
OECD countries, titled External Debt 
Statistics, India’s external debt outstan- i 
ding at, the end of December 1987 wm as " 
much as % 50.4 billion. The data contain¬ 
ed in the publication, it is stated, are based 
on information received by the OECD 
Secretariat up to November 25,1988. India 
had at the end of 1987 the fifth largest ex¬ 
ternal debt among the developing coun¬ 
tries. A year earlier it had ranked sixth in 
the LDCs’ indebtedness league, but in 
1987 South Korea made large advance re¬ 
payments of its commercial bank and ex¬ 
port cre4it debt and by the end of the year 
it had reduced its outstanding external 
debt to $ 48.8 billion, lower than India’s. 
Brazil (S 123.5 billion) and Mexico 
(S 120.7 billion) are, of course, way ahead 
of the rest; the other two countries with 
debts larger than India’s at the end of 1987 
were Argentina (S 58.2 billion) and 
Indonesia ($ 53 billion). 

India’s outstanding external debt grew 
by $ 7 billion or 16 per cent between « 
end-1986 and end-1987. What is also 
significant is the evidence of the chang- 
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ing composition of the debt (sec table). 

Thus outstanding borrowings in the inicr- 
nationai financial markets rose almost 
twice as fast as total debt in 1987—by 
$ 2.6 billion or 31 per cent. The share of 
financial market borrowings in total debt 
outstanding rose from 19.6 per cent at the 
end of 1986 to 22.1 per cent at the end of 
1987. India’^ performance in this regard 
in 1987 does stand out, since the out¬ 
standing financial market borrowings of 
all developing countries went up by only 
11.1 per cent and that of the Asian 
developing countries by even less at 4.4 per 
cent. 


TABI.E: India’s Outsiandinc, 
ExrERNAi Debt 


Outstanding 
at the End of 

1987 1986 

Aid 



Bilateral 

11,861 

9,808 

.Multilateral 

16,975 

14,768 

Total 

28,836 

24,576 

Export'eredits 

3,518 

3,592 

Financial markets 

11,150 

8,514 

Use of IMF credits 

4,052 

4,274 

Other debt 

2,820 

2,449 

Total debt 

50,375 

43,405 


Source: OECD, External Debt Statistics, 
Pari.s, 1988. 


Statistics on India’s financial market 
borrowings up to the end of June 1988 
have just become available in the semi¬ 
annual report Statistics on External 
Indebtedness issued jointly by the OECD 
and the Bank of international Settle¬ 
ments, Basle. The statistics presented in 
this report, which deals only with bank 
and trade-related non-bank external 
claims, are not quite comparable with 
those contained in the External Debt 
Smrtsrics publication referred to above. So 
without juxtaposing figures from the two 
publications and taking the information 
contained in'the joint OECD-BIS report, 
outstanding external bank claims on India 
(excluding export credits) are seen to have 
risen by 2.6 billion or 33.7 per cent bet¬ 
ween end-June 1987 and end-June 1988. 
This came on top of a rise of $ 1.6 billion 
or 26.9 per cent between June 1986 and 
June 1987. 

It is thus clear that the import intensity 
of domestic production iijduced by the in¬ 
dustrial and import liberalisations is for- 
f dng the country, despite the government’s 
declared intentions to the contrary, to rely 
increasingly heavily on international 
commercial borrowings, with obvious 
debt servicing implications. 


MEDICAL COUNCIL ACT 

Case for More Teeth 

IT is not at all surprising that legislative 
attempts to tighten the Medical Council 
Act and, give it more teeth are being 
resisted not only by several state govern¬ 
ments but by a dominant section of the 
community of doctors. For on the one 
hand, it would render ineffective a 
political lever which governments and 
political parties can use to mobilise pro¬ 
fessionals, and on the other it would 
jeopardise the entire network through 
which vested interests in the health field 
have established their complete control to 
the detriment of the interests of people. 

The proposed amendment would make 
the MCI the sole and final authority <for 
licensing medical colleges and approving 
the degrees obtained. Even now of course 
the MCI has to accord recognition to 
medical colleges if its graduates arc to 
practise anywhere in the country. But this 
authority of the council has been almost 
completely eroded for various reasons. 
For instance, the Karnataka government 
when faced with the council’s refusal to 
recognise several private capitation fee 
medical colleges in the state, assured the 
students that they would be allowed to 
practise within the state, including in the 
state-run services. Through various ways 
political pressure has compelled the state 
councils to turn a blind eye to the contra¬ 
vention of statutory requirements. For 
example, requirement that every medical 
college should have access to hospital 
facilities is being contravened by allowing 
private medical colleges to have access to 
government-run hospitals. The result has 
been a different kind of overcrowding in 
addition to the usual sort—of intrepid 
students using patients as training 
material. 

In most states new medical colleges 
have been almost all in the private sector 
charging capitation fees. These are usually 
put up by influential groups which— 
whether they are regional or caste groups 
or co-operative and. business groups— 
wield considerable political clout. These 
medical colleges are not only money¬ 
spinning business ventures, but also offer 
the promoters with an opportunity for 
bestowing or withholding favours in 
advancing class interests which in turn is 
used to advantage by the political leader¬ 
ship. With the proposed amendments the 
state authority would lose control over the 
issue of medical colleges. 

The Maharashtra government has last 
week announced the setting up of five new 
medical colleges, three of which are to be 
in Bombay. Such an announcement could 
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hardly have been forthcoming without a 
fair idea that the amendment which would 
put such decisions beyond the jurisdiction 
of the state government will be shelved 
indefinitely. Leave alone the issue of 
adequate infrastructure, equipment, bed; 
student ratios, etc, there is the question 
of the impact of a proliferation of the 
private sector in health and medical 
education on the already inefficient 
government institutions. Just to give one 
example, there has been a drain of 
teaching personnel, which is already so 
scanty, from the state-run to private, better 
paying colleges. 

A section of the medical community, 
a dominant and influential group, has 
argued against the strengthening of the 
MCi, pointing to ihe inefficiency and the 
corruption in the council even now. The 
corruption charge is to a large extent true. 
The council, ever since it was set up as an 
independent body of the British Medical 
Council, has never asserted its profes¬ 
sional authority. Unlike in other countries 
where professional bodies have played a 
significant role in monitoring the profes¬ 
sion and ensuring ethical standards, this 
has not been the case in India. The council 
and its state bodies have become feudal 
estates of sorts where once a doctor 
captures the presidentship collects a 
coterie of his fellows who exploit their 
offices to their personal advantage. As a 
consequence the council has rarely taken 
a stand against unethical practices even 
when complaints have been made. A good 
example is the council’s total silence on 
the issue of doctors offering amnio¬ 
centesis with abortion of female foetuses. 
Or for that matter on the unethical prac¬ 
tices employed by doctors in promoting 
pharmaceutical products. On the other 
hand it has been very prompt in protec¬ 
ting the interests of its office-holders even 
when they have nothing to do with the 
activities of the council. Recently it has 
Issued a ‘threat’ to doctors who have been 
actively involved in a campaign to high¬ 
light the case of a surgeon who has been 
unjustly dismissed from a private hospital. 
It is because the council’s activities have 
become so questionable and degenerate 
that there is need for wide ranging reform 
of its structure and a revitalising of its 
functions. This can only begin with the 
strengthening of the Medical Council Act. 

PAKISTAN 

By-Election Portents 

IF there is a larger significance attached 
to the outcome of the by-elections in 
Pakistan it is that the newly-revivbd 
democracy is alive and well. Benazir rode 
to power on the crut of an anti-Zia wave 




prepdJ^ by people’s realisation* slow in 
crystalUtint, that she probably represented 
the last hope of putting an end to long 
years of military rule But having achieved 
that objective, the electorate appears to 
have allowed other forces to hold sway. 

It is not therefore surprising that the 
Pakistan fVople’s Party could not con¬ 
solidate the overall gains of No/ember 16 
in Punjab in the by-elections. The PPP 
has hardly had the opportunity to use the 
short time it has been in power to expand 
its support base in Punjab. The consti¬ 
tuents of the Islamic Democratic Alliance 
under the Punjab prime minister, Nawaz 
Sharif, on the other hand, have all b^n 
dominant in Punjab traditionally. For 
the IDA to repeat its performance of 
■ November was no major feat. 

The by-elections were held for 13 
national as.sembly and seven provincial 
council seats which had been vacated by 
candidates who had won from more than 
one constituency in the November elec¬ 
tions. Of these the PPP won four national 
assembly and three provincial assembly 
seats and the IDA seven and three respec¬ 
tively. While all the IDA’s seats are in 
Punjab, the PPP has only three there. TVvo 
constituencies were considered parti- 

BUSINESS 

STOCK MARKET 

Bull Phase Resumed 

ALL those who thought that the defeat 
of the Congressfl) in Ihmil Nadu elections 
would send a tremor through the stock 
market and touch off an avalanche of sell¬ 
ing have proved utterly wrong. The Con- 
gress(!) was completely routed but the 
market did not beat any fresh retreat. Not 
only that. It staged an impressive recovery 
instead. Within four trading sessions— 
January 25 to 31—the BSE sensitive equi¬ 
ty price index rose by 8.5 per cent and the 
BSE national index by 7.6 per cent. 
During the same period the Financial 
Express index for Bombay registered an 
increase of 10.3 per cent and the all-India 
index rose by 8.9 per cent. By the end of 
the month, the Financial Express index 
for Bombay had retraced 92.7 per cent of 
the decline from its mid-November all- 
time high to the subsequent low recorded 
on January 6. The extent of retracing by 
the all-India indix was 79.7 per crat. 

But the stock market’s performance is 
not all that intriguing as it might appear. 
It is not that the market has not fully 
grasped the implications of the 
humiliating defeat suffered by the Con- 
gress(i). The stock exchange fnitemity had 
not had any illusions about the outcome 


cularly significant, the Lahore seat 
vacated by Benazir and the Kot Addu seat 
from where Ghulam Mustafa Jatoi was 
contesting. The PPP lost the Lahore seat 
and Jatoi who had earlier lost in his native 
Sind won the Punjab seat. Jatoi’s victory 
is a clear indication of the lOA's domi¬ 
nance in Punjab. 

Benazir has already had to face several 
problems. While she may have dealt with 
the immediate situation in Baluchistan 
quite competently, the crisis is far from 
being resolved. Another major battle 
being fought by the PPP is on the issue 
of the constitutional amendment to undo 
Zia's 1985 amendments which is being 
opposed by the IDA. A third is the un¬ 
certain relationship of the army with 
the ruling party and related to this is 
Pakistan’s attitude to India. All these 
issues were vocalised in the by-election 
campaign. With the IDA accusing PPP of 
taking a soft attitude to India, Benazir 
went out of her way to stress her resolve 
to hold talks with India only on an equal 
footing. Clearly both in the national 
context and internationally, Benazir 
cannot afford to discard the India card. 
And this will no doubt set the tone for the 
‘new’ Indo-Pak relationship whatever may 
have been the PPP’s original intentions. 


of the state elections. The success of DMK 
had been taken for granted. There was 
therefore no question of the market reac¬ 
ting to the defeat of the Congress(I). 

The point has been made that the 
market would not have performed the way 
it did if the financial institutions, especial¬ 
ly the UTl, had not intervened to lend the 
kind of support they did. But this only 
betrays lack of proper understanding of 
the role (hat financial institutions have 
been_playing of late, institutional invest¬ 
ment has emerged as a major factor to 
reckon with in any meaningful assessment 
cf the behaviour of equity prices. Flush 
with funds, institutions—UTl, LIC, GIC 
and mutual funds—have been effecting 
purchases on a massive scale and their 
operations now constitute a significant 
element in the aggr^ate investment activi¬ 
ty in ’specifled’ as well as cash scrips. Pur¬ 
chases by financial institutions ne^ to be 
clearly distinguished from purchases 
effected by speculators as the latter have 
got to be squared up one day. or the other. 

The overall behaviour of the market 
suggests that after completing the process 
of technical adjustment, spread over some 
s^en weeks, reflected in the decline from 
mid-November high to January 6 low, the 
market has resumed its major bull phase 
The marked decline in turnover at lower 


levels and the subsequent pick-up in ac¬ 
tivity as the market started edging, its way ^ 
up has imporunt trend implications. The 
recovery from January low which could 
well be reckoned as an intermediate bot¬ 
tom appears all the more significant wiren 
seen in the context of growing dissidence 
in the Congressfl), particularly in Bihar 
and Gujarat. 

The stock market can scarcely be accus¬ 
ed of turning a blind eye to happenings 
on the political front. The political fac¬ 
tor has got relegated to the background 
because of several favourable market- 
related developments. The relatively low 
carryforward charges during the past two 
settlements pointed to a-marked improve¬ 
ment in the market’s technical position 
which has an important bearing on short¬ 
term price fluctuations. The other factor 
which aided trading sentiment included, 
highly encouraging corporate news by way 
of higher turnover and profits, enhanced 
dividends, bonus issue announcements 
and massive - expansion/diversification 
plans by companies—Century Textiles, 
Century Enka, Reliance Industries to 
name a few—which are reckoned as 
market leaders, the hike in DMT and PTA 
prices by Bombay Dyeing and Reliance 
which are among the speculators’ 
favourites, the decision of the Ikta Steel 
management to sub-divide its Rs 100 paid- 
up share into Rs 10 paid-up shares and the 
raising of the overall carryforward limit 
from one settlement to another by the 
Bombay stock exchange authorities. 

The general news background also con¬ 
tained enough to cheer the market. 
Reports from New Delhi hinted at an early 
decontrol of cement and aluminium 
prices. The latest RBI report on currency * 
and finance has painted a bright overall 
picture of the economy, envisaging an 
increase of 9 per cent in GNP during the 
current fiscal year on top of a 3 per cent 
increase in the previous drought-hit year. 
The industrial sector is said to have 
acquitted itself well and this concerns the 
stock market the most. The market is not 
much bothered by the inflationary 
pressures in the economy as these general¬ 
ly tend to enhance the lure for equities as 
a reasonably good hedge. 

llading sentiment would seem to have 
been aided in no small measure by some 
of the reassuring observations made by 
union finance minister S B Chavan 
relating to the important role of the stock 
exchanges and the need to streamline and 
streiigthen their organisational frairtework 
to enable them to function merre efficient¬ 
ly to serve the growing number of small ^ 
investore. He pointed out the other day 
that the capital nwlBet is no more 
peripheral to the economic system but is 
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becoming one of the most important 
avenues of mobilisation of resources for 
the corporate sector and that it is now an 
attractive option of investment for the' 
common man. He said that he was look¬ 
ing forward to the future trend of the 
market with confidence. The govern¬ 
ment's pragmatic and liberal economic 
policies and development strategy were 
already showing “excellent results” and 
this would be continued. He also em¬ 
phasised the need for motivating the saver 
to become an investor. 

The stock exchanges and various 
business organisations have submitted 
their usual pre-budget memorandums to 
the finance minister pleading for all kinds 
of tax concessioits and fiscal incentives to 
promote savings and investment and 
strengthen the cult of equity. How the 
finance minister will respond to sugges¬ 
tions for tax relief and what kind of Hscal 
strategy he adopts for resource mobilisa¬ 
tion is anybody’s guess. Howevcr.cbnsider- 
ing the government’s increasing concern 
about sustaining buoyancy in the secon¬ 
dary as well as primary market to enable 
the corporate sector to raise adequate 
resources for their growth, it would be 
reasonable to presume that he is unlikely 
to take any measure which is likely to have 
the effect of hurting the interests of in¬ 
vestors. But nothing can be taken for 
granted. Uncertainties abound. While the 
market has set its sight high, moving into 
new high ground may not be easy going. 

CEMENT IKDUSTRY 

Developing Exports 

IN view of the emerging surplus, cement 
manufacturers have been exploring the 
possibility of exporting cement for the 
past one year and it seems their plans are 
uking a concrete shape now. Recently 
leaders of the industry have taken a deci¬ 
sion to set up a cement export corpora¬ 
tion with a paid-up capital of Rs 1 crore 
to handle cement exports. They have also 
agreed in principle to create a corpus of 
around Rs 110 crore to subsidise exports. 

During 1987-88, the industry could pro¬ 
duce only 39.5 million tonnes of cement 
against a target of 42.S million tonnes, 
thanks to severe power cuts in many pro¬ 
duction centres. Even so, the industry had 
to carry a surplus of about 2 million 
tonnes. This year (1988-89) with the im¬ 
provement in the power supply situation, 
the production target of 43.5 million 
tonnes appears well within reach. Con¬ 
sequently. the surplus may be bigger. 

With supplies exceeding domestic 
demand, prices of non-levy cement have 
dipped, affecting the prontability of the 
industry. Industry sources claim that non¬ 


levy cement now sells in the range of 
Rs 57 to Rs 66 per bag against Rs 70 in 
1983 even though the cost of production 
has gone up by Rs 20 per tonne over this 
period." • 

Sometime back, the industry considered 
the possibility of a voluntary production 
cut of 10 per cent to liquidate surplus 
stocks. However, this proposal did not 
find favour with some units, particularly 
in the south. Hence the industry seriously 
started examining the export option. At 
the instance of the industry’s request, the 
government decanaiised export of cement 
on December 7, 1988, and put it under the 
open general licence (OGL). The gpvern- 
ment also cleared export of 40,000 tonnes 
of cement on an experimental basis. 

The cement industry has now chalked 
out an ambitious plan to export about 
4 million tonnes of cement and earn 
foreign exchange wor\h Rs 300 crore. To 
begin with, it wants to export to SA.ARC 
countries such as Pakistan, Bangladesh, 
Nepal and Sri Lanka. However, it is felt 
that at the prevailing international prices, 
cement export will be a losing proposition 
to the extent of Rs 200 to Rs 300 per 
tonne Even the shore-based cement unit.s, 
the industry claims, will have to sell below 
their variable cost in the export market. 

The industry has, therefore, sought to 
make out a case for export incentives from 
the government in the form of liberal cash 
compensatory support (CCS), customs 
duty exemption on fuel and craft paper 
for packing and other imported inputs. It 
has even suggested a cess on domestic pro¬ 
duction to generate funds to subsidise 
exports. According to reports, the centre 
has rejected the proposal to levy a cess on 
cement units to subsidise exports. The 
industry is not confident of its ability to_ 
implement this proposal on its own since 
the contribution to the proposed fund is 
not mandatory. 

While it may not be possible for the 
government to concede all the suggestions 
of the industry, it has indicated its willing¬ 
ness to adjust the quantities of cement 
exported by the producers against their 
levy obligation. A proposal for total 
decontrol of cement is also under the 
active consideration of the government. 

Evidently, it would be in the interest of 
the industry to seize the opportunity to 
sell abroad with a view to developing a 
regular export markef rather than merely 
as a means of liquidating periodic surplus 
.stocks. If the industry is able to do this 
it will reap several benefits in the long run. 
For instance, it will be able to improve its 
capacity utilisation and bring down the 
cost of production. The domestic prices 
will firm up once the surplus is exported. 
It will also provide incentives for modern¬ 
isation and capacity expansion. 


TWENTY YEARS AGO 3 

EPB’i.Fcbruary 1, 1969 

It IS a fact that America’s principal ^ 
foreign involvement—that in Vietnam— ' 
passed its decisive point a ban few 
months before Nixon’s entry into office, 
in west Asia the American position, 
though very much pro-Israel, is still 
relatively bipartisan and Piesident 
Nixon’s objective would be to make it 
more and more so. 

Interestingly enough. Soviet external 
policies also seems poised for a reorien¬ 
tation, though no new set of leaders have 
taken over there. The Russian may have 
got things reasonably under control in 
Czechoslovakia, but the implications of 
the fact that they were forced to take the 
extreme step of invading a 'fraternal 
socialist’ country caiuiot have been com¬ 
pletely lost on policy-planners in 
Kremlin. One lesson that seems to have 
been drawn is that the ropes that tie 
together members of the Council for 
Mutual Assistance (Coroecon) need to be 
pulled much tighter... Soviet policy 
towards west Europe is similarly turning 
the full circle... The Russians also have 
to reconsider the dqiee of their involve¬ 
ment in west Asia... The emerging 
changes in the US and Soviet approach 
to world problems are to an extent con¬ 
gruent. There is to be a drawing in of 
claws, a desire to avoid far-flung military 
involvements and the kind of stalemate 
(as in Vietnam and west Asia) which is 
disastrous for their superpower image. 

★ W ★ 

Why has demand for bank credit re¬ 
mained slack during the current busy 
season?... In general, it appears that in¬ 
ventories with manufacturers and traders 
are down, though by how much, in rela¬ 
tion to turnover or materials consump¬ 
tion, is not known... Fresh investment 
in 1968, far from picking up, appears to 
have declined appreciably, mayte even at 
current prices... Where does all this 
leave the economy, never mind the impact 
on bank profits? Clearly the official ploy 
of keeping down investment (and there¬ 
fore income generation) and seeking to 
‘make-up’ for it by easing credit to the 
private sector has failed. 

★ ★ ★ 

Even by the standards of other Indian 
political parties, DMK is a remarkably 
unbureaucratised and highly personalised 
party. Inevitably, it abounds in factions < 
and personal rivalries which have been 
contained only the charismatic leader-,. j 
ship of Annadurai. This leadership the : 'J 
party now stands in danger of losing at « 
a particularly difficult time . * 
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STATISTICS 






Variation (per cent) 



Index Numbers of Wholrsaie Prices 


Latest 

Over 

Over 

Over 





(1970-71 = 100) 

W'eight 

Week 

Last 

La.sl 

March 

In 

in 

in 

In 



(2I-I-89) 

Month 

Year 

26, 1988 87-88** 

86-87 

85-86 

84-85 

All CommoditiM 

lOOO 

439.5 

1.5 

5.4 

4.9 

10.6 

5.3 

5.7 

7.1 

Primary Articles 

417 

419.6 

0.7 

7.0 

68 

13.2 

5.2’ 

2.0 

4.8 

[^)od Articles 

298 

423.7 

1.5 

13.3 

11.9 

n.o 

6.6 

.6.8 

6.4 

Non-food Articles 

106 

368.1 

-1,7 

- 9.2 

- 6.4 

22.9 

6.4 

- 10.2 

-2.3 

Fuel, Power, Light and Lubricants 

85 

690.2 

1.6 

3.8 

3.6 

6.4 

6.8 

11.9 

2.6 

Manufactured Products 

499 

413.2 

1.9 

4.6 

3.9 

9.8 

4.9 

72 

6.0 






Variation (per cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

in 

In 




Month 

Year 

1988 

87-88 

86-87 

85-86 

84-85 

For Industrial Workers 1960 = 100 

828" 

06 

9.7 

10 0 

9.1 

8.8 

6.5 

64 

For Urban Non-Manual Employees 1984-85 = 100 

138'" 

1 5 

7.8 

7.0 

9.6 

7.9 

79 

8.1 

Ftor Agricultural labourers July 50 to 

72410 

2.0 

10.9 

10.0 

9.8 

4.8 

4.8 

0.2 

June 61 - 100 














Variation (per cent 

n brackets 



Money and Banking 


Latest 

Over 

Ovei 

Over 






Unit 

Week 

l.ast 

Last 

March 

In 

In 

In 

In 



(13-1 1989) 

Month 

Year 

25. 1988 

37-88' ’ 

86-87 

85-86 

84-85 

Money Supply (M,) 

Ks crore 

1,87,557 

5,183 

26,870 

24,897 

20,870 

21,627 

14,423 

16.058 



(2.8) 

(15.7) 

(16.0) 

(7.0) 

(18,3) 

(13 9) 

(IH,-7) 

Net Bank Credit to Government Sector 

Rs crore 

99,328 

1,622 

14,371 

15,219 

12,652 

12.822 , 

6,555 

8.445 

Bank Credit to Commercial Sector 

Rs crore 

1,19,041 

3,055 

16,872 

13,506 

10,079 

10,576 

10.%3 

10,809 

Net Foreign Exch Assets of Banking Sector 

Rs crore 

5,310 

-321 

■554 

151 

673 

1.251 

13 

1,419 

Deposits of Scheduled Commercial Banks 

Rs crore 

1,38,892 

5,098 

21,256 

21,318 

14,850 

16,723 

13,160 

11,519 




(3.8) 

(18.1) 

(18.1) 

(14 5) 

(19.6) 

(18,2) 

(19 0) 

Foreign Exchange Assets** 

Rs crore 

5,844 

-436 

-833 

- 1,294 

-507 

604 

197 

1,319 

Index Numbers of Industrial 

Weights 

Latest 








Production 


Month 

Averages for* 


Variation (per cent) 


(1980-81 » 100) 


(August) 



In 


In 

in 

In 



1988 

1988-89 

1987-88 1986-87 1985-86 1984-85 

1983-84 

General Index 

100.0 

172.7 

173.7 

157.8 8.9 


8.7 

8.6 

6.7 

Basic Industries 

39.4 




9.4 


6.8 

ll.l 

60 

Capital Goodk Industries 

16.4 




18.2 

10.6 

3.0 

11.7 

Intermediate Goods Industries 

20.5 




4.3 


7.5 

9.7 

9,8 

Consumer Goods Industries 

23.6 




5.3 

12.5 

7.2 

1.6 

Durable Goods 

2.6 




19 5 

18.7 

21.6 

16.1 

Non-Durable Goods 

21.0 




2.6 

11.5 

5.1 

0.4 

1 Not€i The index numbers of industrial production by use-based classification are not available beyond March 1987 



Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 










(Aug 88) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Exports 

Rs crore 

1,467 

7,313 

6,125 

15,719 

12,569 

10,895 

11,744 

9,771 






(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(II.O) 

Imports 

Rs crore 

2,289 

10,797 

8,544 

22,343 

20,201 

19,658 

17,134 

15,831 






(10.6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance of Tlade 

Rs crore 

-822 

-3,484 

-2,419 

■6.624 

-7,632 

- 8,763 

-5,390 

-6,060 

Employment Exchange Statiatica 

Unit 

Latest 

Cumulative for* 








Month 










(Sep 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Live Registers 

Thousand 

30,002 

30,002 

30,790 

30,247 

30,131 

26,270 

24,861 

23,034 

(as at end of period) 





(0.4) 

(14.7) 

(6.0) 

(7.9) 

(16.6) 

Number of iftegistrations 

Thousand 

540 

4,564 

4,567 

5,465 

5,473 

5,824 

6,220 

6,756 




(-0.2) 

(-6.0) 

(-0.2) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

Number of Vacancies Notifled 

Thousand 

40 

422 

453 

621 

616 

683 

707 

827 




(0.8) 

(-10.0) 

(0.8) 

(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

Number of Placements 

Thousand 

29 

264 

344 

360 

356 

388 

407 

486 




(1.1) 

(-8.2) 

(1.1) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

Income 

Unit. 

1986-87 

1985-86** 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80* 

Gross Domestic Product (current prices) 

Rs crore 

2,60,584 

2,33,305 

1,90,888 

1,72,704 

1.45,%! 

1,30,770 

1,22,226 

95,358 

Gross Domestic Product (I980-BI prices) 

Rs crore 

1,62,326 

1,56,083 

61,838 

59,541 

55,068 

53,470 

1,22,226 

47.191 

Per Capita Income (1980-81 prices) 

Rupees 

2,975 

2,721 

1,791 

1,781 

1,687 

1,686 

1,627 

664 

1 * For current year upto latest month for which data are available and for corresponding period of last year. 



** Excluding gold and SDRs, -f Upto latest month for which data are available. 






+ -f* Provisional data. ® At 1970*71 prices. 










Notts: (1) Superscript numeral denotes month to which figure relates, e g, superscript * 

indicates that the figure is for January and so on. i 

(2) Figures in brackets denote percenuge variation over previous peri^. 
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COMPANIES 


RELIANCE INDUSTRIES 

LAB on Stream 

RELIANCE INDUSTRIES has shown 
good results for the 18<month period 
ended June 1988. The directors have 
proposed payment of a Hnal dividend of 
25 per cent on the enlarged capital. With 
the interim distribution of 30 per cent 
already made, the total payment worked 
out to 55 per cent against 25 per cent paid 
for the preceding 12 months. The com¬ 
pany has earned a gross profit of 
Rs 172.18 crore against Rs 75.15 crore 
~ usly following a turnover of 
il6 crore against Rs 638 crore. These 
s also show increased profit margins, 
ugh the provision for depreciation 
ken away more and there is also a 
^^ability of Rs 2 crore against nil, net 
is considerably higher at Rs 78.77 
t^re compared to Rs 14.17 crore. The 
substantially enhanced distribution is 
covered 1.37 times by earnings as against 
4.66 times previously. The accounting year 
had to be extended on account of delay 
in commissioning of the PTA and LAB 


projects. The management wanted to syn¬ 
chronise the commissioning of these pro¬ 
jects with the accounting year. 

The company's textile division has part¬ 
ly completed its modernisation pro¬ 
gramme at Ahmedabad and enhanced its 
product range to furnishing fabrics. The 
polyester yarn division maintained its 
growth in production and sales and is 
exploring export opportunities. The 
polyester staple fibre plant was not 
operated to capacity owing to low demand 
of industrial users. Du Pont supplied the 
original technology and currently the 
company is working under a programme 
for marketing products made in India 
under Du Pont technology in the US and 
other countries using the world wide 
market network of Du Pont under its 
brand name. The company plans to export 
a substantial quantity in the coming years. 

The company has commissioned in 
1988 its single largest project of PTA at 
Patalganga with a licensed capacity of 
1,00,000 tonnes per annum in collabora¬ 
tion with Imperial Chemical Indirstries, 
UK, and UOP Processes International,- 
US. With the commissioning of this facili¬ 


ty, the company will have access to iu own 
raw material for manufacturing polyester 
and will also be able to supply this very 
efficient taw material for the manufacture 
of polyester to other quality conscious 
consumers in India. The project for 
manufacture of Linear Alkyl Benzene 
(LAB) was commissioned in the second 
quarter of 1988 with a licensed capacity 
of 60,(XX) tonnes per annum. With the 
help of UOP Processes International as 
the technical collaborator for the project, 
the company has been able to produce 
high quality LAB which has been ac¬ 
cepted brand leader in India. However, 
due to bunching of imports, there was an 
excess supply of LAB. 

VOLTAS 

Food Value 

VOLTAS proposes to set up a joint ven¬ 
ture in association with Punjab Agro 
Industries Corporation (PAIC) and Pep¬ 
siCo of the US. A new company would be 
formed to undertake manufacture of pro¬ 
cessed potato/grain foods, softdrink con- 


The Week's (Companies {Rs Lakh) 



Reliance 

Industries 

Voltas 

Maliindra Ugine 

Campbell 


Latest Year 

Last Year 

Latest Year 

l.ast Year 

Latest Yeat 

Last Year 

Latest Year 

Last Year 


30-6-88 
(18 Months) 

31-12-86 

31-8-88 

31-8-87 

.30 6 88 

.30-6-87 

.30-6-88 

30-6-87 

Paid-up Capital 

15790 

5741 

1278 

1278 

830 

830 

425 

431 

Reserve.s 

86422 

25412 

3131 

2440 

2074 

1776 

1997 

1895 

Borrowings 

93457 

82581 

6479 

6380 

1701 

2548 

2277 

1890 

of which Term borrowings 

60770 

54166 

1603 

1681 

100.3 

1384 

765 

745 

Gross fixed assets 

186266 

113755 

8151 

6017 

5804 

5739 

3567 

3359 

Net fixed assets 

158406 

94946 

5805 

4881 

19.54 

2244 

2950 

2929 

Investments 

125 

37 

526 

557 

425 

15 

307 

365 

Current liabilities 

23647 

86532 

1,3458 

11860 

2766 

1.306 

1041 

897 

Current assets 

60783 

105283 

18014 

16521 

4992 

4201 

2446 

1793 

Stocks 

26115 

24033 

8215 

7010 

3197 

2485 

909 

558 

Book debts 

20995 

12047 

6449 

64.36 

1264 

1343 

901 

686 

Net sales 

121608 

63813 

39940 

33011 

9104 

8347 

2947 

2516 

Other income 

745 

573 

308 

151 

334 

248 

884 

785 

Raw material costs 

41704 

24408 

34837 

28605 

3271 

2739 

400 

200 

Wages 

3492 

1972 

4366 

3827 

886 

769 

762 

677 

Interest 

11074 

5424 

1119 

1061 

313 

399 

309 

185 

Cross profit (•♦•j/loss (-) 

17218 

7515 

1866 

1176 

1167 

1124 

260 

251 

Depreciation provision 

9141 

6098 

384 

291 

374 

566 

144 

89 

Thx provision 

200 

— 

512 

400 

297 

63 

16 

26 

Net profit (-sl/loss (- ) 

7877 

1417 

970 

485 

496 

495 

100 

136 

Investment allowance reserve 


3600 

— 



- 

— 

— 

Transfer to reserves 

2142 

- 

689 

280 

302 

.3.38 

.36 

60 

Dividend. Amount 

P 129 

86 


_ 

11 

11 

0.24 

0.36 


E 5606 

1290 

281 

. 205 

183 

146 

64 

76 

Rate (per cent) 

P 1I&15 

I)&I5 

— 

— 

11 

11 

6 

6 


E 55 

25 

22 

16 

25 

20 

15 

18 

Cover (times) 

Ratios (per cent) 

1..17 

4.66 

3.45 

2.36 

2.65 

.3,31 

1 56 

1,79 

Gross profit/sales 

14.15 

11 77 

4.67 

3 56 

12,82 

1.3.47 

8 82 

9.97 

Net profit/capital employed 

7.70 

4.55 

22.00 

13.04 

17,08 

19.(X) 

9.98 

13.28 

Inventories/sales 

21.47 

37 66 

20.57 

21.23 

.35 12 

29 77 

30 84 

22.17 

Wages/sales 

2.87 

3.09 

10.93 

11.59 

9 73 

9.23 

25 86 

26.90 ' 
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centrates and process fruit/vegetable pro¬ 
ducts and other allied business which 
would have high export orientation. The 
central government has recently approv¬ 
ed the proposal with equity participation 
by the three promoters, the Voltas share 
being indicated as 24 per cent of the total 
equity capital. The project apart from the 
direct benefits to the company’s Con¬ 
sumer Products Division which will im¬ 
prove its presence in the fast-growing 
packaged food sector, offers opportuni¬ 
ties for (he company to widen its range 
of refrigeration equipment and to 
establish several joint ventures in the 
packaging, bottling and moulded-plastics 
industries. The company intends to invest 
about ^s 4 crore in the proposed venture. 

A number of other diversification pro¬ 
posals, including significant equity par¬ 
ticipation in new joint ventures, are also 
being currently examined. Their beneficial 
impact on the company’s operations and 
profitability will become progressively 
apparent. Meanwhile, the company con¬ 
tinues to update technology and 
significantly expand its existing business 
activitie.s, especially in the fields of air- 
conditioners and refrigerators. The com¬ 
pany has fared very well during 1987-88 
with sales and profits advancing 
significantly to record their highest levels 
in i*s history. While sales amounted to 
Rs 399 crore against Rs 330 crore, gross 
profit came to Rs 18.66 crore against 
Rs 11.76 crore reflecting significant in¬ 
crease in profit margins. Net profit ex¬ 
panded from Rs 4.83 crore to Rs 9.70 
crore. The directors have stepped up divi¬ 
dend from 16 per cent to 22 per cent, 
which is covered 3.45 times by earnings 
as against 2.36 times previously. 

MUSCO 

Good Prospects 

MAHINDRA UGINE STEEL COM¬ 
PANY (MUSCO) has not only raised divi¬ 
dend by two points to 25 per cent but also 
announced a bonus issue of shares on a 
one>for-two basis. Its ingot steel output 
increased to 86,897 tonnes during 1987-88 
as compared with 82,967 tonnes in the 
previous year. The operation of the 20 T 
arc furnace was iimit^ to 10 working days 
only in the whole of the year. Productivity 
in the 45 T arc furnace however was step¬ 
ped up yielding tangible cost savings. 
Finished steel production correspondingly 
went up to 65,503 tonnes as against 63,167 
tonnes in the preceding year. The tonnage 
of finished alloy and special steels sold 
during the year went up to 66,530 tonnes 
from 62,846 tonnes. Value wise, turnover 
amounted to Rs 91.04 crore against 
Rs 83.47 crore and gross profit was 
Rs 11.67 crore against Rs 11.24 crore. 


These figures rellect contraction of 
margins as production co.sts increased 
rather sharply as a result of a spurt in the 
prices of major inputs like melting scrap, 
ferro alloys, refractories, nickel, LSHS, 
fuel adjustment surcharge on power, etc. 
To partly offset this e.scalation in the cost 
of production, the selling prices of the 
company’s products have had to be in¬ 
creased during the latter half of the year. 
Net profit was only a shade higher at 
Rs 4.96 crore (Rs 4.95 crore). The recom¬ 
mended dividend was covered 2.65 times 
by earnings as against 3.31 times 
previously. 

Having obtained the requisite con.sents 
from various authorities concerned, the 
company has now applied to the govern¬ 
ment for conversion of the letter of intent 
for modernisation-cum-expansion pro¬ 
gramme into an industrial licence. An 
agreement has been entered into with 
Leybold of West Germany for securing 
de.sign and detailed engineering drawings 
for manufacture of parts of the vacuum 
degassing (VD) and vacuum oxygen 
decarburisation (VOD) equipment An 
order has also been placed on Leybold for 
supply of certain critical componeius for 
the VD and VOD equipment. Letters of 
intent have been issued to the local sup¬ 
pliers of the LF and VD/VOD equipment. 

The directors say that whilst the de¬ 
mand for the company’s products con¬ 
tinues to be encouraging, uncertainty in 
the availability of melting scrap due to 
delay on the part of the government in 
releasing foreign exchange for import of 
melting scrap is causing a certain amount 
of concern. Moreover, there have been 
phenomenal increases in the prices of not 
only melting scrap but also secondary 
nickel, ferro vanadium and certain other 
inputs. 

FORBES FORBES CAMPBELL 

Reduced Earnings 

FORBES FORBES CAMPBELL AND 
COMPANY has lowered dividend from 18 
per cent to 15 per cent following reduced 
earnings for 1987-88. Although sales in¬ 
creased from previous year’s Rs 25.16 crore 
to Rs 29.47 crore and other income from 
Rs 7.85 crore to Rs 8.84 cror^ gross pro¬ 
fit went up only modestly from Rs 2.51 
crore to Rs 2.60 crore. With depreciation 
requiring a higher provision, net profit 
was actually lower at Rs 1.0 crore against 
Rs 1.36 crore in 1986-87. The reduced divi¬ 
dend was covered 1.56 times by earnings 
as against 1.79 times previously. 

In the shipping division, increases have 
been evident in freight levels. There is 
buoyancy in the market. Over capacity 
both in the bulk and general cargo sec¬ 
tors continues to persist. Appreherisions 


about over capacity disturbing the freight 
levels have been found somewhat misplac¬ 
ed since the economics of reactivating 
laid-up tonnage continue to be negative. 

The liquor division increased its sales 
both in terms of volume and value. The 
profits for the year would have reached 
record levels but for sudden and steep in¬ 
creases m transport and export fees levied 
by the Maharashtra government. The state 
government has since reduced these fees 
and restored them to earlier levels. Steps 
to modernise and rationalise both distilla¬ 
tion and bottling capacities of the divi¬ 
sion, already under way, are expected to 
improve profitability in the coming yean. 

Government’s policy of rapidly improv¬ 
ing telecommunication facilities in India 
has increased the operations of the agen¬ 
cy division, whose foreign principals are 
amongst the suppliers of sophisticated ful¬ 
ly computerised equipment for moni¬ 
toring modern telecommunication faci¬ 
lities. 

The domestic market for the engineer¬ 
ing division’s products was subdued dur¬ 
ing most of 1987-88 and profits were 
severely affected. The depressed state of 
the market forced out some competitors, 
particularly those located in or near major 
metro cities. The engineering division was 
able to survive because of product quality 
and its countrywide marketing network. 
A 25 pier cent increase in exports (over the 
80 per cent increase of the last year) also 
helped to maintain production at a high 
level. The domestic market for the divi¬ 
sion’s products has started to show some 
improvement since mid-1988. 

The company’s trading activities have 
shown some improvement during the year. 
The office equipment industry is experien¬ 
cing severe competition resulting in con¬ 
tinued erosion of profit margins. The 
marketing of typewriters has been taken 
over by our principals, Facit Asia, with ef¬ 
fect from January 1. It has, therefore, been 
decided to discontinue the activities of this 
division. 

The optics division has had its first full 
year of commercial production. The 
plant’s production capacity has come up 
to expieciations. The lenses produced (call¬ 
ed Resilens) have met the stringent inter¬ 
national quality standards as adjudged by 
discerning buyers in Japan, USA and 
Europe who have been purchasing 
Resilens in increasing numbers. With the 
recent finalisation of a single large export 
contract to the US, the optics plant will 
now have sufficient orders in hand to 
operate at a high-level of its achievable 
capacity for the next 15 months. The divi¬ 
sion continues to receive repeat orders/ 
enquiries from overseas parties and can, 
if it so decides, fully book its production 
capacity for the export markks. 
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IN THE CAPITAL MARKET 


Oil Country Tubular 

OIL COUNTRY TUBULAR, promoted by 
K Suryanarayana, a metallurgical engineer, 
IS setting up a project at Cheruvugattu in 
Nalgonda district, Andhra Pradesh, in 
technical and financial collaboration with 
Baker Hughes TUbuiar Services of the US 
to produce 10,000 mt of drill pipes, 15,000 
mt of production tubing and 25,000 mt of 
casing pipes in one integrated plant. To meet 
part of the finance required for the project, 
the company is entering the capital market 
with a public issue of 1,11,50,000 equity 
shares of Rs 10 each for cash at par ag¬ 
gregating Rs 11.15 crore. Of this total 
amount, preferential allotment to employees 
at Rs 1,14,25,000, to non-resident Indians at 
Rs 3,52,30,000,to SBl Mutual Fund at Rs 
50,00,000 and to Canbank Mutual Fund at 
Rs 50,00,000 will be made and equity shares 
valued at Rs 5,48,45,000 will be offered to 
the Indian public. According to K 
Suryanarayana, chairman and managing 
director, its collaborators have agreed to 
marketing 50 per cent of its production. The 
company is also entitled to 35 per rent price 
preference over international prices. Supp¬ 
ly of goods and services are ‘deemed exports’ 
and so the company is entitled to such 
benefits as advance and duty-free imports, 
export incentives, etc. The issue opens for 
NRls on February 9 and for Indian public 
on February 15. 

Flowmore Polyesters 

FLOWMORE POLYESTERS is a Delhi- 
based company entering the capital market 
with a public issue of 45 lakh equity shares 
at par to finance its Rs 24 crore project for 
manufacturing hitech polyester films. This 
is an import substitution item, finding a 
variety of applications in video and audio 
tapes, computer tapes, floppy disks, 
reprographic and X-ray films, besides hav¬ 
ing a large market in food packaging. Since 
the electronics and food processing in¬ 
dustries are growing rapidly, the demand for 
the company’s products should be keen. In 
the last few years, the capital markets have 
witnessed a number of public issues from 
companies in this industry such as Ester 
India and Venlon Polyester, (flexible films), 
Gujarat Propack (BOPP films), apart from 
established names like Cosmo films (BOPP 
films) Garwate Polyesters (flexible films) and 
BHOR (Pyc plastics). Flowmore Polyesters' 
plant with an installed capacity of 3,840 ton¬ 
nes per annum has already been commis¬ 
sioned in Nainital distiict, an industrially 
backward area in Uttar Pradesh. The com¬ 
pany has the collaboration of Didier 


Engineering of West Germany. The pro¬ 
jected capacity utilisation in the first and 
second years are 60 and 75 per cent, bring¬ 
ing a turnover of Rs 24 crore and Rs 31 crore, 
respectively. The company is confident of 
paying a dividend of 15 per cent in the first 
year. Of the other firms mentioned earlier. 
Ester and BHOR have entered the industry 
very recently. Further Ester India cannot be 
directly compared with Flowmore due to the 
former's integrated production of chips, 
films and yarn. However, Venlon and 
another unit, Polyplex, which are com¬ 
parable to Flowmore, have not performed 
satisfactorily. UTI has subscribed to 
Flowmore’s issue on firm allotment. 
Grindlays Bank, who are managers of the 
Indian Investment Fund have mopped up 6 
lakh shares. NRIs have been given 40 per 
cent preferential allotment. The issue opens 
on February 19 for both NRls and the 
Indian public. 

VXL India 

VXL INDIA, an existing profit-making 
diversified group belonging to the S K Birla 
group, is issuing partly convertible deben¬ 
tures worth Rs 30 crore. This forty-year old 
company was known as Shree Digvijay 
Woollen Mills until 1986. After the 
amalgamation of Oriental Carpet Manufac¬ 
turers (India) and Universal Electronics, the 
company took the present name. Digjam 
suitings and OCM woollen products are its 
well known products. Other products include 
a wide range of electric meters and protec¬ 
tion relays. Recently VXL received approvals 
for 25,000 spindles and 2,500 tonnes for 
yarn/fibre dyeing. On completing these pro¬ 
jects it expects a sizeable market share in 
woollen suitings. The proceeds of the pre¬ 
sent issue will be utilised to complete these 
projects. Of the picsen; issue of 12.5 per cent 
30,00,000 partly convertible debentures of 
Rs 1(X) each at par, the following reserva¬ 
tions have been made: 15,50,000 debentures 
for shareholders on rights basis, 1,50,000 for 
employees and 3,00,0(X) for NRls. The 
balance 10,00,000 debentures are being 
issued to the public from February 16. Rs 
so of the debenture will be converted into 
rwo equity shares of Rs 10 each at a 
premium of Rs 15 each at the end of six 
months from the date of allotment. The 
non-convertible portion will be redeemed in 
three instalments of Rs 17, Rs 17 and Rs 16 
respectively at the end of the 7th, 8th and 
9th year from the date of allotment. The pre¬ 
sent equity base of the company is Rs 7.56 
crore. After conversion of this debentures in¬ 
to equity, another Rs 6 crore will be added 
to equity capital at the end of this yer. But 


It may be difficult for the company to pro¬ 
duce a matching result in profitability in the 
short run. The current EPS is around Rs 6 
and on conversion of the debentures it will 
be lowered. The present EPS on the enhanc¬ 
ed capital may be achieved over a period of 
two to three years. Naturally prices will be 
lowered after the conversion. But given a 
conversion price of Rs 25 the issue will be 
attractive, considering the share quotes 
around Rs 62 on ex-rights basis. 

Raunaq Automotive 
Components 

RAUNAQ AUTOMOTIVE COM- 
PONENTS (RACL) has been promoted by 
Bharat Gears belonging to the Raunaq group 
and PICUP in the joint sector, to manufac¬ 
ture hitech drive train products like transmis¬ 
sion and driving axle components for new 
generation vehicles. Bharat Gears, which is 
a listed companjrwith the Bombay Stock Ex¬ 
change, has paid a 12.5 per cent dividend in 
the latest financial year and 20 per cent the 
year before and at present quotes around Rs 
17. The automobile sector has been very 
active in the recent past. Most oT the firms 
in the automobile sector have tie-ups with 
Japanese firms. But, due to the appreciation 
of the yen, the Indian companies have been 
forced to indigenise their components in a 
phased manner. So this sector has witness¬ 
ed the emergence of several ancillary units 
producing various auto components. 
RACE’S plant, manufacturing hitech shafts 
and axle components, is located at Oajraula 
in Uttar Pradesh. Gajraula is a C category 
backward area and the company can avail 
of concessional term loans, central cash sub¬ 
sidy, salesand income tax concessions. The 
licensed capacity is to manufacture 3,000 
tonnes per annum of the above components. 
In view of this RACL is entering the capital 
market with a public issue of 24,99,993 equi¬ 
ty shares at par. The issue opens on Fbbruary 
11 for NRls for whom 9,15,000 shares are 
reserved with full repatriation rights. 
Another 2,55,(X)0 shares are reserved in 
preferential allotment to employees and 
2,50,000 shares for preferential allotment to 
shareholders of Bharat Gears. The balance 
of 10,19,993 equity shares at par are offered 
to the Indian public from February 15. Since 
the company’s products depend on derived 
demand, the performance of the company 
will resonate that of the automobile sector. 
Going by the current scene in the automobile 
sector, these shares may be quoted at a 
premium in the immediate future like its 
counterparts Invel fiansmissions, Sina Steer¬ 
ing and Subros. The long-term outlook, 
however, depends on the parent industry. 
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To rail against the peril of a domestic debt trap may simply be a 
feint to deny the states the resources they badly need. True, a debt 
trap situation exists, but it exists with respect not to the finances 
of the centre but of the states. And since something has to give, it 
is the states’ development expenditure which gives. 


ASYMMETRY confronts you and me. 
There i$ no danger, the government says, 
of the nation falling into an external debt 
trap; true, with the unrelenting march of 
imports, we have begun to borrow heavily 
in the international capital market, the 
amounts being borrowed are increasing 
from year to year, but, there is no reason 
to get panicky, things are going to sort 
themselves out, the leftists shout because 
that is the only language they know. The 
stune government however is apparently 
having sleepless nights over the state of 
its internal indebtedness: already more 
than one-fifth of its annual budgetary 
outlay, we are being told, has to be set 
aside to service domestic debt; should 
public expenditure keep mounting, resul¬ 
ting in interminable budgetary deficits, the 
burden of debt servicing would rise to 
astronomical proportions; in the pictures¬ 
que language used by the chairman of the 
Ninth Finance Commission, the country 
is then bound to witness a fiscal collapse. 

External debt trap, no. Internal debt 
trap, si. It is a breath-taking asymmetry 
in attitude. The external debt-service ratio 
is hovering in the neighbourhood of 30 
per cent. Were non-resident account 
holders suddenly to decide to pull out with 
their hot money, or remittances from the 
Gulf countries suddenly to dry up, there 
would be no way for us to meet outstand¬ 
ing foreign obligations. The government 
however is not the least bothered. It is 
more concerned with its domestic debt 
situation This, on the face of it, is puzzl¬ 
ing. If nonchalance is to be the acceptable 
operational behaviour, there is actually 
firmer ground for displaying such non¬ 
chalance in the matter of internal debt 
management. In case, as the lingo goes, 
the chips are down, the authorities could 
always print a sufficient quantity of notes 
to wipe off its obligations within the 
country. In the process, they would of 
course create new liabilities for the future. 
But, since the pastime would belong to the 
•never-never’ genre, by the time nemesis 
is able to catch up, the present set of rulers 
would be long dead and gone. 

Going by external evidence, the govern¬ 
ment is nonetheless worrying its head off 
over the issue of the fast' approaching 
internal debt trap. The docile set of 
academics and newspaper editors have 
been given the cue. They are now hard at 


work. Horror of horrors, we are fast 
reaching a situation where the authorities 
will have to be engaged in borrowing and 
further borrowing in order to repay what 
It had borrowed in the past. Since the 
government of India is not answerable to 
anyone on the actual magnitude of deficit 
it indulges in at any point of time, no 
technical hitch is going to impede the pro¬ 
cess. The danger does not lie in an abrupt 
failure of the mechanism; it is elsewhere. 
The people, the quiet dumb, forbearing 
people could rise in revolt if deficit finan¬ 
cing is carried to unendurable excess. They 
could only take so much of inflation and 
erosion of standard of living. The worms 
might finally turn; the collective wrath of 
an aroused population could then halt the 
process of paying for what was borrowed 
yesterday by printing additional notes 
today and paying for what is being bor¬ 
rowed today by printing even more notes 
tomorrow.* The academics can perhaps 
save their breath. There are devices these 
days to gauge whether the nodal point 
where the dyke of people's patience will 
give way is being reached. Given the class 
character of the government, it should not 
be loo greatly exercised either over the 
rude income distributional effects of 
unending deficit financing. 

A dyed-in-the-wool cynic will proceed 
further. There is, after all, a bridge of 
rationality joining internal and external 
borrowings. The import of goods and ser¬ 
vices, the textbook says, is the surest anti¬ 
dote to inflation which might rear its head 
in the wake of inordinate budgetary 
deficits. Suppose each year the cost of 
armaments brought overseas is a sum 
roughly covered by additional deficit 
financing; the latter, it could then be 
aruged, would cause no harm to the 
economy, foi the entire quantity of new 
money would be put out of harm’s way 
by matching imports. The import of 
armaments thus serves a great social pur¬ 
pose. Of course, in order that armament 
imports are rendered possible, fresh 
external borrowings are c^led for. Please 
just check up our credibility rating in 
international financial newspapers, that 
hardly poses any problem. Consider also 
the other benign effect of the heavy inflow 
of arms into the country; these arms 
would be of immense assistance to per¬ 


suade people not to lose their patience 
with the government on flimsy pretexts. 

The apparent asymmetry in ofllcial 
attitude to external and internal debts is 
therefore easily explained away; it is aU for 
the cause. The sharp increase in the ex¬ 
ternal debt-service ratio need not act as 
a deterrent to our obtaining further 
accommodation abroad. The class 
character of the government apart, the 
praxis of breakneck liberalisation has also 
been of help. Big money is likely to come 
in India’s direction from the capitalist 
west, since in any case most of it is going 
to be recycled to buy goods and .services 
from the suppliers of such money. If we 
are agreeable to accept the rates, terms 
and conditions the honest moneylenders 
set for us, they will not make an issue 
whether conventional notions of credit- 
worthiness have been breachced or not. 
It is a matter exclusively of trust and 
exploilability; as long as they can trust the 
country to lay it.self open for exploitation, 
it is worth being offered accommodation, 
one can forget the rest of the grammar. 

For the authorities over here, no gift 
horse is ever to be looked in the mouth, 
foreign borrowing, moreover, promotes a 
special kind of ambience, which the ruling 
gentry greatly appreciate. So it is not the 
'in’ thing to allude to the danger of an 
external debt trap. No such danger exists; 
it is a figment of leftist imagination, 
perhaps linked to their dream of a wish 
fulfilment. An export breakthrough is 
round the corner; even if is not, how does 
it matter, foreigners in any event are so 
accommodating. 

The stance is noticeably differenronce 
the issue is that of internal borrowings. 
The union government has in fact several 
degrees of freedom should it want to cut 
down on its domestic indebtedness. It can 
.raise additional direct taxes, or stop 
further concessions. It can reduce sub¬ 
sidies. It can cut down on defence expen¬ 
diture, and trim the extravagant waste that 
goes on in the name of internal security. 
It can mount an attack on administrative 
flabbiness and effect substantial savings 
in several spheres. It has not the least 
intention to adopt any of these measures. 
Each such measure affect the interests 
of those who control the government, and 
is therefore not on. There is however one 
degree of freedom still left: transfers to the 
state governments. And this perhaps pro¬ 
vides the clue why there is so much eager¬ 
ness to play up the danger of an internal 
debt trap. The cen^ could use the alibi 
of a fiscal crisis to put a further break on 
the already dwindling flow of funds to the 
states. Who knows, the Ninth Finance 
Commission and its diairman are perhaps 
putting in a command performance; thi^' 
ate under instruaion to choke the 
finances of the states and thereby ensure 
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further centraUsation of the nation’s; fisca) 
resources. Those in charge know their 
mind, and are fully conversant how to go 
about to achieve their ends. To rail against 
the peril of a domestic debt trap sounds 
to be a most honourable exercise; it may 
simply be a feint to deny the states the 
resources they badly need. 

The authorities are right; when facts are 
properly looked into, a debt trap situation, 
it will be seen, tptisu within the country. 
That situation however obtains with 
respect to, not the finances of the centre, 
but those of the states. The states collec¬ 
tively owe at the present close to Rs 60,000 
crore, mostly to the union government, 
every bit of it has to be repaid. And every 
bit of it has to be repaid through making 
a draft on the people. The union govern¬ 
ment can print extra notes and use these 
notes to repay what it owes internally to 
others. Since a considerable part of its 
borrowings are from its own banking 
system, it is mostly paper accounting. 
Even where other parties are involved, 
printed money can always come to its 
rescue State govemment.s, in contrast, can 
meet their repayment obligations only by 
levying fresh imposts. In case such 
imposts are not feasible, for whatever 
reason, and current account expenditure 
too is non-malleable, the plan outlay of 
the states comes, under a cloud. Some¬ 
thing has got to give, and it is the states’ 
development expenditure which gives. 
This is no theoretical construct. For quite 
a number of states, the staple of harsh 
reality consists of a state of near non¬ 
development because of the resources 
crunch: year after year, the total of so- 
called ‘statutory’ transfers ordained by the 
Finance Commission and ‘discretionary’ 
transfers on the recommendation of the 
Plarming Commission is being wiped out 
by the reverse flow of repayments to the 
centre. Perhaps this is precisely the 
denouement the authorities at the centre 
look forward to: each state, reduced to 
penury, is to be made to acknowledge that 
economic development is not its legitimate 
right to claim as an integral pan of the 
great Union of India, it is the product of 
whatever morsels of charity are thrpwn 
toward its direction an imperial, 
overbearing centre. 

In this setting, the scar^ of a ‘fiscal 
collapsed promises to be just another ruse. 
Presumaply the Ninth Finance Commis¬ 
sion is preparing itself to deliver a coup 
de grace. Already in its Fust Repon, it has 
shown a remarkable predilection to move 
away from the modality of tax devdutions 
and lean on discretionary grants-in-aid for 
effecting resource transfers to the states. 
Under the plea of an impending internal 
(Mk trap for the centre, it could clamp 
down (kinher on statutory devohitir^ and 


cross over all the way to the device of 
discretionary transfers. Discretionary 
transfers are arbitrary transfers: since the 
distinction between the government of 
India’s ministry of finance and the 
Finance Commission has now been 
rendered into a category of metaphysics, 
the centre’s whims are likely to rule the 
roast, starving the states in to obedience. 

It is a nice, internally consistent model. 
International capitalism believes in the 
homogeneity of markets and in pro¬ 
gressive centralisation; the monopolisa¬ 
tion of power and resources by the centre 


JUST as the law of public interest litiga¬ 
tion had small beginnings and grew into 
a solid oak entirely as a result of judicial 
decisions, so are we witnessing the gradual 
growth of the law of ecoiogy/environment 
today. With one difference though. The 
legislature has not been inactive. There is 
the recent Environment (Protection) Act, 
1986. Before that we had statutes like the 
Water (Prevention and Control of Pollu¬ 
tion) Act, 1974, and the Air (Prevention 
and Control of Pollution) Act, 1980 
besides the municipal statutes. They all 
operated under the umbrella of one of the 
clauses of Article 51A embodying the 
Fundamental Duties of the citizen. 
Clause (g) laid down the duty “to protect 
and improve the natural environment in¬ 
cluding forests, lakes, rivers and wildlife, 
and to have compassion for living 
creatures.” There is also a Directive Prin¬ 
ciple of State Policy for it is the State 
which is mote culpable in this regard than 
the citizen culpable though the citizen also 
■is. It is Article 48A which says, “The State 
shall endeavour to protect and improve 
the environment and. to safeguard the 
forests and wildlife of the country”. 

In developing the law the Supreme 
Court and the high courU have developed 
also the law of public interest litigation 
and freely decre^ far-reaching remedies 
which touch the limits of judicial acti¬ 
vism. Inescapably, it is the concerned 
citizen or citizens’ bodies which go to 
court, not the State. The courts have in¬ 
stituted inquiries through fact-finding 
committees, given detailed directions and 
passed mandatory orders. 

For instance, on jtknoary 14, t9|8 a 
division bench of the Karnatala High 


will have its fullest approval. Every cliche < 
will then have its day; the cliche of the , 
debt trap will be put to use to throttle the 
democratic aspirations of the state govern¬ 
ments. Please rest assured, the fisc of the 
union government will not be allowed to 
collapse; it will be taken care of by the 
international brotherhood of the capitalist 
class. The ersatz panic will however play 
its assigned role, most effettively, to, 
advance the cause of authoritarianism. 
Authoritarianism mixed with capitalism 
makes for a nice lethal cocktail: they had 
a name for it in Europe fifty years ago. 


Court consisting of Justice .M Ramajoii, 
and Justice H G Balakrishna appointed 
a five-member committee of experts to 
study and report on alleged pollution 
caused by the discharge of effluents into 
the Thungabhadra river by Harihar 
Polyfibres in Dharwar district. 

The experts named by the court were 
B B Sundersan, ex-vice-chancellor, 
Madras University, P Khanna, director. 
National Environmental Research Insti¬ 
tute, H P C Shetty, Direaor of Instruc¬ 
tion (Fisho'ies), University of Agricultural 
Sciences, Mangalore; J Venugopakn Nair, 
member-secretary, brala State Pollution , 
Control Board and Rev Fr C J Saldanha, ' 
convenor. Centre of Ecological Sciences, 
Indian Institute of Science, Bangalore. 
The court requested the expots to make 
an on-the-spot inspection within six 
monihs. Guidelines have been given for ‘ 
the study to be made The order was made 
in a public interest litigation initiated by 
the Transnational Centre and four others 
contending that the effluents discharged 
by the company were a health hazard. 

livo days earlier, on January 12. 1988, 
a division bench of the Supreme Court 
consisting of Justice E S Vmkataramiah 
and Justice K N Singh gave detailed direc¬ 
tions in the Ganga Pollution Case, a 
public interest litigation instituted by 
M C Mehta, an advocate, complaining of 
pollution of the Ganga by the Kanpur 
municipality’s failure to take necessary 
steps in regard to the ‘treatment’ of sewage 
water and other effluents that were led 
into the river. 

Justice Venkataramiah’s observations 
are very pertinent: “It is unforturute that . 


CIVIL LIBERTIES _ 

Growing Ecology Law 

A G Noorani 


In developing the law of ecology/environment, the Supreme . 
Court and the high courts have developed also the law of public 
interest litigation and decreed far-reaching remedies which touch 
the limits of judicial activism. 


^'I'ltkiiough pariiament and the sute legit- 
i^’Iattiret have enacted laws (to prevent 
, pollution of water and river streams, etc, 
< and environment) inlposing duties on the 
oentrai and state boards and the munici¬ 
palities for prevention and control of 
pollution of water, many of these provi- 
,, lions have just remained on paper without 
f $tiy adequate action taken pursuant 
i thereto.” The court directed that 
>.1 '‘Whenever applications for licences to 
astablish new industries were made in 
ftiture, such applications shall be refused 
r unless adequate provision has been made 
for the treatment of trade effluents flow- 
im out of the faaories”. The court also 
Mid immediate action should be taken 


against the existing industries if they were 
found responsible for pollution of water. 

It is important to note one aspect of 
these proc^ings which has a great bear- 
faig on judicial remedies against private 
patties. Writ potions lie only against ‘the 
State* and other authorities as contem¬ 
plated in Articles 32 and 226 of the con¬ 
stitution. Article 12 defines ‘the State’ to 
include “all local or other authorities”. 
The Supreme Court has in a senes of rul¬ 
ings widened the ambit of Article 12 to 
Include even a registeied society if there 
are indicactions enough of its being “an 
agent or instrumentality of the State”. 
Nvate bodies are excluded. But if a 
private company or individual violates the 
law to spoil the environment the State is 
equally guilty of the wrong by itsinaction 
So writ proceedings can be brought 
against both in the same petition. 

In the Ganga Pollution Case the 
Supreme Court commented that on ac¬ 
count of the failure of the Kanpur muni¬ 
cipal authorities “to obey statutory duties 
for several years, the water in the Ganga 
at Kanpur has become so much polluted 
that it can no longer be used by the people 
either for drinking or bathing and that the 
Nagar Mahapalika of Kanpur has to bear 
the major responsibility for the pollution 
of the river near Kanpur city”. 

Adverting to a ‘fundamental duty’ of 
our citizens under Article SI A (g) of our 
constitution for protecting and improving 
the lutural environment, the court impres¬ 
sed upon the central government to direct 
all the educational institutions throughout 
the country to teach at least for one hour 
in a week lessons relating to the protec¬ 
tion and the improvement of the natural 
environment induding forests, lakes, rivers 
and wildlife in the Hrst 40 classes. 

The court abo said that in order to 
route among the people the consciousness 
of cleanliness of environment the central 
and state governments and the union ter- 
rittHics might consider the desirability of 
organising a ‘keep {he city clean’ (down 
to village level) campaign for one week in 
a year throughout the nation with the co-' 
operation of all sections of the society. 

The court made, it clear that whatever 
v«s said in ihb judgment ‘Applies mumtis 


mutandis to all other Nagar Mahapalikas 
and municipialities which have jurisdiction 
over the areas through which the river 
Ganga flows” and the the copies of this 
judgment should be sent to all such 
municipal bodies. 

The bench directed that all such muni¬ 
cipal authorities in Uttar Pradesh should 
file affidavits within six months in the 
court explaining the steps they had taken 
for prevention of pollution of the water 
in the Ganga. 

These are very detailed directions. There 
were many such which the court gave to 
the Kanpur municipality 

Mehta had Tiled his petition as far back 
as 198S. An earlier judgment on this peti¬ 
tion delivered on September 22, 1987 by 
the same bench dealt with the discharge 
of trade effluents from the tanneries into 
the Ganga. 

Some important observations on the 
law of ecology were made by Justice 
O Chinnappa Reddy in the Supreme 
Court two years ago while dealing with 
a petition which challenged the allotment 
of land near the Calcutta Zoo by the West 
Bengal government for the construction 
of a five-star hotel. He referred to Artciles 
48A and 51A(g) and said that whenever 
a problem of ecology is brought before the 
court, it IS bound to bear these provisions 
in mind. “The court is not to shrug its 
shoulders and say that priorities are a 
matter of policy and so it is a matter for 


the poltcy-miikmg aothorityl' it mmt cdti- 
sider the circumstances of the case and see 
whether appropriate considerations have 
been borne in mind and irrelevant ones 
excluded. It will “not attempt to nicely 
balance relevant considerations”. 

A constitution bench, of five judges, of 
the Supreme Court laid down some per¬ 
tinent rules in the public interest litigation 
in the Shriram Foods and Fertiliser In¬ 
dustries case. It was alleged that various 
units of the company were a hazard to the 
community in that they emitted gases in¬ 
jurious to the people in the vicinity. The 
bench reaffirmed the Supreme Court’s 
power to order payment of compensation 
“in appropriate cases” for the violation 
of fundamental rights. 

The court came the nearest ever to 
accepting the American doctrine of ‘State 
action’ to attract the application of 
fundamental rights to a private body. It 
‘Indianised’ the doctrine, to use the court’s 
expression. If Sute aid, control and regu¬ 
lation leads to “impregnating a private 
activity as to give it the colour of State 
action, the private organisation which 
conducts that activity will be bound by the 
fundamental rights”. This American 
doctrine was accepted in all but name by 
the cpnstitution bench. However, the court 
expressly left open the question whether 
a private corporation would fall within the 
ambit of the definition of ‘the State’ in 
Article 12. 
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Rise of Gangsterism in Polities 

K Balagopal 
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When hoodlums and their gang fights become an integral part of 
ruling class politics, one of the consequences is the gradual demise 
of the institutions of bourgeois democracy. What little vitality or 
democracy these institutions ever had in this country is being 
drained out by the rise of gangsterism in politics. The law, the 
courts, the press and the administration—all are being subjected 
to this destruction. 


ONE does not go to a convention against 
fascism to get hold of a definitive analysis 
of fascism. One goes there to see what 
fascism means and does to people of dif¬ 
ferent modes of existence, and how—and 
how effectively-^they are resisting it. By 
linking up these different pictures an in¬ 
tegrated view of the emerging fascist 
trends can be had, which is about as much 
as one can scientifically hope to have right 
i}ow, f5r in a situation where the resistance 
to fascism is way behind the evil, any 
claim to more than a working theory of 
It would be epistemologically suspect. 

The anti-fascist convention held at 
Tiichur in Kerala on January 14 and IS, 
attended by delegates from Kerala, Ikmil 
Nadu, Andhra Pradesh, Karnataka, 
Madhya Pradesh, Maharashtra and West 
Bengal, served this purpose rather well, 
given all the limitations inherent to our 
cultural and political history and 
geography. To speak only of the 
geography, Kerala—which ranks high in 
the export of working people to other 
states and countries—is poorly served by 
the communications infrastructure of the 
Indian railways: one has to run around a 
lot of inelevant territory to readi the state 
(to give a striking illustration, the journey 
from Warangal to Trivandrum takes as 
much time as that from New Delhi to 
Warangal). Indian capital—for all its 
pretensions to entrepreneurship and pro¬ 
testations of suppression at the hands of 
socialist ideology—has no use for this 
munificently offered labour power, which 
therefore ends up supplying and washing 
dishes in tea-shops. And since the petty- 
commodity service sector is not influen¬ 
tial enough to affect the capital expen¬ 
diture of the government of India, it will 
always remain difficult and tiresome to get 
in or out of Kerala, though hundreds and 
thousands of people keep doing so every 
day. 

Latest Mass-Ood 

And as If this limitation of political 
^ognp^ is not enough, in this season 


the journey is made even more tiresome 
by the rush of black-clothed and ritually 
unkempt-looking pilgrims going to 
Sabarimalai, the resort of Ayyappa, the 
latest mass-god of Hinduism, who never¬ 
theless shares with the earliest the 
attribute of a dubious parentage. The 
myth of his parentage is typical of Siva- 
Vishnu syncretism, but that syncretism 
cannot explain the sudden popularity of 
the god in late twentieth century south 
India, where neither Saivism nor 
Vaishnavism is of any sociological conse¬ 
quence, though cults of both the sects 
abound. The reasons are more modern, 
and both the reasons for the popularity 
and the changes the cult has undergone 
in recent years are of relevance to our con¬ 
cern with fascism. The cult—at least in 
Andhra—first attracted individual 
maverick elements of the urban lower 
middle classes/backward communities, 
and exclusively men at that. There was no 
ritual but only the putting on of black 
clothes, beads around the neck, unkempt 
beards and bare feet. Individually, most 
of the converts were of the problem-type: 
the type who have and give problems 
wherever they are. They would say on 
questioning that they have found solace 
and the problems are sorting themselves 
Out—though' there are no reported 
miracles—after taking the deeksha, which 
entails the foregoing apparel and the 
shunning of drink and sex, culminating 
in a final visit to Sabarimalai around 
Makarasankramanam time. But solace— 
as a psychological consequence of faith— 
explains nothing, for they need not have 
turned to a new god for that: they could 
hive had their pick of a variety of 
established and organised cults. Temples 
to Brahminised deiues—Rama, Siva and 
Vishnu in the form of amsas like 
Venkateswara—abound all over the statf, 
and so do the cults of the more ‘popular’ 
Anjaneya and the preponderantly 
autochthonous mother-goddesses. And 
the cults range all the way not only along 
the Brahminkal-autochrimnous spectrum, 
but also along the private-mass spectrum. 


While discourses on Upanishadic in¬ 
trospection can be heard in some temple 
C'Orijtc other on any day, at the oihej end, 
the mother-goddess cults are wild enough 
to appeal to those sociologists who find 
it possible to describe the masses in their 
collectivity as mobs and herds. And so the 
reason for the spread of the Ayyappa cult 
goes beyond personal psychological needs. 

The lower middle class of the over¬ 
whelmingly tertiary sector economy of 
urban India is a substantial and growing 
class: in all the states, it is the tertiary sec¬ 
tor whose share in the regional product 
is increasing. But given the essentially 
perverse and even then stunted nature of 
this development, the class, for all its 
growth, is unsure and insecure. It carries 
with it a strong sense of alienation, op^ 
pression and frustration. This oppression 
is not a private feeling that could seek 
relief in familiar cults, but a class 
phenomenon: oppression by the system 
and alienation from the system; the 
frustration therefore must necresarily find 
its outlet in some thing that is outside the 
establishment, preferably even anti¬ 
establishment, at least in its symbols and 
its idiom. The art forms they patronise, 
the magazines they read, the street gangs 
they join, the mafias they support and the 
cults they are attracted to are all at the 
fringe of or outside the establishment. 

Appropriation of Cults 

\bt, it is possible to be ‘outside* the 
establishment only in a metaphorical 
sense, in the sense of being outside the 
normative standards proclaimed by the 
establishment; in a real sense it is no more 
possible to be outside the system than it 
is possible to live outside the universe. 
There is no space outside a totality; that 
is an ontological maxim. You may resist 
its norms, you may even resist its 
philosophical idiom, or you may only 
resist its control, but there is no running 
away from it. And even if individuals 
sometimes cheat themselves into believ¬ 
ing the contrary, the establishment knows 
this very well. And what it does to 
phenomena—the gangs, the media, the 
cults and the movements—that are ‘out¬ 
side* the establishment is to suppress 
them/profit from them/co-opt them. The 
first bireomes necessary only in the case 
of self-consciously anti-establishment 
phenomena; for vague and undirected 
frustrations the second and the third are 
more sensible reactions. And it is a 
hbtorical characteristic of the Indian State 
and society that it is eminently adept at 
such sensible stratagems, an ability that 
is extremely relevant when we are discuss¬ 
ing fascism. And thus the Ayysppi cuh. 
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which first attracted (in Andhra, at any 
rate) the frustrated eiements among the 
lower middle classes, because—even 
though it borrows some myths and sym¬ 
bols from Brahminism—it is recognisably 
outside the Brahminical cultural establish¬ 
ment, which in turn is itself an integral 
element of the Indian State’s ideological 
establishment, quickly gets integrated into 
that very system. 

From being the eccentricity of maverick 
problem-youth, it first tecomes the 
religion of the whole family, and then an 
acceptable religion for a whole class. 
Women too take to this hitherto all-male 
cult, and the elderly parents who earlier 
grumbled about the train fare to Kottayam 
now put on black clothes and go along 
with the youth. And the middle and up¬ 
per middle classes pick up the cult, so that 
the black robes begin to lose their dirty 
look and acquire a black or deep blue 
sheen. Parallelly, the Brahmins devise a 
new ritual for the Sabanmalai trip. 
Hitherto, it was merely a question of buy¬ 
ing a ticket and getting into the train; now 
the wife and husband have to submit to 
an elaborate seeing-off ritual complete 
with Brahmins chanting seemingly vedic 
mantras into which supplications to the 
latest god have been miraculously woven. 
In a couple of years the cult will either die 
out out of sheer boredom or will become 
as acceptable as that of the Ix)rd of the 
Seven Hills, and the social misfits of the 
urban mohallas will have to seek a new 
god and a new cult. 

Either of the ends would be peaceful, 
but in a different situation and a differ¬ 
ent context, a not altogether peaceful 
assimilation could be imagined: given, say, 
a preponderance of Muslims or Sikhs and 
the kind of volatile conditions created by 
the Ayodhya controversy or the murder of 
Indira Gandhi, it is easy to imagine the 
arming of the Ayyappa devotees—each 
one of them is an amsa of the lord, it is 
to be remembered—with the trisul and the 
chakra of the lord’s syncretic parents— 
and of course, more serviceable weapons 
tor practical use—and their setting out to 
save the very same Hindu dharma which 
would not allow most of these devotees 
even a decent rebirth in the normal course 
of things. 

HtX)BltJMS, Lr;G)Sl,ATORS, MARTYRS 

But the utility of lower middle class 
misfits to fascism does not end with the 
appropriation of their cults for communal 
purposes. Each one of the modes of ex¬ 
pression of the frustration can be ap¬ 
propriated and put to use. Tlie establish¬ 
ment press can itself turn yellow, a hesi¬ 
tant shade at first and a deeper tint soon 
as confidence grows; the establishment art 
and litottture can itself turn lumpen and 


violate all the canons of artistic values, 
social responsibility and personal morality 
proclaimed by the establishment itself; 
and finally the street gangs can be ap¬ 
propriated and adorned with the hallow¬ 
ed symbols of parliamentary democracy: 
hoodlums become legislators, their gang 
fights become political battles, their 
murder becomes national news, and in 
their death they become martyrs in the 
cause of socialism, national integrity or 
Telugu pride. This dimension of the pro¬ 
blem of fascisnf, which was lightly touch¬ 
ed upon by the speakers at the Trichur 
convention, is well illustrated by recent 
happenings in Andhra. 

Vangaveeti Mohana Ranga Rao 
(Ranga, for short) begins his life in a com¬ 
munist taxi-drivers’ union; there is an 
unverified rumour that at one point he 
was even inspired by the call of Naxalbari. 
But soon he turns into a hoodlum under 
the leadership of his elder brother, the late 
Radha (the full name was Radhakrishna). 
The gang soon splits into two, one under 
the leadership of the Vangaveeti brothers 
and the other under the leadership of the 
Devineni brothers, Gandhi and Nehru (as 
their hopeful parents named them: 
Gandhi was murdered some years ago and 
Nehru is now in jail on charge of having 
got Ranga murdered). The influx into 
Vijayawada of agrarian wealth and the 
profits from agro-based processing and 
trade, whioh finds no better outlet than 
real estate and finance, offers a fecund 
basis for such hoodlums: the murky 
underworld ^of shady real estate and 
finance deals is second only to bootlegg¬ 
ing and smuggling as a base for the opera¬ 
tion of mafias. 

This much is nothing out of the way, 
and of not much significance in a discus¬ 
sion on fascism. But soon the crisis in the 
politics of the ruling classes intervenes. A 
precondition for the viability of bourgeois 
democratic forms of goverriance is that 
the ruling classes should be able to settle 
their problems amicably, and that they 
should be able to convince the masses to 
submit to oppression with good humour. 
When either of them—or both, as in India 
now—breaks down, fascist forms of 
governance take over. Street gangs then 
acquire political significance. With the 
emergence of the Tblugu Desam Party— 
signifying the break down of amity among 
the ruling classes—the hoodlums of 
Vijayawada become political leaders. 
Ranga becomes a Congress(I) MLA and 
Nehru becomes a Tblugu Desam MLA: 
Their mutual killings thereafter become 
serious affairs. When Murali, a younger 
brother of the Devineni faction, is axed 
to death—along with four followers of the 
fiattion—at the time of ttie elections to the 
co-operative societies last year, the TDP 
goes on a rampage—minor, compared to 


what the Congress did this time—on the 
streets of Vijayawada. Ranga is accused 
of having plimned the murder, and spends 
some weeks in jail. While in jail he raises 
that it could well be his turn next (a fact 
which none of his ostentatious mourners 
would like to admit today), and realises 
further that being a Congress(l) legislator 
is not enough security. None of the 
Andhra Congress ieaders who are now 
making capital of his dubious martyrdom 
had ever entertained any feeling other 
than of distrust and aversion for him. 
They themselves lacked anything resembl¬ 
ing a mass base, and they distrusted this 
hoodlum’s image as a rebel. He could in¬ 
cite slum-dwellers to grab urban land, he 
could incite rickshaw-pullers against the 
traffic police, and he could protect the 
lumpen proletariat from the corrupt 
policemen—things which a Vengal Rao or 
a Raja.sekhar Reddy, inhibited by their 
feudal past, or a Shiv Shankcr, inhibjted 
by his pa.st as a high court judge, could 
not do with equal aplomb. And so Ranga 
decided while in jail that he would have 
to enlarge his mass base further and give 
it a greater colour of legitimacy. He chose 
the Kapu caste as the appropriate identi¬ 
ty, for the caste—or rather the castes, for 
there are many castes which call 
themselves Kapu in the generic sense— 
has a wide presence among the peasan¬ 
try and urban lower middle classes all over 
the state; and the fact that there is a 
substantial Kapu landowning and business 
elite in the Krishna and more so the 
Godavari deltas, which would also find 
the mobilisation in the name of the Kapus 
useful for the furtherance of their own in¬ 
terests, only helped him. He convened 
assemblies of the Kapus at many places • 
in the Godavari and Krishna deltas; each ‘ 
of these kapunadus {nadu is an old dravi- 
dian word which denotes a territory as 
well as an assembly which is 
territorially—or even communally, as in 
this case—delimited) was attended by 
thousands of people, and soon other 
Kapu notables started identifying with it. 

And yet he was killed. He and his gang 
were hounded by the Iblugu Desam’s 
policemen until he felt really insecure, to 
the point of going on a hunger strike with 
the demand that he be given protection; 
his prayer was not only ignored, but he 
was attacked while on protest and 
murdered in a most brutal and dasterdly 
fashion..And whoever may have been (he 
actual perpetrators of the crime, it is dif- 
Ticult to believe that the top leaders of the 
Telugu Desam Party did not have prior 
knowledge—at the least—of it; the 
extraordinary amount of violence that 
followed his killing is itself proof that the 
act could not have been done casually. 

The violence has been dneribed as 
looting, plunder and caste-conflia by the 
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press. But to closer observation, it con¬ 
tained many strands. A marked element 
was the class hatred that the vulgar new 
rich of coastal Andhra have brought in 
their wake: it was their exhibitionist wealth 
that was made the target of destruction. 
In the beginning, the rioters pointedly 
destroyed the costliest and the most garish 
of the looted goods, and took home only 
the articles of common use. A second 
strand was the anti-Kamma violence to 
which both sides had equally contributed: 
NTR by visibly favouring the Kamma 
caste in the distribution of spoils, and the 
Congressmen by whipping up caste-hatred 
on this score. A third strand was the 
general eruption of popular frustration. 
And the last was the organised rioting 
engineered by Congressmen and Ranga’s 
henchmen. It is said that in one street of 
Vijayawada alone—named after Annie 
Besant—about Rs 100 crore worth of pro¬ 
perty was looted or destroyed; but then 
how many streets exist in the towns of this 
country wherein a few hours’ rioting can 
destroy or despoil property and goods 
worth Rs 100 crore? It is meaningless to 
indulge in moral horror exclusively at 
those forms of plunder that are prohibited 
by the Indian Penal Code. 

But—to get back to the theme of 
fascism—when hoodlums and their gang 
fights become an integral part of ruling 
class politics, the consequences for the 
people go well beyond a few days’ rioting. 
All of the consequences need not be 
charted out, but there is one dimension 
that must be comraentec^upon, and that 
is the>graduai demise of every one of the 
institutions of bourgeois democracy. 
These institutions have never been par¬ 
ticularly strong or democratic in our 
country, but what little vitality or 
democracy they ever had is being drained 
out paraltelly with the rise of gangsterism 
in politics, llie law. the courts, the press 
and the administration, are all being sub¬ 
jected to this destruction. 

This destruction attracted a lot of at¬ 
tention at the Ihchur convention. Indeed, 
the S9th Amendment to the Constitution, 
which restores to the emergency provision 
its ori^nal attribute of being a lethal hat¬ 
chet of formal democracy, an attribute 
which had been softened earlier under the 
pressure of the revulsion that the inter¬ 
nal Emergency promulgated by Indira 

Oanidhi had given rise to, was the figurative 
sub-title of the therne of the convention. 

^t a hatchet is not the best weapon for 
the use of judicious force, and so a 
number of other legislative enactments 
and amendments have been brought for¬ 
ward in recent times to curb the formal 
rights available to industrial workers, 
white-collar employees, press people and 
of course political activists. Indeed the 
decade of the eighties has been punc¬ 


tuated by such enactments: three amend¬ 
ments to the National Security Act, exten¬ 
sion of the Supression of Disturbances 
Act and the Armed Forces (Special 
Powers) Act to Punjab, the Itrrorist Af¬ 
fected Areas (Special Courts) Act. the Ter¬ 
rorist and Disruptive Activities (Preven¬ 
tion) Act, the Tlade Unions and Industrial 
Disputes (Amendment) Bill, the Hospitals 
and Other Institutions (Redressal of 
Greivances) Bill, the Defamation Bill, the 
iPostal Bill, etc. It may be thought that 
‘such ’black laws’ have never been required 
to suppress the people, and therefore, as 
a corollary, that an anti-fascist movement 
need not bother too much about such 
legal fictions: after all, it required no Act 
for the Suppression of Seditious Cultural 
Activities to murder Safdar Hashmi, nor 
the enactment of the Defamation Bill to 
murder Umesh Dhobal or Pingali 
Dasaratharam. But that is a superficial 
way of looking at things; one obvious 
reason is that the rights that are formally 
taken away by these enactments are not 
inconsequential paper statutes, but the 
fruits of hard-won victories. Secondly, the 
law is not merely a norm of social con¬ 
duct supported by the sanction of the 
State apparatus; the law is also an 
ideology. To be lawful is not merely to 
conform to the norms written down in the 
law codes; to be lawful is to be right, pro¬ 
per, moral Just. If the norms delimit 
lawful behaviour, then the ideological 
connotations of ‘lawful behaviour' 
legitimises those norms, raise them to a 
level of righteousness well above the 
positivist meaning attached to the word 
norm in the formal sense. When the 
policeman catches somebody else on the 
wrong side of the road, you do not mere- 
.ly feel relieved that it was. not you that was 
caught, you also feel righteous. It is this 
legitimacy that the State seeks when it 
enacts what we call ‘black laws’. If Safdar 
Hashmi had*been sentenced to life im¬ 
prisonment under an Act for the Suppres¬ 
sion of Seditious Cultural Activities (there 
is nothing fantastic about the notion: sec¬ 
tion 4 of TADA decrees, a life sentence for 
any one who merely propagates or pro- 
phecises that a region of India is going to 
‘cede or secede), then not a tenth of these 
tears would have been shed for him, and 
that is what makes such enactments 
dangerous. And that is why, even as we 
may like to campaign against death 
sentences as a matter of principle, it is 
necessary and right to keep saying again 
and again that Kehar Singh’s execution 
was a terribly unfair act even under ex¬ 
isting rules and traditions of criminal 
trials. Even as our central task is to fight 
the real violation of real rights, a critique 
of and a struggle against the formal viola¬ 
tion of formal rights is also important. 
The rights hove got formal recognition in 


the law only because they have real 
recognition in the hearts of the masses, 
and therefore to rule the masses without 
recognising the rights would be impossi¬ 
ble. And equally, when it becomes 
necessary to violate the rights. It is 
preferable to enact the violation as formal 
laws, so that the legitimacy that attaches 
to law as such will give whatever justifies- 
tionjhat IS possible for the violation. 

A third dimension, which was discuss¬ 
ed perhaps more extensively than the first 
two, is the political-social-economic 
background to developing fascism. There 
is no need tO describe in detail all the pro¬ 
blems that the ruling classes are facing, 
nor the fact that they are unable to find 
a satisfactory solution to any of them. 
What is relevant is that the solutions they 
are attempting—like ‘liberalisation’ of the 
economy, and patchwork accords for 
political crises—are of such nature as to 
be incompatible with the minimum 
respect for the people’s rights. And so 
each one of the hard-won rights of the 
people is being taken away both statutorily 
and by extra-legal suppression. In the so- 
called ‘high-wage island'Jbig industry, 
there is not only the ongoing retrenchment 
in the name of rationalisation, but there 
is also a growing tendency to contract out 
a substantial part of the work, so that 
many big industrial units—both in the 
public sector and the private sector— 
undertake the manufacture of only the 
core of the product and get everything else 
done on contract by private contracting 
units, which use low-paid labour—often 
that of women and children—for the pur¬ 
pose. The white-collar middle class faces 
a restricted employment situation both in 
the industrial sphere and in the ad¬ 
ministrative sphere. If this is the situation 
faced by the most advanced sections of 
the people, the condition of the others 
needs no elaboration. Any resistance from 
the masses must therefore be suppressed 
brutally. The currently pending bills 
restricting the right of association and col¬ 
lective struggle of industrial workers and 
white-collar employees, is only the formal 
tip of the iceberg. Underneath is hidden 
the monster of brute force, symbolised by 
the machine-gun toting policeman who is 
visible all over the country today. 

The only hope is the resistance that the 
people have been expressing time and 
again, ana their capacity for not only un¬ 
controlled outbursts but also disciplined 
and organised protest, the kind of 
discipline and d^ication that was very 
much in evidence in the organisation of 
the Trichur convention. It would be 
cheating oneself to believe that the 
resistance is strong enough to overcome 
the fascist onslaught; but then it is only 
by courageously facing the onslaught that 
resistance can strengthen itself. 
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Accelerated Monetary Expansion 


Spurred by government borrowing from the banking system, the 
absolute rise in money stock in 1988 was the highest so far in this 
decade. Substantially higher bank credit to the commercial sector 
too contributed to the monetary expansion. 


MONETARY expansion accelerated dur¬ 
ing the calandar year 1988, in contrast to 
the trend in earlier years. Money stock 
M, rose by Rs 7,106 crore, the highest so 
far during ihe present decade. However in 
per cent terms the growth in M, at 12.6 
per cent turned out to be the lowest in the 
past four years. The contribution of cur¬ 
rency and demand deposits to the expan¬ 
sion was in the proportion of 56.8 per cent 
and 44.8 per cent during the year as com¬ 
pared to 70.1 per cent and 29.1 per cent 
respectively in 1987. Demand deposits 
rose by Rs 3.184 crore and currency ex¬ 
panded strongly by Rs 4,034 crore. It may 
be recalled that the growth of demand 
deposits were vitiated by portfolio 
management resorted by the banks. Time 
deposits increased by Rs 19,038 crore or 
18.3 per cent in 1988 as compared to 
Rs 15,784 crore or 17.9 per cent in 1987. 
Because of larger growth in M, as well as 


time deposits, expansion of Mj at 
Rs 26,144 crore or 16.3 per cent during the 
year was significantly higher than that of 
Rs 22,674 crore in 1987 (Table 1). 

Viewed in this context, the principal 
factor contributing to faster expansion of 
money was governmental indebtedness to 
the banking system. Net bank credit to 
government rose by Rs 14,897 crore or 
18.2 per cent as compared to Rs 12,524 
crore or 18.0 per cent last year. Reserve 
Bank of India’s lending to government, 
especially to the central government, at 
Rs 9,043 crore was about Rs 3,036 crore 
larger than chat in 1987. Higher bank 
credit to the commercial sector (Rs 15,905 
crore as compared to Rs 12,139 crore) also 
contributed to the expansion in Mj. The 
impact of the external sector on domestic 
monetary expansion continued to be 
positive and was almost of the same 
magnitude as last year. 


Selected indicators pertaining to 
scheduled commercial banks’ financial 
operations show that their aggregate 
deposits surged strongly by Rs 20,832 
crore or by 17.6 per cent during the calen¬ 
dar year 1988 against Rs 16,207 crore or 
15.8 per cent in 1987. The faster accretion 
to deposits can be partly explained by the 
sizeable increase in the reserve money ex¬ 
pansion following runaway rise in govern¬ 
mental borrowing from the RBI. Both de¬ 
mand deposits and time deposits shared 
in the expansion. Also bank credit expan¬ 
sion during the year at Rs 11,173 crore or 
16.2 ^r cent was higher than the rise of 
Rs 7,342 crore or 11.9 per cent last year. 
Food credit registered a decline of 
Rs 1,486 crore but the decline was’lower 
than in 1987 (Table 2). Thus the rise in 
bank credit was mainly accounted by non¬ 
food credit. Disbursal of credit to trade, 
industry, etc, was considerably higher than 
in the comparable period last year. 
Average non-food credit-deposit ratio in 
the event rose from 55.7 to 56.5 in 1988. 
Investments of banks bulged by Rs 8,133 
crore or 17.7 per cent during the year as 
compared to Rs 8,694 crore or 23.4 per 
cent during 1987. The increase in the 
liquidity helped the banks to reduce their 
borrowing from RBI to the tune of Rs 22 
crore. 
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1988 

1987 

1986 

1985 

1984 

Currency 

4034' 

4827 

2842 

2162 

3672 


(12.8) 

(18,0) 

(11.9) 

(9.9) 

(20 3) 

Demand deposits 

.3184 

2002 

4067 

2781 

2080 

Other 

(12.9) 

(8.8) 

(21.8) 

(17.6) 

(15.1) 

depositswith RBI 

- 112 

61 

-3 

-13 

-145 

M| 

7106 

6890 

6906 

4930 

5897 


(12 6) 

(13.9) 

(16,1) 

(13 0) 

(18.4) 

Time deposits 

19038 

15784 

14223 

12047 

9339 


(18.3) 

(17.9) 

(19.2) 

(19.4) 

(17.7) 

M, 

26144 

22674 

21162 

16944 

15236 

Sources of Change 

(16.3) 

(16.4) 

(18.1) 

(17.0) 

(18.0) 

Net bank credit 

14897 

12524 

II21I 

10560 

8257 

to government 

(18.2) 

(18.0) 

(19.3) 

(22.3) 

(21.0) 

Reserve Bank 

9043 

6007 

6265 

9999 

4244 


(17.7) 

(13.4) 

(16.2) 

(34.8) 

(17.3) 

Other banks 

5854 

6517 

4946 

561 

4013 

Bank credit to 

(18.9) 

(26.7) 

(25.4) 

(3.0) 

(26.9) 

commercial sector 

15909 

12139 

12152 

9551 

10669 


(15.5) 

(13.4) 

(15.5) 

(13.9) 

(18.3) 

Reserve Bank 

577 

400 

348 

300 

529 


(15.1) 

(11.7) 

(11.3) 

(10.8) 

(23.5) 

Other banks 

15322 

11739 

11804 

9251 

10140 

Net foreign exchange 

(15.5) 

(13.5) 

(15.7) 

(14.0) 

(18.1) 

assets 698 

Government’s currency 

6% 

1313 

570 

1232 

liabilities 

Net non-monetary 

73 

204 

273 

107 

50 

liabilities 

5433 

2889 

3787 

3844 

4972 


Note: Figures in brackets are percentage increases over the year. 


Table 2: Operation oe St heihh rn CoMMLRt iai Banks 

(Rs crore) 



1988 

1987 

1986 

1985 

1984 

Aggregate deposits 

20832 

16207 

16944 

13746 

10485 


(17.6) 

(15.8) 

(19.8) 

(19.2) 

(17.1) 

Demand deposits 

2597 

1441 

3683 

2449 

1778 


(12.2) 

(7.3) 

(22.8) 

(17.9) 

(14.9) 

Time deposits 

18235 

14766 

13261 

11297 

8707 


(18.7) 

(17.9) 

(19.1) 

(19.5) 

(17.9) 

Bank credit 

11173 

7342 

7748 

5909 

7671 


(16.2) 

(11.9) 

(14.4) 

(12.3) 

(19.0) 

Food credit 

-1486 

-2745 

-496 

457 

1459 


-(52.3) 

- (49.1) 

-(8.2) 

(8.1) 

(35.0) 

Non-food credit 

12659 

10087 

8244 

5452 

6212 


(19.2) 

(18.0) 

(17.3) 

(12.9) 

(17.2) 

Investments 

8133 

8694 

7237 

2454 

5525 


(17.7) 

(23.4) 

(24.1) 

(8.9) 

(25.2) 

Borrowing from RBI 

-22 

1082 

-34 

-1033 

802 


-0.3) 

(190.5) 

-(5.6) 

- (63.2) 

(96.3) 

Credit-deposit ratio 






Average 

57.5 

58.1 

60.2 

63.0 

66.9 

Incremental 

53.6 

45.3 

45.7 

43.0 

73.2 

Non-food credit- 






deposit ratio 






Average 

56.5 

55.7 

54.7 

55.9 

59.0 

Incremental 

60.8 

62.2 

48.7 

39.7 

59.2 

Investment-deposit ratio 





Average 

38.7 

38.7 

36.3 

35.0 

38.3 

Incremental 

39.0 

53.6 

42.7 

17J 

52.7 


Note: Figures in brackets are percentage increases over the year. 
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Changes in Holi in Bihar . 

DN 


In the course of the lower castes acquiring dignity it is not only 
practices like wearing clothes of one's choice, sitting on a cot, etc, 
that have changed, but also the manner in which festivals and 
social occasions are celebrated. An example of this change is 
provided by the holi festival in Bihar. This democratic advance is 
now not confined to those villages in which actual struggles have 
taken place, but is a general feature of village Bihar. 


MANY commentators have observed that 
in the more than decade-long agrarian 
movement in Bihar, one of the most com¬ 
monly used terms is ‘izzat’ (dignity). The 
people of the lower castes, both men and 
women, see this as an essential aspect of 
the long struggle they have been waging. 
The struggle is as much, even more, for 
asserting the dignity of the people of the 
lower castes, as it is for wages or land. The 
simplest rights that, say, city people take 
for granted, were not earlier available to 
the lower castes in the villages. Even if 
they had the money (acquired by someone 
in non-agrarian employment) they could 
not wear clothes of their choice. There are 
innumerable instances of people being 
beaten up for daring to wear clean clothes 
or a brightly-coloured sweater. As Marx 
had pointed out in differentiating the 
wage labourer from the serf or slave, the 
former was only quantitatively restricted 
in consumption, while the latter was also 
qualitatively restricted. Qualitative restric¬ 
tions on consumption and on behaviour 
have been very much part of the caste 
system. Besides restrictions on cohsump- 
tion, the lower castes also faced other 
restrictions, like not walking through 
upper caste bastis wearing footwear, or 
carrying an umbrella. Sitting.on a cot in 
the presence of upper caste persons was 
unthinkable. Upper caste names were also 
taboo for the lower castes—the dalits had 
perforce to have names like Dukhi Ram, 
and so on. 

The subjugation of the lower castes was 
most apparent and cruel in the case of 
lower caste women. Though the ‘dola' 
tradition (the doli or palki carrying the 
woman marrying into the village stopping 
first at the landlord's house) is a matter 
of the past, yet women of the lower castes 
were generally forced to sexually submit, 
to men of the upper castes. 

These restrictions on behaviour, sexual 
oppression and so on, were very much 
part of the feudal system, related to the 
pervasive role of extra-economic coercion 
and personal bondage. The rules of 
behaviour, qualitatively different for the 


various castes, also helped instill in the 
lower castes the necessarily different roles 
of different castes in society. As in ail 
systems of oppression and exploitation, 
here too it was necessary that the lower 
orders accept their position in society as 
being just, if not pre-ordained. Such an 
ideology is crucially important in a system 
that ranks people by birth, whether the 
ranking be of estates (as it was in medieval 
Europe) or of castes (as in India). 

Movements challenging the feudal 
order then necessarily had also to 
challenge the imposition of qualitatively 
different rules of behaviour for different 
castes. This was so in the case of both 
those that merely sought a higher position 
in the caste order and of those that 
challenged caste itself; with the difference 
that in the formei case the dignity sought 
was- not one which would embrace all 
castes, as it was in the latter case. 

The struggle for dignity has gone 
through two major phases in Bihar. In the 
1920s it was taken up by the economically- 
advancing peasant castes, Kurmi, Koeri 
and Jadhav. Organised in the Diveni 
Sangh, they not only refused to do begar 
(unpaid labour) for the landlords and 
others of the upper castes, but also began 
to adopt upper caste nsunes, wear the 
sacred thread, and so on. For their daring 
to adopt upper caste practices they were 
often attacked by the upper castes. Ac¬ 
counts of Patna and Gaya districts, the 
storm-centres of this movement, mention 
many instances of such clashes between 
the upper and the backward castes. In the 
post-1947 period, this movement of the 
backward castes spread to other aireas of 
Bihar under the leadership of the 
Socialists, and threw up an important 
leader in Karpoori Thakur. 

The untouchable castes, however, do 
not seem to have got much relief from this 
movement of the peasants and others of 
the backward castes. As recently as the 
late 1970s they were subjected to the 
various indignities mentioned above. It is 
only with the rise of the naxalite move¬ 
ment that this has changed. It has required 


an armed struggle (whether politically of/ 
tactically correctly-hsd is another questioajl) 
to win some dignity for the dalits. ; 

In the course of the lower castes acquif- , 
ing dignity, it is not only practices, like 
wearing clothes of one’s choice, sitting on 
a cot, and so on, that have changed, but 
also the manner in which festivals and 
social occasions are celebrated. An exam- 
ole of this change is provided by the holi 
■estival. 

In the manner in which it used to be 
observed in Bihar, holi represented very; 
directly the subjugation of the lower 
castes, of lower caste women in particidar. 
The singing of sexually explicit songs and 
the prevalence of sexual licence on that 
day, have been related to ancient fertility 
rites. But the sexual licence is not some¬ 
thing general. Within the upper castes it 
is restricted to the 'bhabhi-devar' relation¬ 
ship. The rules of endogamy in Bihar (at , 
in north India, as a whole) do not permit 
marriage within a village, even between 
persons belonging to different gotras. At 
a result, all women of the village stand in 
a relation of ‘sister’ to their contem¬ 
poraneous men. Holi cannot be pitted , 
between these groups, but only between 
these men and those marrying into the 
village (i e, ‘bhabhis’). Further, there is no 
question of lower caste men playing holi 
with upper caste women. Within the lotwr 
castes, the rules of village endogamy tg)pty 
to playing holi, just as they do within the 
upper castes. But there is no such restric¬ 
tion on men of the upper castes vis-a-vis 
women of the lower castes. Women of the ■ 
lower castes, whether daughters or, 
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diughtm-in-law of the village, may be at- 
'tacked with impunity by upper caste men, 
in the name of playing holi. 

Other caste and patriarchal factors 
prevailed in holi. Formerly there used to 
be one holi fire lit in a village. The un¬ 
touchable castes were not allowed to par¬ 
ticipate in lighting this fire. Again, sing¬ 
ing teams formed to go around the village 
singing holi songs (‘phagua’) would not 
contain dalit men in the mixed caste 
groups. The various singing teams would 
congregate, in a manner of paying respect, 
in front of the landlord’s house, where 
they would be supplied with bhang. The 
‘phagua’ songs are of two kinds—songs 
about Ram, Laxman and KrLshna and sex¬ 
ually explicit songs about women. While 
the sexually explicit songs would be sung 
in all hastis of the village, it was only in 
the lower caste bastis that particular 
women would be named in the songs. The 
lower castes also had their houses splashed 
with dirt. 

When the dalits got organised, the first 
thing they usually did was to light a holi 
lire in their own basti. With the struggle 
advancing, many other aspects of holi 
changed. In a major gain of ‘izzat’, up¬ 
per caste men no longer dare molest lower 
paste women or sing songs about them. 
Nor can they dare smear dirt on lower 
caste houses. These changes have been 
brought about by a fear of retaliation, 
along with the democratisation among 
non-landlord sections of the upper castes. 

The singing teams have also split up 
into caste groups—the upper castes, with 
a small section of the backward castes 
(say, banias) may form a team; while the 
lower castes have various teams, often of 
mixed composition. Ibams have stopped 
serenading the landlords, choosing other 
places, like a school, at which to assem¬ 
ble. While the naming of women in the 
sexually explicit songs has more or less 
completely stopped, in some places even 
the content of the ‘phagua’ songs is 
changing. Singers from the lower castes, 
having themselves participated in the 
ongoing, struggle, are now inserting 
revolutionary content into the ‘phagua’ 
songs. It is interesting to note that the 
writers of songs are also those who sing 
them, the separation of song-writer and 
singer not having taken place. 

What the above account shows is that 
there has been some change in the man¬ 
ner of observing holi—an at least partial 
democratisation of holi, going along with 
the advance of the democratic movement 
in the villages of Bihar. This democratic 
advance is now not confined to those 
villages in which actual struggles have 
uken place, but is a general feature of 
village Bihar. 
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Empty Promises, No Action 

Sujit K Das 


After four years of vmtiag vainly for the authorities to act, the 
women gas victims of Bhopal have filed a writ petition charging 
the government of India with the responsibility of helping them 
stay alive until such a time as the compensation money becomes 
available. 


IN late 1987, around the time of the third 
anniversary of the Bhopal gas disaster, the 
government of India expressed reluctance 
to pursue the compensation litigation and 
be^ negotiation with the Union Carbide 
Corporation (UCC) for an out-of-court 
compromise settlement. This provoked the 
Bhopal gas victims, particularly Bhopal 
Gas Pedit Mahila Udyog Sangathan, a 
10,000 strong mass organisation of 
women gas victims, to come out on the 
streets of Delhi and Bhopal in big rallies 
to resist the compromise manoeuvre. A 
compromise, they said, would let off the 
UCC from even the moral liability of the 
biggest human massacre due to transna¬ 
tional culpability. A number of opposi¬ 
tion MPs took up the cudgel in the Lok 
Sabha, denounced the compromise pro¬ 
position as a sell-out to the transnational 
and staged a walk-out in protest. Even¬ 
tually. the government abandoned the idea 
of compromise. Since then, the scene of 
the Bhopal battle has shifted to the court 
rooms. 

The struggle of the Bhopal gas victims 
has been beset with legal issues from the 
very early days. After four years, when 
memory of the Bhopal gas disaster has 
receded a few legal issues have steadily 
been gaining - importance, causing 
headache to the authorities. Way back in 
August 1985, the gas victims moved a writ 
petition in the Supreme Court demanding 
medical treatment. The order of the 
Supreme Court in response to this peti¬ 
tion is, in one sense, unique. The court 
upheld the victims’ claim that they have 
a right to receive medical treatment from 
the government, and appointed an expert 
committee to review all that has been done 
by the authorities, to undertake necessary 
surveys and submit a comprehensive 
scheme of medical relief and rehabilita¬ 
tion for the gas victims. The expert com¬ 
mittee; after functioning for one year, split 
into a majority faction of Five offidal 
members and a minority of two non- 
official members. The majority group, in 
its one-and-half-page report to the 
Supreme Court, stated that the govern¬ 
ment had taken all necessary measures for 
the treatment of t/a victims. The minority 
oqieTts submitted three reports of about 
500 pages. 


The minority reports have shown that, 
contrary to UCC’s repeated claims that 
there is no question of systemic and per¬ 
sistent poisoning from exposure to the 
leaked gas, an overwhelming number of 
the victims are still suffering from 
multisystemic ailments; the death rate 
among them has gone up, the spon¬ 
taneous abortion rate has increased; 
physical and facultative development of 
the children has been undermined to 
various degrees. There is long-term posi¬ 
tive risk to cancer and genetic disorders. 
With regard to performance of the autho¬ 
rities, the minority reports have disclos¬ 
ed a scandalous story of inept, arbitrary, 
directionless work of the leading medical 
and scientific research institutions of the 
country, who were entrusted with medical 
relief and research in Bhopal worth .several 
crores of rupees. The most subverting ele¬ 
ment, the minority reports suggest, is the 
policy of secrecy adopted early at a higher 
level of .scientific or political administra¬ 
tion of the government, which undermin¬ 
ed the standard of research, prevented co¬ 
ordination among scientists and put a bar¬ 
rier to publication of results of researches, 
thereby pre-empting their open scientific 
scrutiny. The outcome has, therefore, been 
disappointing. The composition of the 
leaked gas has not yet been determined, 
no exact picture of the effects of the 
poison in the bodies of the victims is 
available; though the role of the antidote 
sodium thiosulphate has not been evalu¬ 
ated, a sanctioned research project to 
search tor a suitable antidote to poisoning 
by MIC and its products ha.s been 


abandoned. 

The story of rehabiliiaiion is, even more 
disappointing The question ot medical 
rehabilitation of the disabled s ictims has 
never been taken up seriously. This year, 
when the gas victims drew the attention 
of the Supreme Court to this aspect, the 
state government explained, in its af¬ 
fidavit, that a draft scheme for occupa¬ 
tional therapy had been sent to the Na¬ 
tional Institute of Occupational Health, 
(NlOH) Ahmedabad, and the latter's 
comments were awaited. Yet, after four 
years, the scheme awaits sanction. 

The matter of economic rehabilitation, 
however, engaged the attention of the 
government quite early. In August 1985, 
Motilal Vora, the then chief minister of 
MP, announced with much fanfare, a 
Rs 322-crore rehabilitation scheme. The 
scheme had at once been denounced by 
the gas victims as a ‘cruel joke’ on them. 
Only Rs 38 crore out of the amount, they 
pointed out, was allotted for the welfare 
of the real victims and improvement of 
their habitat, while the rest was earmarked 
for such unrelated projects, e g, a new air¬ 
port. expansion of railway station and bus 
terminus, construction ol botanical 
garden, recreational parks, boat club in 
Bhopal lake, etc. Not much has been 
heard about this scheme since, though the 
government from time to time issued 
statements claiming effective measures for 
economic rehabilitation. Only recently, 
concrete information has been di.scio.sed 
in the affidavit filed by the state govern¬ 
ment in the Supreme (.'ourt. Widows of 
the dead victims are given Rs 200 per 
month as pension; 2,200 women have been 
given employment as day labourer (Rs 250 
per month approximately) in 38 newly 
established workshops, of which only 11 
are now functioning; 4.300 persons were 
imparted vocational training but it has not 
been disclosed how many of them later 
obtained employment; loans ranging froip 
Rs 4,000-5,000 have been granted for self- 
employment to 17,000 persons, and local 
enquiries indicate that only about 10 per 
cent of them have somehow built up some 
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sort of self-employment, the rest spending 
the money on fbod, medicare and loan 
repayment. It mpy be mentioned here that 
over five lakh persons have so far formally 
claimed compensation as gas victims. 

Reviewing the actual state of affairs 
regarding rehabilitation in detail and sket¬ 
ching a comprehensive outline of the tasks 
involved in carrying out proper medical 
relief and research, the minority expert 
reports have recommended that an inde¬ 
pendent National Medical and Rehabilita¬ 
tion Commission be appointed by the 
Supreme Court to undertake, direct, co¬ 
ordinate and supervise medical relief and 
rehabilitation for the Bhopal victims. Lest 
this Commission fall victim to govern¬ 
mental bureaucracy and incompetence, 
the minority experts have submitted a list 
of names of people who should be made 
members of the commission. This in¬ 
cludes established specialists in the rele¬ 
vant disciplines as well a.s persons of social 
eminence, e g. V R Krishna Iyer, Baba 
Amte, etc. It has been stressed that the 
commission would be responsible to the 
Supreme Court. It is expected that the 
order of the court on these recommenda¬ 
tions may be issued shortly 

Recently, a very significant litigation 
has come up in the Supreme Court. The 
Bhopal Gas Pedit Mahila IJdyog Sanga- 
than has filed a writ petition in August 
1988, demanding from the government, a 
subsistence allowance of Rs 1000 per 
month for each victim The gas-exposed 
women argue that the government, by 
virtue of The Bhopal Gas leak Disaster 
(Processing of Claims) Act 1985, has 
deprived them of their right to sue UCC 
for compensation and they have not yet 
received a single paisc as compensation. 
On the other hand, the gas victims are not 
only suffering physically but have finan¬ 
cially been crippled. What with loss of 
employment, drop in’income, loss of 
physical ability to labour, medical e.x- 
penses, etc, they have exhausted all their 
life’s savings. 

The question of daily livelihood is now 
the most crucial problem for them. It is 
the duty oT the government of India, the 
women assert, to help them stay alive till 
the compensation money is available for 
disbursement. Hence, this claim for sub¬ 
sistence. This litigation has caught the 
government in a terrible quandary. True, 
there is no constitutional obligation or 
legal compulsion to make the government 
responsible for subsistence. But social 
dynamics often operate beyond the legal 
framework. The experience of the masses 
in many democratic movements and pro¬ 
motion of the concept of the welfare state 
by the rulers themselves, has made an im¬ 
pact on culture and values; the Indian 
polity has now developed certain values 


which make it incumbent upon the state 
to provide subsistence to the victims of 
mass disasters, e g, floors, earthquake, 
not, etc. The Bhopal disaster is no less. 
Under such socio-political compulsion, 
the government has not thought it prudent 
to tell the Supreme Court that it has no 
legal responsibility for subsistence. The 
government has only tried to employ 
delaying tactics in the way of judicial pro¬ 
cedure but has not yet been successful. 

Looking at the current developments, 
one may also discern certain indications 
of growing seriousness among the con¬ 
cerned circles. Disturbed by the minority 
reports’ exposure of its incompetence and 
inept functioning, the Indian Council of 
Medical Research is reported to be going 
through a series of exercises to make 
amends and seeking help of scientists 
from outside its fold. The Supreme Court 
has shifted the hearing of both the cases 
of medical relief and subsistence from the 
division bench to the full constitution 
bench. UCC has been made a party to the 
earlier litigation and has been asked to 
furnish ail information in its possession 
relating to MIC poisoning and its therapy. 
Lately, the Attorney General has taken 
over on the government side and is per¬ 
sonally conducting the cases. Some time 
back, a strong delegation of top Con- 
grc.s.s(l) leaders of MP has met the prime 
minister in a deputation, urging the 
speedy assistance of the government for 
the implementation of a rehabilitation 
scheme submitted by the state govern¬ 
ment. 


lb this series of events, one may add 
that the award of Rs 350 crore as interim 
relief by the Bhopal district court has 
brought in a wind of hope in the frust¬ 
rated atmosphere of the gas victims. 
Though this award has been contested in 
the high court and the Supreme Court and 
no money has yet been paid, there is no 
doubt that the award itself has brought 
an improvement in the prevailing mood 
of despair. In this situation, the opposi¬ 
tion political parties and the MPs could 
have done a lot to bolster the demands of 
the gas victims by putting pressure on the 
government, but, for inexplicable reasons,. 
the Bhopal disaster has never been able 
to persuade them to move towards poli¬ 
tical action. The government of India on 
Its part, has assumed the responsibility for 
medical relief, rehabilitation and compen-- 
sation litigation on its shoulders, but 
curiously, the gas victims have never been- 
consulted by the government functiona¬ 
ries. A number of voluntary organisa¬ 
tions, working on behalf of the gas ’/ic- 
tims, have collected valuable scientific 
evidence relating to MIC poisoning, but 
the authorities have virtually ignored the 
findings of those studies. In fact, on oc¬ 
casion, the government and the gas vic¬ 
tims were at loggerheads in their common 
struggle against the transnational’s 
resistance to make amends for the Bhopal 
disaster. In this context, the court battle 
atisumes importance and its outcome may 
bring some positive relief to the gas vic¬ 
tims in the course of four long years of 
struggle for justice. 
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End of Credit Authorisation Scheme 

Requiem for Credit Control? 

S R Krishna Iyer 

With the virtual withdrawal of the Credit Authorisation Scheme 
the Reserve Bank has relinquished a major tool of credit policy. 
The beneficiaries of the move, the large borrowers from 
commercial banks, have already started gunning for further 
concessions including the scrapping of the credit norms prescribed 
by the Thndon and Chore committees. It is Just a few steps before 
the very concepts of credit control and credit policy are 
questioned. 


I HERE is jubilation all round that the 
Credit Authorisation Scheme (CAS) in¬ 
troduced in 1965 has now been virtually 
withdrawn. Although the Reserve Bank 
has said that it will undertake post- 
sanction scrutiny of cases having credit 
limits of over Rs 5 crore, those concerned 
know that this does not mean much and 
IS only put there to stress that the RBI is 
still retaining some control to see that 
ciedit is deployed on the right lines. 
Business and industry are agitating for 
discontinuation of even this post-sanction 
scrutiny and it will not be long before this 
IS also agreed to. The clout of business 
and industiy is quite strong now and with 
elections not being far off their bargain¬ 
ing power has also increased. The govern¬ 
ment has been very liberal in loosening 
control and in giving manifold conces- 
.sions to business and industry in the past 
few years. Some quarters have expressed 
doubts that industry has not responded 
adequately to the concessions by increas¬ 
ing output, improving efficiency and 
reducing costs. Business and industry have 
long been arguing that finance is extreme¬ 
ly costly and because of CAS adequate 
and timely credit was not available. 
Government seems to be in agreement 
with these arguments and there were un¬ 
confirmed reports that the government 
was pressurising the Reserve Bank to 
soften on both the fronts. 

The Reserve Bank appeared to be 
initially chary about it. The latest annual 
report of the Reserve Bank had expressed 
serious concern about the inflation 
prevailing in the economy and also the 
danger of further inflation during the cur¬ 
rent year, going by the experience of post¬ 
drought years in the past. In the circum¬ 
stances, the Reserve Bank appeared to be 
in favour of caution as the keynote in its 
monetary and credit policy for 1988-89 
and stipulated that the monetary expan¬ 
sion should not exceed 17 per cent (the 
average for the previous three years) in 
1988-89. The change of gear, as somebody 
put it, by the Reserve Bank in the new 


credit policy for the second half of 
1988-89 announced on October 8, 1988, 
came as a big surprise to many econo¬ 
mists. The concessions announced ap¬ 
peared to be even beyond what the 
business and industry expected. 

The most important of the concessions 
is undoubtedly the lifting of the CAS. 
There is also a reduction of half per cent 
in the lending rate for prime borrowers at 
a time when normally interest rates should 
have been hiked up to ensure that credit 
is taken only for genuine purposes. The 
Reserve Bank never tires of saying that for 
the piiorily sectors what the banks have 
to give is adequate and timely credit and 
not itiuch importance need be given to the 
concessional rate of interest. In the name 
of increasing efficiency, the transfer of 
borrowal accounts from one bank to 
another bank has been made easy. This 
would enable the prime borrowers to play 
one bank at^ainst another and get the 
maximum benefit. 

EvoiUTifiN ot CAS 

When the CAS was introduced by the 
Re.serve Bank in November 1965, the aim 
was to closely align the growth of bank 
credit to the requirements of the Plan and 
use the measure as an additional measure 
of credit regulation. The objectives were 
enlarged and redefined in May 1978 as 
follows; to ensure that the additional bank 
credit is in conformity with the approved 
purpri.ses and pnorities and that the larger 
borrowers do not pre-empt scarce resour¬ 
ces; to enforce financial discipline on 
larger borrowers where necessary on 
unifoim principles; to ensure where a bor¬ 
rower is financed by more than one bank 
that the customer’s proposal is asscs.sed 
in the light of the i.ilorniation available 
with all banks; and to bring about im¬ 
provement in the techniques of credit 
appraisal by banks and their system of 
follow-up. Thus, by broadbasing the 
objectives of CAS, an attempt was made 


to enlarge its scope with a view to ensur¬ 
ing a greaier degree of credit discipline on 
the pail ol banks as well as boriowers.' 

Over the years, the CAS has undergone 
a series of changes. Sonic ol them are 
structural Thus, the cut-off point, which 
was Rs I croie to start with in 1965, was 
raised to Rs 2 ciorc in Nosember 1975 and 
Rs 3 crore in August 1982. In November 
1982 it was raised to Rs 5 ciore for export- 
oriented manufacturing units. Certain ad¬ 
justments in the provisions of the scheme 
in regard to the requirement or otherwise 
on obtaining prior authorisation from 
RBI in particular situations have also been 
made from time to time In May 1971, 
term loans to non-CAS borrowers above 
a particulai cut-off point were brought 
within the ambit of the scheme. The CAS 
was applicable to both private and public 
sectors to start with but the latter was 
taken out of its purview in May 1969. The 
scheme was, however, made applicable to 
the public sector again in March 1973 with 
a higher cut-off point of Rs 3 crore in 
respect of working capital facilities (as 
against Rs 1 crore applicable to the private 
sector at that time) and Rs 1 crore in 
respect of term loans (as against Rs 25 
lakh then for private secioi). In 1982, the 
cut-off point for working capital facilities 
provided to pt ivate sector borrowers was 
brought on pai with that for borrowers 
in the public sector T he cut -off point for 
working capital limits ftir exemption from 
prior authorisation of RBI was raised to 
Rs 4 crore in November 1983 The cut-off 
point for individual term loan (repayable 
over a period exceeding three years> 
granted to non-CAS parties in the private 
sector was further raised to Rs 1 crore in 
April 1984 and brought on par with that 
for public sector borrowers. Tkking into 
account the increase over time in the 
volume and number of transactions with 
the CAS, the cut-off point in CAS work¬ 
ing capital limits was raised to Rs 6 crore 
from Rs 4 crore with effect from April 4, 
1986. Effective from same date, the cut¬ 
off point for working capital limits to 
manufacturer/trader exporters was raised 
to a uniform Rs 7 crore against the dif¬ 
ferential cut-off points thereto of Rs 5 
crore for manufacturer exporters and Rs 4 
crore for trader exporters. The cut-off 
point for cases of working capital limits 
which banks had to report for post- 
sanction scrutiny was raised frrjm Rs 1 
crore to Rs 2 crore. 

For the first few years aftet its introduc¬ 
tion, the CAS meant no more than a 
scrutiny of proposed credit facilities with 
a view to ensuring that large borrowers 
were not unduly favoured by the banks. 
In 1970 came the next stage when some 
uniformity was .sought to be ensured in 
regard to the basic data relating to the 
credit proposals which were submitted by 
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the differem banks to the Reserve Bank 
while seeking prior authorisation. The in¬ 
flationary years of 1973 and 1974 pro¬ 
mpted a closer look at the role of CAS 
as a credit regulatory measure. A scien¬ 
tific assessment of the genuine credit 
needs of industry was sought to be made 
the basis of bank lending. The Study 
Group to frame Guidelines for Fbllow-up 
of Bank Credit (more commonly known 
as the TIindon Committee) which was ap¬ 
pointed by the RBI in 1974 came up with 
guidelines for assessing the requirements 
of industry and in addition proposed 
specific norms for Inventory and receiva¬ 
bles for 15 major industries. The guide¬ 
lines related to the extent of financing to 
be undertaken by banks of the ‘net work¬ 
ing capital gap' defined as the difference 
between current assets and current liabi¬ 
lities excluding the portion represented by 
short-term borrowing from banks. These 
guidelines were incorporated in the CAS' 
scrutiny of credit poipo-sals. 

TANDON and C’HDRt- COMMiril I S 

A further tightening up of scrutiny of 
credit proposals coming under the purview 
of CAS was effected when most of the 
recommendations of the Working Group 
to Review the Sy.stem of Cash Credit ap¬ 
pointed by RBI (better known as the 
Chore Committee) were accepted by the 
Reserve Bank. The focus of the Chore 
Committee recommendations based on 
the experience gained in the operation of 
the Tandon Committee guidelines and in¬ 
ventory norms, wa^ on ensuring that the 
borrowers themselves financed their work¬ 
ing capital requirements to a larger extent 
than in the past through internal resources 
and long-term funds. The Chore Commit¬ 
tee also emphasised the need to ensure 
better supervision and control over bor¬ 
rowers and recommended specific formats 
for the u.se of banks for obtaining details 
of quarterly operating data and forecasts 
of funds requirements from borrowers. It 
also stressed the importance of the banks 
undertaking regular annual reviews of 
credit limits based on detailed informa¬ 
tion provided by borrowers in the prescrib¬ 
ed formats. 

The Tandon Committee guidelines were 
applicable to all credit limits of Rs 1 
million or more With the implementation 
of the Chore Committee recommenda¬ 
tions by RBI, borrowers with credit limits 
of Rs 5 million or more were additionally 
required to ensure that their current assets 
were financed to the extent of at least 25 
per cent through long-term funds which 
in effect meant maintenance of a minimum 
current ratio ol 1.33 : 1 as compared to 
1 ; 1 for other borrowers under Method 
I of lending prescribed by the Thndon 
Committee, which envisaged that 25 per 
cent of the working capital gap would be 


met by the borrower from non-bank 
sources of funds The higher current ratio 
1.33 : 1 corresponded to Method II of 
lending under the Tandon Committee 
guidelines which sought a gradual reduc¬ 
tion in the dependence of borrowers on 
bank finance progressively through the 
application of Method I and then 
Method 11 of lending. 

With the incorporation of the guide¬ 
lines of the Tandon Committee and the 
Chore Committee in the CAS exercise, 
bank lending to industry came increasing¬ 
ly under the direct supervision of the 
feserve Bank of India. In 1982, it was felt 
that an independent review of the Credit 
Authorisation Scheme, which had been in 
operation for several years, would be 
useful and accordingly the Rc.serve Bank 
of India appointed a committee in 
Novembei 1982 to review the working of 
the CAS. The committee which came to 
be referred to as the Marathe Committee 
submitted its report in July 1983. 

The Marathe Committee which was 
given wide terms of reference to examine 
CAS “from the point of view of its opera¬ 
tional aspects” stressed that the “CAS is 
not to be looked upon as a mere regu¬ 
latory measure'which is confined to large 
borrowers. The basic purpose of CAS is 
to ensure orderly credit management and 
improve the quality of bank lending so 
that all borrowings, whether large or 
small, are in conformity with the policies 
and priorities laid down by the Central 
Banking Authority. If the CAS scrutiny 
has to be limited to a certain segment of 
borrowers, it is only because of administ¬ 
rative limitations or convenience; and it 
should not imply that there are to be dif¬ 
ferent criteria for lending to the borrowers 
above the cut-off point as compared to 
those who do not come within the pur¬ 
view of the Scheme.” Further, the commit¬ 
tee was of the view that “It is not possi¬ 
ble to avoid delays or improve quality of 
lending merely by concentrating on a 
single point. The borrowers have to do 
their bit by providing all necessary and 
relevant information in time and in ade¬ 
quate detail. The long time taken in com¬ 
mercial banks in processing application 
has to be reduced by suitable organisa¬ 
tional changes. Similarly, the time taken 
for scrutiny in the Reserve Bank also re¬ 
quires attention partly because it is the last 
stage of the process, and because of earlier 
delays, it is found irksome by the bor¬ 
rower. Improvement in the system as a 
whole has to be conscious and continuous 
process in order to achieve the desired 
results” 


Marathe Committee’s 
Recommendations 

The major recommendation of the 
committee was in the area of providing 


“an incentive for the borrowers to comply 
with all the requirements of the scheme 
including the information system and for 
the banks to improve the quality of credit 
appraisal”. It recommended that banks be 
allowed discretion to deploy credit in CAS 
cases, which fulfil the following require¬ 
ments without the RBI's prior authori¬ 
sation: 

(i) The estimates/projections in regard 
to production, .sales, chargeable cur¬ 
rent assets and current liabilities 
(other than bank borrowings) and 
net working capital are reasonable 
in terms of past trends and norms 
(wherever specified), and assump¬ 
tions regarding most likely trends 
during the future projected period. 

(ii) The classification of assets and 
liabilities as ‘current’ and ‘non- 
current’ IS in conformity with the 
guidelines issued by the RBI. 

(ill) The projected current ratio is not 
below 1.33 ; 1 (except under exemp¬ 
ted categories) and slip back in it, if 
any, from a higher level in the past 
to the projected level is on account 
of permissible activities indicated by 
the RBI and not due to any diversion 
of fund.s outside the company. 

(iv) The borrower has been submitting 
quarterly operating statements for 
the past six months within the stipu¬ 
lated time and undertakes to do so 
in future also. 

(v) The borrower undertakes to submit 
his annual accounts promptly and 
the bank carries out the annual 
review of the facilities irrespective of 
the fact whether the borrower needs 
enhancement in credit facilities or 
not. 

The Marathe Committee envisaged that 
the “need for a regulatory role for the 
Reserve Bank in respect of industrial 
credit limits will diminish if not disap¬ 
pear” if the banks are “able to evolve an 
operational culture which will be immune 
to unhealthy pressures and which will have 
an in-built discipline in conforming to the 
broader parameters of policy laid down 
by the Central Banking Authority”. It, 
however, cautioned that the “g^ual 
diminution of the area in which prior 
authorisation by the Reserve Bank is need- 
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ed before banks can disburse credit to in¬ 
dividual parties should not therefore mean 
any erosion of its role". 

The report of the committee to revie\» 
the working of the monetary system 
(Chakravarty Committee) has neatly 
summed up the basic approach to regula¬ 
tion of credit to industry and trade 
adopted by the Reserve Bank over the 
years as follows: 

(a) The basis of bank lending should be 
changed from .security-based lending 
to lending based on funds flow. 

(b) Credit needs arc to be assessed and 
met by banks based on industry-wise 
working capital norms, deviations 
from these norms beyond the pres¬ 
cribed tolerance limits being seen as 
evidence of improper credit use by the 
borrower requiring prompt rectifi¬ 
cation. 

(c) Reliance of borrowers on bank 
finance for financing working capital 
should be progressively reduced by in¬ 
sistence on maintenance of a current 
ratio of 1.33 : 1 by a growing .segment 
of borrowers, the minimum accep¬ 
table ratio being I : 1. 

(d) Assessing of credit needs should be 
made on the basis of detailed infor¬ 
mation to be provided by borrowers 
on past performance and future pro¬ 
jections of working capital needs and 
overall performance. 

(e) Final clearance by RBI of credit re¬ 
quests for amounts above the cut-off 
point under CAS was an essential ele¬ 
ment in the credit allocation system 
as banks were not always in a position 
to resist pressure from their large 
clients, nor adequately equipped to 
undertake scrutiny of credit requests 
with the required degree of thorough¬ 
ness. 

(0 Continuous efforts are to be made by 
the borrowers, banks and the Reserve 
Bank to impiove the information 
system which is seen as the key to the 
success of the approach to the credit 
' allocation outlined above. 

Relaxation of CAS 

The Reserve Bank had been administer¬ 
ing CAS most flexibly without sacrificing 
its basic objectives, frequent raising of the 
cut-off limits bearing testimony to this 
fact. As a further measure of liberalisa¬ 
tion, a ‘fast track’ procedure was introduc¬ 
ed in 19S4 under which banks could 
release SO per cent of additional working 
capital limits sanctioned to non-exportei| 
borrowers and 75 per cent to exporter bor¬ 
rowers who were complying with thd 
specified conditioiu listed above. 

After an exhaustive review of the Credit 
Authorisation Scheme, the Reserve Bank, 
in July 1987, decided that parties who 
broadly comply with the prescribed 


discipline should be treated differently 
from those who do not. Accordingly, 
banks were permitted to release the entire 
amount of additional limits sanctioned by 
their boards of directors without prior ap¬ 
proval of the Reserve Bank in respect of 
parties who comply with the requirements 
of CAS relating to (i) method of lending; 
(ii) information system; and (iii) inven¬ 
tory/receivable norm. Further, for parties 
who conform to requirements (i) and (ii), 
banks were to have the discretion of relax¬ 
ing the norms up to 20 per cent of the 
standard norms/past trends and such 
cases did not need to be referred to the 
Reserve Bank for prior approval of 
enhanced limits. These and other deci¬ 
sions were expected to reduce the number 
of CAS cases to be referred to the Reserve 
Bank by about 35 per cent. Where cases 
had still to be referred to the Reserve 
Bank, the existing limit for temporary 
accommodation by banks up to three 
months had been raised substantially, that 
is, up to not exceeding 25 per cent of the 
existing packing credit limits and 10 per 
cent of the existing working capital (other 
than packing credit) limits, subject to an 
overall ceiling of Rs 4 crore as against R$ 2 
crore hitherto. In addition to these discre¬ 
tionary powers, banks were permitted to 
sanction a separate additional inland bill 
limit for a period not exceeding three 
months up to an amount equivalent to ten 
per cent of the existing bill limit, subject 
to a ceiling of Rs 2 crore, as against Rs 1 
crore' permitted since April 1, 1987. 

Consequent to the successive increase 
in the cut-off point, the number ot par¬ 
ties covered under CAS declined from 
1,251 in June 1982 to 598 at the end of 
June 1986 from which it increased to 644 
by the end ot June 1987. Out of 644 par¬ 
ties another 225 parties were let off the 
hook in July 1987, leaving a little over 400 
parties requiring prior authorisation from 
the Reserve Bank. Along with the libera¬ 
lisation in CAS in July 1987, the Reserve 
Bank established a procedure which en¬ 
sured disposal of CAS references to it 
within a period of one month. Measures 
were also taken to revise and update 
norms of stocks/receivables for most of 
the industries. Recently, instructions were 
issued that the proposals for term loans 
granted by banks in participation with all- 
India financial institutions need not be 
referred to the Reserve Bank for prior 
authorisation provided the share of banks 
did not exceed 25 per cent of the aggregate 
Financial assistance for Financial institu¬ 
tions and banks, taken together. 

Not Irksome 

Apparently there was nothing irksome 
about CAS especially as the Reserve Bank 
stretched to the maximum to accommo¬ 
date the views of borrowers. For those 


borrowers who conformed to the disci¬ 
pline under CAS. there was no prior 
authorisation necessary from the Reserve 
Bank after July 1987. Only those who did 
not conform to the discipline, prior ap¬ 
proval of RBI came in and here also there 
was no room for complaining about delay 
at the RBI end as the procedure for 
disposal of cases within one month after 
reference was reported to have been 
religiously stuck to. If the delay in sancr 
tioning had occurred it was for other 
reasons. One of the major cause of delay 
in sanctioning of credit limits had been 
the failure of borrowers to submit the; 
quarterly statements under the prescribed 
information system in time and in ade¬ 
quate detail. Even in the case of larger' 
borrowers whose credit requests were sub¬ 
ject to prior authorisation of the Reserve 
Bank of India, it was found that out of 
the 2,321 applications processed by the 
Reserve Bank of India in 1982, further 
particulars were sought in as many as 702 
cases. Also there were delays, often inor-j 
dinate, in processing application by the' 
commercial banks. So when the delay was 
to be accounted for by the default on the 
part of the borrowers and the commercialj 
banks, where was the logic in agitating foij 
keeping RBI out of the scheme? The game! 
is quite clear that the borrowers do notj 
want to adhere to the discipline and want 
to use their muscle and do arm-twisting 
with the lending banks, which would have 
been difficult if the Reserve Bank's super¬ 
vision continued. As noted earlier, final 
clearance by RBI of credit requirements 
for amounts above the cut-off point under 
CAS was an essential element in the credit 
allocation system as banks were not 
always in a position to resist pressures 
from their larger clients, nor adequately 
equipped to undertake scrutiny of credit 
requests with the required degree of 
thoroughness. The Reserve Bank by keep¬ 
ing out now has thrown overboard a 
sound system of credit discipline so essen¬ 
tial which has been assiduously built-up 
over the last 23 years 
The reasons outlined for withdrawing 
the present system of prior authorisation 
by the Reserve Bank under CAS has been 
given in the following terms; Since the 
relaxations introduced in July 1987 have 
been in operation for about 15 months, 
the matter has been subjected to a further 
review. An analysis indicates that the large 
majority of CAS parties are now comply¬ 
ing with the prescribed level of current 
ratio of 1.33 ; 1. There has also been 
substantial improvement in compliance 
with inventory norms and submission of 
QIS statements. Over a period of time, the 
level of inventories as a proportion of sales 
in the corporate sector has declined ap¬ 
preciably. Also, the share of priority sec¬ 
tors in outstanding bank credit has been 
rising progressively and now stands at well 
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above ihe largel of 40 per cent. It would 
thus appear that the purposes of CAS are 
being broadly achieved due mainly to the 
enforcement of the basic disciplines refer¬ 
red to earlier. These disciplines remain 
essential, are feasible and should continue 
to be cniorced. Post-sanction scrutiny is 
kept to ensure that the basic disciplines 
are being obseived. 

An Effective Tcxii Lost 

Some quarters had put it out in the 
press that many committees had suggested 
removal of C'AS. To our knowledge, all 
committees had appreciated the usefulness 
and necessity of CAS and had recom¬ 
mended continuance The Reserve Bank 
had also earlier said that CAS should be 
a permanent feature A crucial scheme has 
just been thrown away on the Reserve 
Bank finding that it would appear that the 
purposes of CAS are being broadly 
achieved. For a central bank to dilute a 
scheme so as to make it virtually ineffec¬ 
tive even while it is convinced that the 
scheme is of the utmost importance is 
something difficult to digest. Whatever 
one may say and assert, without the RBI's 
supervision, the disciplines forming part 
of CAS would gradually become things 
of the pa.st as borrowers pressurise banks 
and banks bend backwards to keep the 
custom of the large borrowers. 1b connect 
priority sector credit to CAS i^ another 
roundabout approach as everybody knows 
that priority sector targets would have 
been achieved irrespective of CAS as it 
was the continuous prodding by govern¬ 
ment and the Reserve Bank which brought 
it about. On the other hand, if the argu¬ 
ment of the Reserve Bank is to be taken 
at its face value, then by watering down 
CAS Ihe Reserve Bank is harming the 
flow of credit to the priority sector. 

It is a wonder that CAS lasted 23 years 
and suddenly the authorities realised that 
the scheme has worked wonders and 
decided that it is no longer necessary. The 
question will ever remain why the scheme 
was thrown overboard when so much im¬ 
provement could have come to the credit 
appraisal system and only little inconve¬ 
nience, if at ail, would have been there for 
a handful of large borrowers. Here also, 
amount-wise, more than 60 per cent per¬ 
tained to public sector companies who 
have never made any noise about CAS. 

An important tool of credit policy has 
been given the go by. The beneficiaries 
have already started gunning for the 
removal of Ihe last vestiges of the CAS. 
namely, the post-sanction scrutiny by RBI. 
They also want Ihndon and Chore Com¬ 
mittee norms to be set aside, as according 
to them, they are not in tune with the new 
credo of liberalisation. It is only a few 
steps further to question the very concept 
of credit control and credit policy. 


RALLIS INDIA LIMITED 


It l» hereby notifled for the Uifbimitlon of the pubUc iliu kALUS INDIA UMlTID pfopoee* 
to nuke an appUctclon to the Cemnl Gomancai bi the Depanaacot of Company AffiUn. 
New Delhi under aub-aect ton (2) of Section 22 of the MooopoUea and aestricflw IhMte Piac- 
ilcet Act. 1969 for estahllahmeniof a new undertaking Brief pardculafa of the peoposal aic 
aa under 


BALUS INDU UMITED 

Ralll Houae. 21. DS Maig, Bombay 400 001. 

Capital itructuie as on .SOih April, 1988- 
ADTHORISED (Ba laca) 

1.00.00.000 Ordinary Shares of 
Rs to/- each 1000 IH) 


ISSUED AND SUBSCRIBED: 

94.2.4,070 Ordinary Shares of 
Rs to/- each 942 31 

Add Amount paid on forfeited ahaiet U 02 

942 33 

(3) Management atruauie of the applicant organisation Indicating the names of the Diicc- 
ton Iniluding Managtng/Wboletime Directon and Maiuger If any 
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Peters -Director 



Direaor 

Mr 
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Sllverston —Dliector 

Mr 

B K Uskari 

Eaecutlvc 

Mr 
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K 

Setna —Dliector 



Director 







ft Secretary 


(1) Name and addieu of the 
appUcant 

(2) Capital atructure of the 
applicant oiganisatlon 


(4) Indicate whether the proposal The proposal tclatea the undertaking of a new 
relates to the establishment of activity by the Company's Agrochemical Division 
a New Undertaking or a New 
Unlt/DIvislon 


(4) location of the New Under- 
taktng/Unll/Oivlston 


(6) Caplial stniciuic of the Unit/ 
DIvlalon/Und ertaklng 


The new activity will be carried out through 
Rallls Agrochemical Research Station, Plot 
No 21 a 22. Phase II, Peenya Industrial Esuic. 
Bangalore 460 048 

Same as In (2) above 


(7) In case the proposal rclaiea to the production, stotagr. supply, distribution or marketing 
or control of any goods/anlclcs indicate 

(I) Names of goodaarticies - Distribution of High Yielding Variety Seeds 
<il) Proposed Licensed Not appUcabIc 

Capacity 

(111) Estimated Annual . Rs 3721 lacs 

Hutiovcr 


(8) In case the proposal relates to Not applicable 
the provisions of any services, 
sutc the volume of activity In 
terms of usual measures such as 
value. Income, lumover 


(9) Cost of the protect The proposal docs not Involve any caplal capen- 

diture. The margin money required for worfcbig 
capital flnance Is Rs. 200 lacs 


(10) Scheme of fliunce Indicating - The Maigin Money requlrcmenta will be met out 
the amounu to be raised from of the Internal reaourcca of the Company, 
each source 


Any person ImeRsKd in the matter may make a rcprcacnlalion In quadrupUcam to the 
SeciTSary. Department of Company AfBdri, Clovernnieiit of India, Sbaatrl Bhavan.^iew Delhi, 
wtihln 14 days from the date of, publication of this notice. Intimating hla views on Ihe pro¬ 
posal and Indicating the nonce of hts inicresi thereon. 

BALU8 INDIA UMITlD 
B. K. LASKARI 
EXECimVB DIREC1DR 
a SECRETARY 

Dated this 30th day of January 1989. 
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Pakistan: Through the Economic 
Minefield 

Akmal Hussain 


The conditions attached to the IMF loan agreement signed by the 
caretaker government constitute a double squeeze on the poorest 
sections of Pakistani society. And what will the country get after 
one year of such misconceived measures? A mere US $ 1.2 billion. 
Never before will so many have sacrificed so much for so little. 


WITH the emergence of democracy the 
people of Pakistan look upon their newly- 
won political freedom with justifiable 
pride This pride however is attenuated by 
trepidation, as our economic freedom 
recedes into the shadows of the IMF 
agreement signed by the caretaker govern¬ 
ment. The question is, can we rise to the 
occasion; can we win sufficient spade and 
time from the powers that be, so as to 
launch the economic initiatives necessary 
to sustain the democratic order? “Free¬ 
dom is the recognition of necessity”, said 
Hegel. In Pakistan today, it means that 
winning freedom requires understanding 
the structure within which it is restricted. 

It is only realistic to acknowledge that 
the new regime was placed in a strait- 
jacket from the very moment of its incep¬ 
tion. The challenge is to discover the 
elbow room in which to exercise the 
economic diplomacy that will win us both 
time and space—time within which the 
boundaries of our freedom can be extend¬ 
ed; space within which popular aspira¬ 
tions can be fulfilled. 

The IMF Minefield 

Let us consider the major elements of 
the economic minefield that lies ahead, 
and then see if there is a safe route across. 
There are five explosive mines beneath the 
serene prose of the IMF agreement: 

(1) The government is required to initiate 
a large increase in both the level of 
indirect taxes as well as the range of 
commodities upon which they are to 
be levied. This is to be done by means 
of increases in import surcharge; 
bringing SO additional goods under 
the grip of the existing sales tax by 
July 19^ imposing an entirdy new tax 
by the ominous name of Generalised 
Sales Tkx by July 1990. Finally, the 
government is expected to increase 
user charges on utilities such as 
telephone, telegraph, electricity and 
gas. The burdoi of such indirect tax¬ 
ation measures will be quickly passed 
on to themiddle class and low income 
groups in the form of a higher infla- 
fidh rant 


(2) What is likely to further accelerate in¬ 
flation and directly hit the poorest 
sections of society is the IMF stipula¬ 
tion that the price at which wheat is 
made available to the consumer 
should be raised to the international 
price level. Furthermore, the IMF pro¬ 
posal that the subsidy on potash fer- 
tiliiter be withdrawn and the procure¬ 
ment price of cotton, sugarcane and 
oilseeds be raised, will further stimu¬ 
late inflation by pushing up costs ot 
production. 

(3) The third important feature of the 
IMl- agreement is the sharp reduction 
required in development expenditure. 
Each ministry and division is to be in¬ 
formed that its annual allocation has 
been reduced by a specific amount. A 
reduction in development expenditure 
to the extent that it reaches the poor 
will weaken their ability to face high; 
inflation rates inevitably resulti-ng 
from the IMF package. 

(4) The IMF agreement also specifies a 
whole range of finely tuned credit 

• control policies. The basic thrust of* 
these measures is to raise the interest 
rates on government domestic bor¬ 
rowings from banks. The logic of rais¬ 
ing the cost of government borrowing 
presumably is to discourage the 
government from borrowing and 
thereby from running up large budget 
deficits. Such a policy of course can 
boomerang if the government main¬ 
tains its high level of borrowing. In 
such a case increasing the cost of bor¬ 
rowing will in fact further raise the 
budget deficit rather than reducing it. 
At the same time the IMF stipulation 
that subsidised credit directed to 
selected industries be withdrawn is 
likely to discourage industrial growth, 
especially export industries. It can be 
argued that the 11 per cent growth of 
exports that has been maintained over 
the last four years has been made 
possible by the availability of cheap 
credit to export industries. Thus the 
IMF policy of withdrawing subsidised 
credit may well result in a slow down 


of exports and hence a further in¬ 
crease in the balance of payments 
deficit. ' 

(5) Finally, there is a clause in the IMF 
agreement which can be called a slow 
fuse time bomb. The clause stipulates 
that if a provincial government spends 
more than the ceiling specified for it, 
then the federal government is re¬ 
quired to spend less than its own ceil¬ 
ing by an equivalent amount, i e, the 
federal government is required to fur¬ 
ther tighten its belt to compensate for 
the provincial governments excess. In 
a situation where one or more provin¬ 
cial governments may be non-PPP, 
such a clause could lead to an un¬ 
necessary tension in centre-province 
relations. 

Ihken as a whole it is clear that the 
policy measures proposed in the agree¬ 
ment constitute a double squeeze on the 
poorest sections of society. On the one 
hand, the burden of indirect taxation 
combined with subsidy withdrawal will 
squeeze the real income of the poor^ 
through inflationary pressures. On the 
other hand, the sharp reduction in deve¬ 
lopment expenditure to the extent that it 
reaches the poor, will weaken their ability 
to face such pressures. Thus the IMF 
policy package will in effect not only 
erode the real income of the poor, but may 
also erode the structure of the federation 
by placing a stress or. iiie economic rela¬ 
tions between the federal and provincial 
governments. And what do we get after 
one year of such misconceived measures? 
A mere US $ 1.2 billion. Never b^ore will 
so many have sacrificed so much for so 
little. 

The New Deal 

• 

It is safe to assume that the executive 
directors of the IMF are rational indi¬ 
viduals. It should therefore be possible to 
present a reasoned argument to them. We 
can show with adequate analytic rigour 
that in Pakistan's case the policy measures 
that their management staff have come up 
with are not likely to achieve the doubt¬ 
lessly laudable objectives of reducing our 
budget and balance of payments deficits. 
At the same time, the likely political con- 
sequence.s will shrivel the tender sapling 
of democracy that the people have plwted 
with so much love and so much hope. 
Pakistan has already paid a very heavy 
price in the Afghan war serving as the 
‘frontline state’ of the ‘free world*. We now 
expect this ‘free world' and its multilateral 
institutions to support us in our attempt 
to-heal the wounds of a ruptured polity 
and a shattered economy, in our own way. 

One can propose an alternative policy 
package to the IMF. The underlying argu¬ 
ment here is that if the existing deteriora- 
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tion of our infrastructure continues, if our 
exports remain agriculture based, and if 
the depletion of our human and natural 
resource base is not checked soon, then 
regardless of a cut in budget deficits, ssc 
are firmly set on the road to debt default 
in the foreseeable future. With a 15 billion 
dollar debt that ssc have at present, getting 
this money back is clearly not a short¬ 
term issue but requires at least a 15-year 
time perspective. Therefore, what the IMF 
and the World Rank should be concerned 
with IS not just cutting down budget 
deficits but rather the strengthening of our 
human and natural resource base which 
is the only guarantee of a countiy’s debt 
servicing capability in the time horizon 
under consideration. So let us strike a new 
deal which could have the following 
elements: 

(1) The IMF and the World Bank should 
arrange for help in getting a mora¬ 
torium on debt .servicing lor Pakistan 
for the next four years. This should 
apply to both multilateral aid as well 
as bilateral aid with the consortium 
countries. At the moment, almost 1.4 
billion dollars or the equivalent of 
one-fifth of government revenue goes 
into debt servicing of foreign loans. 
A moratorium on debt .servicing in 
itself will lead to a dramatic reditction 
in our budget deficit. 

(2) In return foi this facility, the govern¬ 
ment of Pakistan could give a com¬ 
mitment that the money thereby saved 
(Rs 25 billion a year) would be used 
For four purposes all of which would 
considerably enhance out debt servic¬ 
ing capability and strengthen demo¬ 
cracy: (i) Development of transport, 
communications and energy infra¬ 
structure which would be directed to 
increasing our manufactured exports. 

(ii) Provision of education, especial¬ 
ly technical training to our labour 
force half of which is currently il¬ 
literate and a drag on the growth of 
export industries. Moreover, specialis¬ 
ed professional research capability 
could be developed in higher educa¬ 
tion for strengthening our manage-, 
ment and technological capabilities. 

(iii) Provision of housing, health and 
clean drinking water facilities for 
strengthening our human resource 
base, (iv) Environmental conservation 
measures for slowing down soil ero¬ 
sion, water logging; salinity and toxi- 
fication of rivers to strengthen our 
capability to produce agricultural 
goods for a growing population. 

(3) Thie government could also strike a 
new deal with the people of Pakistan 
whereby direct rather than indirect 
taxes would be placed on the affluent 
sections. The idea here is to increase 


government revenue without gene¬ 
rating inflation. In return for the 
direct ia.xes placed on rural and urban 
elites, the governmen- could make a 
commitment to the people that the 
resultant (ax revenue would be spent 
on specific projects for providing 
infrastructure, health, housing and 
education facilities. At the same time, 
the government would undertake to 
reduce its own expenditure on ad¬ 
ministration by a substantial amount 
to give credible evidence that it is shar¬ 
ing in the sacrifice involved in pro¬ 
viding basic public services to all the 
people of Pakistan. 

Ntw Strategic Initiatives 

Apart from negotiating its counter pro¬ 
posals with the IMF, prime minister 
Benazir Bhutto could launch a three¬ 
pronged strategic initiative of acquiring 
massive new sources of foreign finance to 
win both space and time for her govern¬ 
ment. This would involve first flying to 
Tokyo to negotiate a new Pak-Japan con¬ 
sortium for launching a major reconstruc¬ 
tion effort in war-torn Iran and Iraq. 
Pakistan could seek Japanese finance and 
high technology, and offer skilled man¬ 
power, setting up factories for producing 
the required engineering goods, and con¬ 
struction materials, for export to Iran. 
.Second, a flying visit to Moscow to make 
use of the opening offered by the immi¬ 
nent end of the Afghan conflict. Benazir 
Bhutto who embodies both the vitality 
and charm of the new democratic era, is 
uniquely equipped to persuade Gorbachev 
that there is a new glasnost in Pakistan 
too, that we are turning a new leaf. She 
could not only give a commitment for a 
faithful adherence to the Geneva Accord 
but provide credible evidence of our new 
vision of seeking stability in the geo¬ 
political environment by offering to par¬ 
ticipate in the economic reconstruction of 
Afghani.stan. While we provide our train¬ 
ed manpower, aqd export our engineer¬ 
ing goods, we could seek technical and 
financial support from the Soviet Union. 
Finally, a quick trip to Washington. There 
to reiterate our traditional bonds of 
friendship. She could directly appeal to a 
receptive congress and the nfw Bush 
administration that we need American 
understanding and support in seeking a 
new space for our sovereignty and sustain¬ 
ing the fragile first moments in our demo¬ 
cratic era. The US could be asked to ex¬ 
ercise its influence with the IMF and the 
World Bank to give us the breathing space 
we require. 

If Frisian takes the initiative of par¬ 
ticipating in the post-war reconstruction 
effort in Iran and Afghanistan, it would 
simultaneously resolve four strategic pro¬ 


blems in the Pakistan economy for the 
next ten years: 

(i) The foreign exchange constraint 
would be released as Japanese and 
Russian capital flows in to Finance 
the development of engineering 
goods industries in Pakistan. More¬ 
over, export of manufactured goods 
to Iran and Afghanistan would 
' achieve the long desired shift in (he 
composition of exports towards 
manufactures. 

(ii) The engineering goods industry in 
Pakistan which is currently weak, 
and constitutes the spine of an 
economy, would be strengthened. 

(iii) The employment problem would be. 
overcome to some extent as we begin 
to sent our trained manpower to the 
war-torn regions, and also generate 
employment in the engineering and 
construction industries within 
Pakistan. 

(iv) The problem of developing the 
backwEud areas of Pakistan would be 
resolved as export related growth cen¬ 
tres emerge in BaluchisUn, Southern 
Sind and the NWFP in the engineer¬ 
ing goods and construction industries 
sector. The investment in infrastruc¬ 
ture financed with foreign capital 
would generate considerable multi¬ 
plier effects to stimulate a broad 
range of economic activities in these 
less developed areas. 

If the new democratic government were 
to take these initiatives, if would get onto 
the winning track. We would not only win 
both space and time, but would set the 
stage for directing our economy towards 
dynamism, self-reliance and equity. 
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PERSPECTIVES 


Planning for the Eighth Plan 

Phirozi^ R^Mk*dhora 

-- 

If the planning authorities confine themselves to dealing with 
essentials and adjure matters which are within the domain of 
neither planning nor its implementation, the planning exercise will 
become more focused and its implementation more coherent. The 
need today is not to throw out planning or the planners, but to 
redraw the plans and to reconstitute the planning function. 


I 

On Throwing the Baby Out with 
the Bath V^ater 

AFTER seven plans, and 37 years since their 
inception, it is appropriate to lake a fresh 
look al planning in India: nol at its past 
goals and directions (which, being unex¬ 
ceptionable—income growth, removal of 
poverty, more equality, economic self- 
reliance—have proved to be equally im¬ 
mutable), but at Its content—what has been 
done to reach these goals. The imminence 
of the eighth planning exercise suggests that 
now is an opportune time for introspection 
and reflection on India’s experience of plan¬ 
ning. It is also the right time to redefine, il 
required, the mechanisms and methods for 
planning for the years ahead 

Wiiy Pi an? 

It is fashionable, in the present political 
climate, to write off, in terms of .statistics 
at least, planning’s contribution to India’s 
economic status today. Part of the country’s 
economic progress was not the result of 
‘planning’; in fact, the all-important growth 
m foodgrain production of the late 1960s 
and early 1970s followed a three-year plan 
holiday (euphemistically referred to as the 
period of 'annual plans’). In recent years, the 
administration has hardly taken planning 
seriously. Moreover, the overall economic 
growth rate, nearer 4 per cent than S per cent 
annually, has been achieved or exceeded in 
many countries which have not used plan¬ 
ning as an instrument for growth. 

Fortunately, statistics are only one part of 
economic life. Planning has enabled the 
Indian economy to move from the narrow 
industrial base of the 1940$ to near-self- 
sufficiency today, in terms of volume of pro¬ 
duction and nature of technology, despite 
the low per capita income level and a con¬ 
tinued inequitable income distribution. Ad¬ 
vancement need not be measured only in 
economic terms; progress in education and 
health in India, compared with its less 
dirigislic neighbours and economic equals, 
has been substantitd, as a result of its com¬ 
mitment to planning rather than derived 
from its economic advance. However, as 
high-growth, ostensibly unplanned countries 
like South Korea and Japan, and low-growth 
planned countries like Russia and China are 


discovering, economic philosophy concerns 
are future, and uses the past only as a cor¬ 
rective divide. In India the past has acquired 
a continuity and sanctity from being the 
past, instead of acting as a transition to the 
future; a generation of planning has wrought 
more changes in the composition of the 
Planning Commission than in the planning 
formula. 

The present discontent with the results of 
planning does nol justify a rejection of plan¬ 
ning as an instrument of growth with social 
well-being. Rather, the achievements of plan¬ 
ning .so far call for a restructuring of 
planning—Its machinery, its processes and 
its goals. Moreover, there must be an effec¬ 
tive follow-through of plans. To achieve this, 
the planning process, both in its formula¬ 
tion and in its monitoring of implementa¬ 
tion, needs to be decentralised, profes- 
sionali.sed, and be made independent of 
government administration and decision¬ 
making. The experience under earlier plans 
needs to be reviewed, and future plans drawn 
up, taking the past into account. Objefctives 
must include and expound the ’social’ basis 
of planning. The following pages piesent 
one view of the directions which such res¬ 
tructuring should take, and illustrate it by 
reference to the form and content the Eighth 
Plan should have to meet India’s future 
needs. 

CHANC.b IN Plan Foclis 

India’s planning efforts have been criticis¬ 
ed for being too inward-looking, self-suffi¬ 
ciency being cited as an example of this bias.' 
A more subtle shortcoming of planning has 
been its failure to permeate the economic 
system with a momemum of growth, an ob¬ 
vious example of this being the stagnation 
of the steel industry in recent years. 
Mahalanobis looked upon the development 
of the steel industry as a di.sequilibrating 
fo'ce intended to set off a process of growth; 
by the Third Plan, however, its outward im¬ 
pulse had lost momentum. So also, the plans 
have supported the green revolution with 
provision of water, power and fertilisers, but 
the process has been internalised by now into 
an equally stable component of the econo¬ 
mic system. The country has settled down 
to another equilibrium, albeit at a higher 
economic level. 

The government and the planning autho¬ 
rity therefore need to consider anew the 


future planning strategy. Model-building and 
grandiose targets have last become a cover 
for paucity of thinking and for bureau- 
cratisation of the planning process. In par¬ 
ticular, It IS necessary to recognise that the 
priorities of the 1990$ are not the same as 
those of the 1950s. The emphasis on steel 
and heavy industry as lead sectors, enshrined 
both in the plans and in government policy 
resolutions, is no longer relevant to today’s 
context. Secondly, a decision needs to be 
made whether gradualism or big leaps 
should be the basis for our planning effort. 
Increa.singly, attention to details, rather than 
to the big pidture, is emerging as the basis 
of progress. Thirdly, implementation, rather 
than formulation, is the basis of successful 
planning. These concerns should guide our 
efforts in the formulation and implementa¬ 
tion of the Eighth Plan. 

There is need today for a disequilibrating 
force to initiate a new push towards higher 
growth. .Such a move has to come not neces¬ 
sarily from the production system ortly. The 
planners should look not to Bismark’s iron 
and steel as the lead sector in the economy. 
Much before Mahalanobis.-Marx had consi¬ 
dered railways (or transport) as an instru¬ 
ment which would break down India’s caste 
system and social inertia. This did happen, 
to however limited an extent, in the late nine¬ 
teenth century. Planning has to And an 
equally all-pervasive and disequilibrating 
force to generate a widening impulse of 
social and economic change in the country. 

Among the intangible, but nonetheless po¬ 
tent, factors of change are education and 
health; economically vibrant societies like 
Japan, Israel and Germany, are also those 
with high levels of literacy, education and 
skills.' The goals of the Eighth Plan should 
be to seek universal primary education uid 
increased literacy, to provide working skUlt 
and minimum income through work supple¬ 
ment to the poor, and to provide access to 
all to primary health facilities. Provision of 
education will also act as a force in increas¬ 
ing social consciousness for change and 
desire for well-being. Such provision needs 
to be supplemented with the broadening of 
health facilities and provision of income to 
the poorest segments of society to bring 
them into the economic system as forces of 
change. 

The Seventh Plan had stressed education, 
health and employment as factors in improv¬ 
ing the quality of life of the poor. However, 
this emphasis was hardly matched in pitm 
allocations for these sectors, which remained 
at about the same proportion of the outlay 
as for the earlier plans. Moreover, it did not 
lay down a strategy for teaching its targets, 
as is amply apparent from the Mid-term 
Appraisal—The Seventh Five-Year Plan 
issued by the Planning Commission. 

The chapters on education and health in 
the earlier plans are excellent statements of 
good intentions, but are totally deficient in 
strategy. If, with the inception of planning 
in 1951, the First Plan had sought to pro¬ 
vide education and literacy to all below tte 
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age of 20, India would have had by now. 37 
years later, near-universal literacy. Gradua¬ 
lism and modesty in ambition, combined 
with an effective strategy for reaching goals, 
can achieve more than mouthing of shib¬ 
boleths; even today our planners do not seem 
to comprehend the difference between 
political slogan-mongering and purposive 
action. 

Health and education have been allocated 
a consistent 6 to 7 per cent of earlier plan 
outlays. The illiteracy proportion has re¬ 
mained at 63 per cent of the population, in¬ 
dicating that literacy has barely kept pace 
with population growth. The rather sharp 
increase in life expectancy, experienced soon 
after the wsir, has idso tended to flatten out. 
The employment guarantee schemes and 
other minimum incomes programmes were 
expected to leave at the end of the Seventh 
Plan more than a quarter of the population 
below the poverty line. Achievements in ail 
these fields have been below targeted levels 
under each plan. 

These sectors should have priority under 
the Eighth Plan, and should act as stimuli 
for accelerating the process of growth in 
other sectors. To do so, the Eighth Plan 
needs to set clear goals in education, health 
and minimum employment for 1994-95, and 
to provide a five-year programme for reaching 
them. In education all people below the age 
of 30 should be given an opportunity and 
should be required to have a minimum 
literacy level. In health the state should make 
minimum primary health facilities accessible 
to the whole population. In the field of in¬ 
come generation, the State should guarantee 
three months' paid work in a year to all 
adults seeking such work. These objectives 
may spund as universal, and therefore as 
trit^ as those under the earlier plans. The 
difference, apart from a move from the pro¬ 
duction system to social progress as a lead 
sector, will lie in the enunciation of a specific 
programme of action to achieve them. 

POLICY FOR Implementation 

The job is tremendously large. Given the 
present over-sized classes, overcroivding in 
schools and the high dropHiut rates, the ex¬ 
pansion needed to provide education of an 
acceptable standard would be enormous. 
The number of doctors trained is about 
23,000 every five years, and would have to 
be increased manifold (and be stationed 
primarily outside the major urban centres) 
if the gdal of providing minimum health 
facilities to all is to be met. At the present 
rate of medical education and establidunent 
of primary health centres (target of 12,000 
under the Seventh Plan), it will take more 
than a generation to reach even 3,00,000 
villages in the country with minimum health 
facilities. As regards provision of minimum 
income^ an attempt to provide employment 
to 20 per cent of the population in the 13-60 
age group at Rs 300 per month for up to 
three months per year under the Eighth nan 
would require the employment schemes to 
provide dmost 90 million jobs annually. 

The sheer organisational and administ¬ 
rative implications of such a task are enor¬ 
mous: the role of the State should be to pro¬ 


vide or support facilities needed for the task, 
and to lay down clear sanctions to ensure 
that the obligation of the state to provide 
such facilities is matched by the responsi¬ 
bility of individuals to obtain them. 

The role of private sector agencies in pro¬ 
viding education and health facilities is 
substantial; the Mid-ttrm Appraisal—The 
Seventh Five-Year Plan places the ratio bet¬ 
ween public and private expenditure on 
education at 2:1 and on health at 1:2. Given 
the substantial private role in education and 
health and the enormity of the task involved 
in providing universal education gnd health 
facilities, the central and state governments 
need to make a concerted effort to promote 
private initiatives in providing such facilities. 
In the field of education, every educational 
facility, be it a primary or secondary school 
or college, should be required to provide its 
premises, off regular hours, for adult literacy 
and education, and teachers’ salaries supple¬ 
mented for conducting such classes. Factory 
employers should be encouraged to set up 
adult education classes for their workers, 
and private agencies which undertake to pro¬ 
vide primary education should be given 
grants equal to teacher salaries or grants per 
pupil equal to the cost of providing educa¬ 
tion in a government school. In the areas of 
health care, grants should be given to sugar 
and cement factories and other enterprises 
in underpopulated areas for extending their 
medical facilities to non-workers, and 
medical schools encouraged to send their 
graduates for in-hospital training to such 
facilities. For income-supplement activities, 
construction and other enterprises which 
offer to build works, say, rural and urban 
roads, according to an accepted progremme, 
should be provided grants up to Fixed limits 
for extra unskilled workers employed during 
three off-season months. 

The major task is one of devising methods 
to decent^se incentives and responsibility 
for implementing the new goals. Apart from 
the income supplements and grants mention¬ 
ed earlier, the State needs to stipulate that 
tax advantages would not accrue for incomes 
or expenditures not in conformity with 
minimum social standards; factory owners, 
construction contractors and sales-tax payers 
would not be entitled to claim tax relief on 
costs or payments to illiterate employees 
certified by thumb-impression receipts. 
Auditors should be required to carry out test 
checks on wage payments claimed as costs. 

At present there exists in India a certain 
disillusionment with plaiming, made fashion¬ 
able by cynicism about it in western coun¬ 
tries and the ongoing changes in erstwhile 
practitioners of planning, China and the 
USSR. However, as the aperience of Japan 
and South Korea shows, planning does pro¬ 
vide a basis for accelerating change, and it 
*is the form of planning—consensus planning 
with decentralised implementation, rather 
than (State-) imposed planning and imple¬ 
mentation—which accounts for the poor 
results in the socialist economies. India's per¬ 
formance under planning, even when inade¬ 
quate quamitalii^y, has been commendable 
in its social and qusditative record. The need 
today is not to throw out planning or the 


planners, but to redraw the plans and to 
reconstitute the planning function. To these 
we turn in the next two sections. 


II 

Tentative Profile of Eighth Plan 

A new structure for planning in India 
would involve changes in the composition 
of the plans, in the policy framework for im¬ 
plementing the plans and in the role of the 
planning authority. The proposed focus of 
planning, with its shift in resources towards 
provision of education, health facilities and 
minimum income, itself involves a move 
towards areas which are the responsibility of 
state governments and, therefore, indicates 
a major shift in the centre-state relationship 
in planning Further, it will be necessary to 
design policies and measures geared to faci¬ 
litating the implementation of the plans, and 
to concentrate the role of the planning 
authority on the task of drawing up plans 
and ensuring the fulfilment of plan 
objectives. 

EitiHTH Plan investment and 

COMPOSITION 

The shift in priorities will have a major 
impact on the composition of the plan, 
rather than on its size (which should be 
determined by the availability of resources, 
domestic savings and the foreign exchange 
budget). A tentative outline for the Eighth 
Plan is given in the following paragraphs. 

The outlay proposed under the Seventh 
Plan in the public sector was Rs 1,54,000 
cFore Assuming a 30 per cent increase in real 
terms under the Eighth Plan and the same 
relationship between outlay and investment, 
the Eighth Plan would have an outlay of 
Rs 2,70,000 crore (in 1984-85 prices), involv¬ 
ing an investment of Rs 2,23,000 crore. 

Education and health (including family 
planning) should form the core of the Eighth 
Plan, and as a preliminary step, their share 
in investment should be doubled from that 
under the Seventh Plan. The share of educa¬ 
tion, health and family planning would thus 
be 14 per cent of Eighth Plan investment, 
amounting to Rs 31,300 crore; this is a much 
smaller step-up than the giant leap made in 
steel investment under the Second Plan. The 
planners should also sum to provide, under 
the Eighth Plan, an income of Rs 1,300 per 
year to a targeted unemployed/under¬ 
employed 90 million people (about 20 per 
cent of the 430 million people between the 
ages of 13 and 60); the total cost of such a 
programme would be Rs 13,300 crore per 
year or Rs 67,300 crore over the Eij^th Han 
period. Of this, about one-third, Ri 22,300 
crore, would be found from a consolidation 
of existing BGS programmes under the new 
arrangements;^ about Rs 22,300 crore 
would be derived'ftmn the overall investment 
programme of Rs 2,23 JXX) crore by redesign¬ 
ing the construction or other elements of 
cost to a seasonal labour-intensive pattern 
of work.^ The balance of Rs 72^00 crore 
would be a new allocation under the plan, 
intended to foster social and and economic 
workg (land-levelling, rural and municipal 
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roads, and similar pre-planned works, with 
a 90 per cent wage-content). 

The three sub-sectors (education, health 
and employment guarantee) would thus ab¬ 
sorb about 24 per cent of the Eigth Plan in¬ 
vestment, compared to their share of about 
10 per cent of the Seventh Plan outlay. ]^>ro- 
portionately, this leaves a lower share of 
resources for other sectors. Most of these 
cuts should come from eneigy, transport and 
industry sectors, their share falling from 56 
per cent under the Seventh Plan to 42 per 
cent under the Eighth. Such an arrangement 
would give the outline of investment under 
the Eighth Plau shown in the table. 

Interna) links within the new programme 
would ensure that the cost of the programme 
will not be the same multiple as the increase 
in the programme. For example, adult educa¬ 
tion, provided mostly off-time, can use the 
basic primary and secondary school faci¬ 
lities. In the case of health, use qf factory 
health facilities and supplementing of 
private charitable facilities should reduce the 
cost of providing such facilities. The provi¬ 
sion of minimum employment supplement 
should be linked both to the additional 
school and dispensary-building programmes 
and to the construction (factories, roads, 
railways, urban and rural infrastructure) pro¬ 
grammes under the plan to maximise the 
benefit from all components of the plan 
investment. 

The overall target for income-growth for 
the Eighth Plan should be S per cent, the 
only innovation being that measures would 
be taken to achieve them. The target growth- 
rate would indicate likely levels of demand 
for various commodities on the basis of con¬ 
sumption functions, investment require¬ 
ments of the plan, and normal trend growth 
in demand. These indicative targets would 
determine the investment levels for various 
sectors under the plan. 

The plan composition would impose on 
the government machinery a sufficient task 
to absorb its energies and use its capabilities. 
Existing enterprises in the public sector- 
steel, railways and tel«:ommunications— 
should be required to propose investment 
programmes to meet their estimates of de¬ 
mand and raise resources accordingly. The 
same criteria .would apply to a private sec¬ 
tor investment. Necessarily, the share of the 
public sector in investment outside the core 


elements (education, health, minimum 
employment) would be smaller than in the 
past. If the government were to keep its role 
to the minimum outside the core programme 
and require the existing public sector units 
to meet a large proportion of their invest¬ 
ment programme, the proportionate share 
of the government in financing the plan 
would be lower, and the financing to be rais¬ 
ed by the government even smaller. 

Such a plan should give about the .same 
growth of income as in the past, and, being 
oriented towards social sectors, should re¬ 
quire a lower proportionate outlay on 
foreign exchange. The composition of the 
gross domestic product, at least for the im¬ 
mediate Eighth Plan period, would be less 
in material output but, in the long run, with 
a literate and healthy workforce, the shift in 
investment should lead to higher efficiency 
and material output. Advice and support for 
family planning should become a key part 
of health care centres to spread material 
benefits more equitably among the popu¬ 
lation. 


distribution ot development 
Outlay 

Once the lead sectors are defined and pro¬ 
vided for, a few broad principles should 
guide the planning efforts, beginning with 
the Eighth Plan. Firstly, the lowest achievers 
among the regions and sectors should be 
upgraded to the level of the national average; 
secondly, shortages or deficiencies notic^ 
in an earlier plan should be sought to be 
removed in the subsequent plan; and thirdly, 
decision-making, implementation and 
operations should be decentralised. These 
principles, interlinked as they are, are 
elaborated below. 

(i) Per capita income levels seem to in¬ 
dicate a wide disparity among various states. 
The goal should be to increase, under each 
plan, per capita income levels in below- 
average income states to the average all-India 
level under the preceding plan. This should 
be an important factor in determining over¬ 
all income-growth targets for sutes under 
the plans. Following the same principle, the 
wide disparity in agricultural yields among 
regions needs to be evened out, and distribu¬ 
tion of resources—water, fertiliser, pesti¬ 


Tabi.f: Outline or Investment in Eighth Pi an 


Sector 

Eighth Plan 


Seventh Plan 


Rs Crore 

Per Cent 

Per Cent 

Agriculture 

24,000 

20.0 

12.7 

Irrigation 

21,000 

9.4 

Energy 

56,000 

25.0 

30.4 

Industry 

15.700 

7.0 

12.5 

Transport 

22,500 

10.0 

12.8 

Communications 

6,700 

3.0 

3.6 

Science 

3,400 

1.5 

1.4 

Social/other 

75.700 

33.5 

17.2 

of which 

Education and health 

(31.500) 

(14.0) 

(7.0) 

Minimum needs 

(22,500) 

(10.0) 

(4.0) 

Ibtal 

225,000 

100.0 

100.0 


cides—supplemenury to land, needs to ba ' 
geared under the Eighth Plan to the objec¬ 
tive of raising yields in below-average 
regions. 

Similarly, it is necessary to reduce the ^ 
rural-urban and metropolitan-district dis¬ 
parities in infrastructure and other fadlitiei 
(an aspect also examined later in the arti¬ 
cle). In the areas of powpr, transport, com¬ 
munications and similar facilities, India can 
be divided almost into two worlds, with tte 
services falling off sharply outside metro¬ 
politan cities. No matter what the quality 
of life is for the poor in these cities, th^ con¬ 
tinue to be magnets for all sections of the : 
people partly because of the existence of \ 
these fa^ities, even when a disproportionate 
part of these conveniences is appropriated ! 
by the affluent. Flows of government 
resources in infrastructure should be concen¬ 
trated in areas below a population of 
1,00,000. Larger towns should be required ' 
to be increasingly self-supporting, and to 
raise re.sources required for their develop¬ 
ment from their residents or on their own. 

(ii) Each plaii should deal effectively with 
shortages noticed under earlier plans. For 
example, shortages of power, telephones, 
foreign exchange, and other items like steel 
and cement, have dogged earlier plans at 
various times. An aim of each plan should 
be to eliminate, through investment and 
policy initiatives, the shortages under the 
earlier plan. Such shortages should be iden¬ 
tified in terms of items and regions affected, 
and investment programmes and policy initi¬ 
atives should be included in the Eighth Plan 
to accelerate their production, to improve 
their di.stribution, and to reduce demand to 
available supply. 

(iii) Finally, the formulation and imple¬ 
mentation of programmes and policies 
should be decentralised at the lowest ad- 
ministraiive level practicable (begiiming with 
the Planning Commission itsdO- The five- 
year plans, sta.ning with the First, haw 
devoted hundreds of pages to discussion of 
decentralised distnct-level planning* but' 
very little progress has been made towards 
such decentralisation. The plaiuiers, as a 
matter of conscious policy, should set their 
sights to horizons lower than dl-India 
macro-economic goals: it is necessary to 
decentralise staff and administration of 
many services, thus initiating a basis for a 
revised urbanisation policy. 

The first obvious area in which decentra¬ 
lised planning should begin is infrastruc¬ 
ture-schools, hospitals, roads, communica¬ 
tions and transport facilities. The ovenll 
education, health and income-generation ' 
plan needs to be built upon individual pro¬ 
grammes at district admini.stration levels. 
The administrative machinery for power and 
communications, banking and insurance 
(which now fall in the government fold) 
should be decentralised so as to improve ser¬ 
vices and employment in non-metropolitan , 
areas. For example, ceilings should be stipu¬ 
lated, in terms of proportion of employees 
which government services, banki^ and in¬ 
surance should have in metropolitan ckies 
(those above a population of 5 miliion under 
the 1981 census) and other urban centres 
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OCTL 

Ensuring success and high profitabiiity in the booming oii industry. 

The first Indian company offering a complete 
range of tubulars with price advantage 
upto 35% over international competition. 


Oil Countrv TuDular Ltd (OCTLi a 
multi-national hi-tech company 
with a proiect cost of Rs 69 crotes 
felocatedinacategay 'B' 
backward area in Nalgonda district, 
Andhra Pradesh, 86 kms from 
Hyderabad OCTL’s state-of-the- 
art technology will be the first 
In the world to manufacture 
the complete range of drill 
pipes, production tubing and 
casing pipes from one 
Integrated plant 

Collatxiratlon with the 
World's best. 

Collaboration witfi Baker Hughes 
Tubular Services inc, USA, the 
world leaders in the manufacture 
of tubulars for more than seven 
decades, will help the company 
take India into the forefront of 
internationdl oil exploration 
technology 

Market Potential 

At present the Indian requuement 
for tubulars is met by imports and 
the demand Is rising at 15-20% p a 

The entire production of the 
company will meet less than a 
quarter of the demand of the 
oil Industry In the country 

Price Advantage upto 35X 

The Government of India has 
declared sales to ONGC and Oil 
India Ltd .as 'deemed exports'. 

OCTL would derive attendant 
benefits and concessions extended 
to exports even for sales within 
mdia The result - a price edge 
of upto 35% over global 
competitors. 

Promoted by Professionals: 

The well knit team of competent 
professionals is headed bv 



Mr K Sufyanar.iyriru 'i'^:f'i.iiiuic)“'a[ 
enginetH' with an experience of 
ovB two decades m the steel 
industry 

Partners in Prosperity: 
Convinced at the excellent 
prospects of the project Baker 
Hughes, USA and Tubos de 
Acero de Mexico, S A (Tamsai of 
Mexico have participated in the 
promoters’ equity of the 
project SBI Mutual Fund and 
Canbank Mutual Fund have also 
participated in the promoters' 
equity to the tune of Rs 15 


crores and Rs 1 crore 
respectively apart from their 
investment of Rs 50 lakhs each 
on firm allotment basis in the 
public Issue 

invest in the Future: 

OCTl proiects a tuinovcf of 
around Rs 120 acres at full 
operations With a break-even 
point at as low as 42% capacity 
utilisation, the company is 
confident of high profitability 
For a secure high growth addition 
to your por rtolio — Cnoose OCTL 
You'll strike liquid gold! 


Issue Highlights 

w First Integrated Plant In 
the World 

Designed for manufacture 
of 011 Country Tubular 
Goods lOCTC) 

* World Class Technology. 
Internationally acclaimed 
techneXogy from Baker 
Hughes Tubular services 
inc, USA 

■* import Substitution. 

OH & Gas Sector 
requirement of '(XTG’ 
products is currently 
being met largely bv imoorts. 

* Equity Participation oy 
Foreign Companies. 

Baker Hughes Tubular 
Services, Inc, USA 

- Leader in the field of 
OCTG Products Tubos De 
Acero De Mexico, S A 
(TAMSAI Mexico - Leading 
manufacturer of Seamless 
sreei pipes. 

* No Gestation. 

Trial runs commenced 

A Ever Growing Demand. 
Assured and growing 
market, in view of 
Increased Oll/Gas 
exploration activity 

A Mutual Funds In 
Promoters Equity- 
Subscription of Rs 2 5 
crores of Equity Share 
- Capital by Canbank Mutual 
Fund and SBI Mutual Fund 

A Benefits for Deemed Exports. 
Supplies to ONGC, OH India 
Ltd ,are eligible for 
concessions under central 
excise, custom duty, sales 
tax and price preference. 

A Tax Benefits. 80 CC. SOL. BOM 
and wealth Tax Benefits 

A Easy uquidlty.'Llstlng at 
Hyderabad, Bombay, 
Ahmeoabad, Calcutta. Delhi 
and Madras Stock Exchanges. 


UMeAent tbnkMig 
’ Siam CKiwagt rawM 
8AWM* ABIV) 


to rA« /uue 

^ Ml CipM mrnuttt IM 

Mjs* I leatr* f 

uiw 9 ntP Flaw CuRk ■wto* 

BaaiMy-kaigtrs 


iiXHiatrMl Pm«iee 

t con w hp n olInHlB 

hk->r Bu‘hliM9'k 

‘•Aoua Wk 4 Nk« (V><» ' 


M toMMBLM 

Hi PB 

MjJ • (1 RFtnthj-Wmg 

9^ kMIhlW) VDPODi 


tMm FIMMMI CmmuNmI* 
M iU 

10) SIMI Flrllkrmk t,^ k 

BombAr 40''‘07S 


PURI I'- isu.n Of t VI f,n"x fomrv sharf'; df r-'. tv each fce' cash at par 

ISSUE OPENS ON: NRI 91hFeb (989 INCHAN PUBLIC 15th Feb 1989 


Sli! Oil CountryiTubylar ltd. 

9E3jri ()iicp K^ncrynM^ xr^ Kom> Road fMXriOad-SQDQOi 

OCTL - There’S no other Integrated 
plant like ours in the world. 


sobhag^-H/OCTUm 
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(cities with populations above S lakh), ex¬ 
tending to a lO-mile zone around the cities 
concerned. As an example, it should be pro¬ 
vided that l.iC, GIC, banks, railways, 
telephone authorities, and other administ¬ 
rative units will not have in the four metro¬ 
politan cities (Bombay, Calcutta, Delhi and 
Madras, with a total population of 2S 
million or about 3 per cent of India’s 
population) more than 7 per cent of their 
total staff. A target on a similar basis should 
be set, say, at 1 .S times their share in total 
population, for staff in other cities with a 
population of 5 lakh or more. 


Policies for implementation 

The incidence of non-fulfilment of plan 
programmes has been enormous, being most 
noticeable in respect of programmes dealing 
with social sectors. Under the Seventh Plan, 
the target of universal literacy for those bet¬ 
ween 15 and 35 years of agc-h likely to be 
fuiniled at less than half—40 million adults 
as against 90 million proposed under the 
plan (para 9.23 of the Mid-term Appraisal)-, 
there is also a significant lag in the target 
of providing education to those between II 
and 14 years of age (standards VI to VIII). 
The'Mid-term Appraisal also notes the 
failure to bring about a fall in birth rate as 
envisaged, raising the population growth rate 
as a consequence. 

The failure in implementation lies partly 
in the way the government has taken measures 
to deal with various economic problems it 
has come across in the past. Shortages or 
price rises are dealt with by price controls 
(steel, cement), and the consequent failure 
in investment is sought to be covered up by 
the government undertaking new investment 
(cement and other corporations). If indus¬ 
tries fail owing to low prices, mismanage¬ 
ment or other factors, the government takes 
over the units to maintain employment. A 
shortage of foreign exchange is .sought to be 
dealt with by tight foreign excnangc controls 
and provision of incentives unrelated to ex¬ 
port competitiveness or markets. 

Neithet the priority of objectives nor the 
range of policy options is clearly defined or 
covered under these measures; each sore, as 
it emerges, is papered over by a bandage. It 
is time that a system be instituted to review 
the progress of each aspect of the plan; fac¬ 
tors making for failure be defined in their 
specific aspects, and, where required, com¬ 
mon factors identified; and corrective 
measures taken both at specific programme 
levels and on general policy aspects. Neces¬ 
sarily, for the latter, discussion of issues will 
have to be at the ministry and Planning 
Commission member levels 

In re-defining the content of planning, it 
is necessary, therefore, to include changes to 
ensure its adequate implementation. The 
fulfilment of various programmes under 
each plan has been uneven, and annual and 
mid-term reviews of plans have remained 
mainly bureaucratic updating exercises, 
rather than problem-staving efforts. 


Ill 

Not by Econoniista Alone 

If the content of planning is to change, 
there is an equal need to change the medium. 
The Planning Commission has grown in 
size; it is overloaded with economists and 
civil servants,’ and fails to take into ac¬ 
count changes going on in technical and 
business fields. Repetition and age have in¬ 
troduced in the commission a degree of for¬ 
malism and bureaucratisation that is in¬ 
imical to its primary function of planning. 

The government deliberately set up the 
commission through a resolution to give it 
an autonomous status. But within less than 
ten years of its birth, it had become set into 
a formal structure and hierarchy. As its 
chairman. Pandit Nehru remonstrated, the 
commission had duplicated within its 
organisation the functional distribution and 
hierarchy of the government. Planning has 
become highly economic- and model-orient- 
ed, has become centralised in Delhi, and has 
become a vested preserve of a few bureau¬ 
crats and establishment economists within 
and outside the government. 

For the last 35 years the same bureaucracy 
has been preparing the five-year plans, and 
the same economi.sts have been providing 
learned comments upon them. As a result, 
neither planning nor professionalism has 
gone beyond metrofiolitan boundaries. India 
has the odd spectre of seeing its material 
goods better diffused than its intellectual 
capital. Morcovei, our planners and pro- 
fessoES are far more aware of the generalities 
of India’s development than about the health, 
education and economic issues facing the 
regions in which they live and operate. Plan¬ 
ning has to be a living organisation, rather 
than a model-builder’s delight. The planning 
authority has deviated from this path. It is 
time to re-think the role and composition of 
the planning authority in India if planning 
is to resume its status as an effective and ef¬ 
ficient process for developing the country. 

Rot E OF Planning 

In directing the country’s economic and 
social growth, the planning authority needs 
to keep abreast of international develop¬ 
ments in various Helds, and to plan within 
the needs of domestic priorities and the con¬ 
straints of domestic resources. The job of 
a planning authority is to lay out a pro¬ 
gramme for social and economic movement, 
and to plan resource development so as to 
ensure optimum investment over sectors to 
benefit the population according to the man¬ 
date provided by the government It is a 
visionary role, but the authority’s recom¬ 
mendations should be readily translatable 
into action, governmental and other, to be 
of practical value. 

The planning authority has to have three 
basic requisites to fulfil its role. It has to be 
a think-tank, in the sense of generating ideas 
on development and its ability to visualise 
and reach long-term goals. Secondly, it has 
to have an ability to translate its ideas into 
administrative goals and to obtain political 


support for Uiem. iThirdly, it should have the 
capacity to plan around people and make 
its impact felt by them. At present, plann¬ 
ing remains an economists’ elitist exercise, 
meeting none of these three criteria. 

Str icture of Planning Authority 

T o major changes in the Planning Com¬ 
mission, as constituted at present, are needed 
to enable it to play this role: Firstly, it is 
necessary to reduce the present comptoent 
of economists and civil servants in the pro¬ 
fessional staff of the commission, repladnf 
them by specialists in technical and other 
fields, cost and financial accountants, and' 
professionals with operations research, cor¬ 
porate management, organisation research 
and other specialisations at the working 
level. Model-building should not be the sole 
wisdom needed for planning. 

Secondly, the planning authority also 
needs to be decentralised, with only a small 
core group remaining in Delhi. The authori¬ 
ty should be organised at two levels, the na¬ 
tional level and the urban/district level. It 
should have a staff of about 1,800 profes¬ 
sionals—300 at the centre, and 1,500 at the 
urban/district level. In the urban/district 
areas, there would be a small group of lilan- 
ners in each district and in each dty of above 
5 million population. This will provide about 
350 district/urban level planning authorides, 
with an average planning span of less than 
2 million people per plaiming sub-authority. 

The central planning authority should be 
a small, compact body of seven persons; one 
each for primary (mainly agricultural) 
development, secondary (manufacturing) in¬ 
vestment and tertiary (infiastructuit; bank¬ 
ing and other services) sector, and one in 
charge of social development, covering pro¬ 
vision of social services (health, education) 
and monitcring social trends in the country. 
'Bvo other members should have cross-sec¬ 
tional responsibilities, one for technology 
which has moved rapidly in recent times in 
manufactures and in services like financial 
and social, and one for plan implementa¬ 
tion, monitoring developments under the 
programmes and assessing their perfor¬ 
mance. A functional distribution such as the 
one proposed here should help to improve 
both the formulation of the plsm (which is 
almost all that is done today) and provides 
funaionally for implementation and raoni- 
loring of economic and social programmes. 

The seventh member should be the execu¬ 
tive head of the planning authority, 
designated preferably as its deputy chair¬ 
man. His main functions would be to give 
a general direction to the planning process: 
maintain relationship with the cent^, state 
and local governments; ensure the undertak¬ 
ing of programmes under the plan, and 
analyse government policies for their impact 
on the fulfilment of the plan. The ideal per¬ 
son for such a job would be a strong inde¬ 
pendent professional, including a profes¬ 
sional politician, with easy access (but not 
subordjpation) to the prime minister. Per¬ 
sonalities like V T Krishnamachari, Mahala- 
tiobis, and perhaps D R Gadgil seemed to 
fill this bill ideally 
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Organisation oh Work 

At the central planning level, each plan¬ 
ning member would have two or three high- 
level advisors, specialists in individual fields, 
preferably on a contract basis to ensure in¬ 
duction o< fresh ideas, and medium-term 
professional staff of about 40, organised for 
specific tasks within the specialist fields. 

Over a five-year plan t^cle, the planning 
authority will concentrate its resources on 
formulation of issues and plan programmes 
in each category in the first and the last year 
of the plan period and on implementation 
issues in the intervening years. Central plan¬ 
ning would provide guidelines on overall 
resources, technological and othei develop¬ 
ments, and centralised direction and co¬ 
ordination for district-level efforts. 

The planning sub-authority at the 
district/urban level should be a small group 
Of professionals (two to three for urban plan 
ning authority and three to five for district 
planning authority) in disciplines relevant to 
the district, with an extra budget for specific 
studies. The district/urban planning authori¬ 
ty will survey the resources (population, 
education and health, infrastructure) in the 
district and work out programmes for the 
development of the region in the light of its 
resources, needs and potentialities. 

‘Think small’ has as much lelcvance to 
planning, administrative and organi.sational 
structures as to industry. District level plan¬ 
ning can have an impact on transport and 
Otha infrastructure, banking and insurance, 
education and other spheres of economic 
and social activity within the district; these 
can become the lead sectors of future plan¬ 
ning effort, and the proposed reorganisation 
of the planning authority will be in confor¬ 
mity with the new planning direction. 

The central planning authority's functions 
will be to co-ordinate district plans, evolve 
and outline a development programme (once 
every five years if the present basis is follow¬ 
ed), monitor implementation and suggest 
reWsions in programmes every year, and 
following planning, technological, financial 
and other trends internationally. The district 
planning authority will evolve plans for 
district, monitor developments under the 
plans and generate ideas on the development 
of the region. 

Miuious consequential changes in the 
planning authority’s organisatipn and work 
programme will need to be brought about. 
Firstly, the small nucleus staff of high level 
professionals should have designations 
related to their disciplines. Secondly, each 
planning authority would need to contract 
out studies, for example, on soil or mining 
research, of relevance to its jurisdiction, so 
as to bring into the planning process other 
agencies. Except where inevitable, district 
planning agencies should resort to district- 
based establishments (colleges, medical 
schools, consultants) for contract work. 
Thirdly, the planning authorities should not 
take part in project approval work (this is 
eminently the domain of finance ministries); 
they should, however, build up capacity to 
evaluate completed projects in order to 
measure the efficiency of the initial projects, 
to assess the costs and benefits of program¬ 


mes, and to guide future planning work 
Finally, the central planning authority will 
observe a self-denying convention, and 
members will undertake not to participate 
in any government decision-making process 
(including distribution of resources between 
the centre and the states or enunciating 
budgetary conventions as it did under the 
third and subsequent plans), undertaking 
only to provide the planning authority’s 
views on a subject concerning plan matters. 

DiSlINC riON BtTWtKN PLANNING AND 

Administration 

Planning is es.sentiall> concerned with 
development of resources—building of 
schools and of industry, extension of hospi¬ 
tals and of agricultural supplies—and their 
equitable drstribution. The details of what 
goes into the schools and hospitals—whether 
curricula are modernised or not by univer¬ 
sities, whether hospitals treat diarrhoea or 
diphtheria (there are references to these in 
the Mid-term Appraisal, see para 9.31 on 
modernisation of technical education, and 
paras 9.43/50 on disea.se control, dealing 
with malaria, tuberculosis, leprosy, blind¬ 
ness, kala-azar and, as an example of the 
commLssion's up-to-date awareness, AIDS)— 
arc matters of decentralised decision-making 
in the use of resources, best left to civil ser¬ 
vants (and, by them, to hospital and school 
managers). 

The ideal thing for the phtn would be to 
provide resources for putting up basic 
facilities—indu.stries, education and health- 
monitor their implementation and seek to 
correct deficiencies in the economic and 
social delivery system. The recurring 
budgets—which should be the responsibility 
of the central and state ministries—should 
provide to the schools and hospitals a discre¬ 
tionary budget for dealing with local needs. 
The planners need not be concerned with na¬ 
tional youth or sports policies nor with art 
and culture (paras 9.32/33 in the Mid-Term 
AppraisaD.Tiiese are not artifacts to be 
established, rather modes of thinking to let 
evolve within the planning authority. 

Shrinking the Plan Document 

The slimming exercise, suggested above, 
needs to be extended to the plan documents. 
The five-year plans look prodigious exer¬ 
cises, and the mid-term reviews verbose. This 
is possible because the Planning Commis¬ 
sion in effect co-opts the various ministries 
and their officials to do the writing job for 
them. Since the ministry officials are adept 
at reciting the various activities, past, pre¬ 
sent and proposed, of their ministries, the 
Planning Commkssion documents often read 
like ministry reports. The Seventh Five-Year 
Plan 1985-^: Mid-term Appraisal represents 
the latest exercise in this bureaucratese: there 
arc numerous leferences to policies, in¬ 
cluding National Youth Policy (para 9.35), 
and National Sports Policy (para 9.36); in¬ 
finite numbers of programmes (Chapters 2 
and 3 abound in them), with such esoteric 
alphabetical combinations as SNP, MNP, 
RLEOP, and so; and pure literary inanities 
(“the scheme of open university distance 


earning will be developed with care and ex¬ 
tended with caution”, para 9.26). One 
wonders which member of the Planning 
Commission devoted even five minutes of his 
official or other time during the past 12 
months to the consideration of National 
Youth or Sports Policy-or even whether he 
should! 

If the planning authorities deal with 
essentials and abjure matters which are 
within the domain of neither planning nor 
its implementation, the planning exercise will 
become more focused and its implementa¬ 
tion more coherent. The slimmed and decen¬ 
tralised planning organisation should con¬ 
centrate Its energies on its basic role of laying 
down and monitoring a growth path. One 
consequence of this would be much smaller- 
sired plan documents, leaving the bureau¬ 
crats their ministry reports to advertise their 
achievements. In its natural role of advis¬ 
ing all and sundry, the planners (or their 
bureaucrat ghost-writers) state (para 9.78, 
Mid-Term Appraisal): “. .Plan objectives 
for education and health must be reflected 
in the regulations governing aided institu¬ 
tions in drug policy, in the policies that in¬ 
fluence the use of paper and printing, etc”. 
This Iasi do.se of advice is most appropriate 
for the planners themselves. 

Motes 

1 Explaining the success of the industrial 
■ evolution in Cireat Britain, Hobsbawm 
writes: “It is much easier lo staff a central 
planning commission with the handful of 
Ph Ds which most countries can supply, tluui 
lo acquire the mass of persons with inter¬ 
mediate skills, technical and administrative 
competence and so on without whom any 
modern economy risks grinding into ineffi¬ 
ciency!’ E J Hobsbawm, Industry and 
Empire, pp 61-62. 

2 The programme fur poverty removal is 
generally fragmented among various 
categories. The Seventh Plan, for example, 
provided almost Rs 7,000 crore under various 
schemes: Rs 2,643 crore under the integrated 
rural development programme to reach 20 
million beneficiaries: Rs 2,488 crore under 
national rural employment programme to 
provide I, 445 person-days of employment; 
and Rs 1,744 crore under rural landless 
employment guarantee programme to pro¬ 
vide 1,013 mn person-days of work. An 
estimate in the Seventh Plan suggested that 
the employment guarantee schemes provide 
about 9 million person-years of employment 
(giving an equivalent of 3-month employ¬ 
ment to 36 milhon persons). The estimate of 
population below the poverty line was about 
270 million people (36.9 per cent of the 
population in 1984-85), targeted to be reduc¬ 
ed to 211 million people (25.8 per cent of the 
population) in 1989-90. 

3 According to the Third Plan: Drcffl Outline, 
p 62, the building component of the Second 
Plan in the public sector was about one-sixth 
to onc^seventh of total outlays' 

4 See. for example, pp 157-159, The Second 
Five-Year Plan for one version of thinking 
on the subject. 

5 See the earlier reference to Hobsbawm, 
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REVIEWS 


Glory of Peshwa Pune 

Meera Kuaambi 

Poona in th»* Eighteenth Century: An Urban History by Balkrishna Govind 
Gokhale; Oxford University Press, Delhi, 1988; pp xiv + 225, Rs 125. 


FEW Indian cities can boast of a past as 
dramatic as that of Pune which has encom- 
pa.ssed, within a span of two and a half cen¬ 
turies from the early eighteenth century to 
the present, three major phases. Experien¬ 
cing the first major spurt of growth for 
almost a century under the Peshwas (tech¬ 
nically the hereditary prime ministers of the 
Maratha king based at Satara, but the de 
facto rulers of the vast Maratha dominions), 
Pune went into an initial decline after the 
Peshwa’s fall at the hands of the British 
Government of Bombay in 1818. However. 
It was resurrected as the chief British 
military-civil cantonment in peninsular 
India. After the departure of the British, 
post-independence Pune thrives as an in¬ 
dustrial centre in its own right, albeit form¬ 
ing an integral part of the Bombay-Pune 
urbai}-industrial belt, the largest in India. 

The first of these three phases in Pune’s 
eventful history forms the subject' of 
B G Gokhalc’s book Poona in the Eigh¬ 
teenth Century: An Urban History. 

1 

The author's aim, in this book, is to ex¬ 
plore the unique features of the rise of this 
city which enjoyed neither the economic 
base of a Surat or an Ahmedabad, nor the 
strategic and maritime potential of the 
emerging British strongholds (Madras,' 
Bomay, Calcutta) which were to dominate 
the Indian urban scene for a long time to 
come. In the author’s own words, Pune’s 
“urban being was conditioned by three fac¬ 
tors. It was the city of the Peshwas who 
created it, nurtured it, and made it their 
home and power-centre. Secondly, it was 
primarily a bureaucratic-military city^ serv¬ 
ing the potential interests of the new rulers. 
Finally, the caste and religious-cultural 
preoccupations of the new rulers—the 
Brahmans and Chitpawan Brahmans at 
that—and their political ‘constituency’ gave 
Poona a peculiar ‘Brahmanical’ visage un¬ 
equalled by any other city in that century. 
These determined Poona’s urban form, con¬ 
trolled Us growth and moulded its cultural 
life” (p ix). 

Before proceeding with the review, it might 
be apt to sketch in the historical and social 
context. 

Maratha power was established in parts 
of modern Maharashtra by Shivaji in the 
mid-seventeenth century. It was eclipsed 
under his son Sambh^i, but revived by his 
grandson Shahu, under whom the position 
of ‘Peshwa’ (a Persian title indicating chief 
minister) became hereditary. After Shahu’s 
death in 1749 the Peshwas were the virtual 
rulers of the Maratha territories, at the head 
of the looselv knit Maratha Confederacy 


comprising, in addition to the Peshwa of 
Pune, Gaekwad of Baroda, Shinde of 
Gwalior, Holkar of Indore, and Bhosale of 
Nagpur. The Peshwa ‘dynasty’ lasted from 
the appointment of Bajirao I in 1720 to the 
defeat and exile of Bajirao II in 1818. The 
original Marathi name of the city was ‘Pune’ 
and has now been reinstated after having 
been corrupted to ‘Poona’ by the British for 
about a century and a half. 

The term ‘Maratha’ is employed in two 
senses; as an equivalent of ‘Maharashtrian’, 
and also as a caste identification The caste 
structure of Maharashtra has Brahmins 
(with several sub-castes including Chitpavan 
or Konkanastha and Deshastha) and Prabhus 
at the top; followed by the numerically 
largest Maratha caste (including the elite 
who claim Kshatriya descent, such as Shivaji 
and his line, and the rest, earlier known as 
Kunbis, who are peasants); several artisan 
castes of roughly equal status as the peasant 
Marathas; and the formerly untouchable 
castes at the lowest level. 

Chapter 1 ‘The City’ traces the growth of 
the city under the Peshwa dynasty. About 
1730, Bajirao 1 laid the foundation of the 
city of Pune over the existing Muslim ‘kasba’, 
built his grand residence Shaniwar Wada by 
the river, assigned nearby plots to his sardars 
for their residences, and developed the core 
peths or wards. Successive Peshwas contri¬ 
buted to the city’s physical growth through 
the addition of more peths, and of various 
:ivic amenities such as water supply, and 
also helped to beautify the city. The residen¬ 
tial and demographic (in reality, ethnic) pat¬ 
terns of the peths are also discussed, with 
copious tables reproduced from the docu¬ 
ments of the Peshwa Daftar. This is followed 
by a description of the layout of the peths 
and the city’s several landmarks. This chapter 
alfo includes a discussion of Bajirao I’s 
decision to shift his residence from nevby 
Saswad to Pune and (he rise in the fortunes 
of Pune on the strength of Bajirao’s rise to 
power (allegedly without any intrinsic poten¬ 
tial for the city’s growth), with the result that 
“the real focus of power shifted from Satara, 
Shahu’s capital, to Poona, the city of the 
Peshwas” (p 5). Pune grew to be a sizeable 
city: with an estimated population of 
1,(X).000 in 1800, it was smaller than contem¬ 
porary Bombay, Calcutta, Madras, Lucknow, 
Hyderabad, Surat, and Delhi, but larger than 
Agra, Ahmedabad, and Aurangabad (p 40); 
and ii was roughly the size of Barcelona, 
Copenhagen, and Marseille, but much larger 
than Liverpool, Manchester, New York, and 
Brussels (pp 40-41). It may be mentioned in 
this context that Mountstuart Elphinstone 
put the population figure much higher:; 
“Poona may be reckoned to contain about 


I.IO.CXX) inhabitants [in 1821 ], having lost 
from a tenth to a fifth since the removal 
of Bajee Row with his Court and Army” 
[!838;51, 

Chapter 2 ‘The Ruling Family’ focuses on 
the Peshwa dynasty itself, dwellinjfat length 
on the individual members of its six genera¬ 
tions; Bajirao I who founded Pune and en¬ 
sured dynastic rule, his son Balaji Bajirao 
during whose regime Maratha power reach¬ 
ed its peak, his son Madhavrao 1 who 
stabilised Maratha power in the aftermath 
of the defeat at Panipat, his younger brother 
Narayanrao whose brief career was cut short 
by his brutal murder at the instigation of his 
uncle Raghunathrao, the former's posthu¬ 
mous son Madhavrao 11 who assumed office 
at the age of forty days, and finally Bajirao 11 
(son of Raghunathrao) who is generally heM 
responsible for losing the Maratha Empire 
to the British. Their personalities, contribu¬ 
tions, and internal feuds make interesting 
reading. The story mifolds with a sense of 
drama and is bound to absorb the Maha¬ 
rashtrian reader who holds this lore very 
dear. (The wealth of archival documentation 
used for piecing together the succession of 
events, however, seems unnecessary, con¬ 
sidering that they are generally known facts, 
well documented by earlier historians.) The 
account is further enlivened by describing 
the Peshwas’ day-to-day life, dress and diet, 
entertainment, and the influence of religion 
on their general conduct. The chapter serves 
to make an era from our history come to life 
in from of our eyes. 

The ‘government’ of the city, which com¬ 
bined local urban affairs with affairs con¬ 
cerning the Peshwa dominions, forms the 
substance of Chapter 3. The topics dealt 
with are: the imperial administration with 
its several departments (a list of 16 govern¬ 
ment departments is given on p 80, rangini 
from the cavalry, artillery and elephants to 
the granary and treasury), the army and its 
components, the judicial system, and muni¬ 
cipal administration. The military presence 
in Pune is said to have been emphatic, with 
the initial reliance on the cavalry having been 
supplemented in later years by the infantry 
and the artillery, as well as by the mercenary 
or ‘Gardi’ troops. The regular Peshwa troops 
were augmented by the troops raised by the 
various sardars who were given revenue 
assignments to defray their expenses. The 
vast imperial secretariat was also located at 
Pune, liie urban-local administration of the 
city consisted of a chief officer or Kotwal 
(Ghashiram Savaldas being the most colour¬ 
ful and infamous holder of that post) who 
combined the duties of a police chief, 
magistrate, and municipal commissioner, 
and who oversaw the work of individual 
peth officers. The revenues of the peths were 
derived from a variety of taxes, the lists of 
which form an important soiirce material. 

Perhaps the most original and significant 
contribution of the book lie^ in Chapter 4 
‘The Power-Brokers’. “Poona’s urban society 
represented a mosaic in which the contours 
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were Oefined by a few dominant groups: 
firstly, the ruling family; secondly, the elites 
composed of military commanders, bureau¬ 
crats of senior rank, and bankers, and thirdly, 
the generality of the citizens" (p 106). The 
second group is the focus of this chapter. 
The military-bureaucratic elites were the 
aristocratic power-brokers and the bankers 
were the money-movers, but the distinction 
was often blurred. Together they formed the 
Peshwa's own ‘constituency’, usually (but not 
always) buttressing his power. The alliance 
of these elites with the ruling family was 
usually cemented by the cormnon Chitpavan 
Brahmin background and marriage ex¬ 
changes, and their elevation to positions of 
power through the Peshwa’s personal 
patronage. With specific examples, the 
author illustrates “the nexus between bank¬ 
ing, administrative and military power and 
the urban-rural continuities in eighteenth 
century I^aharashtra ” (p 119). The most 
unusual feature of this phenomenon was the 
successful entry of Brahmins into military 
and financial roles, both traditionally alien 
to their varna, the former being the preserve, 
of the Kshatriyas, and the latter that of the 
Vhishyas (although the author does not make 
this point). 

‘Economy and Society’ is the topic of 
Chapter V (with an abrupt transition to 
Roman numerals). The author’s argument 
is that Pune was “not located on any major 
trade routes, nor did it have a rich agricul¬ 
tural and industrial hinterland capable of 
producing substantial commodity surplus 
for exchange and commerce'’, and that it was 
‘^essentially a bureaucratic-military city 
which developed its facilities to satisfy the 
goods and services needs of the FVshwas and 
the classes that were essentisJ for their opera¬ 
tions” (p 138). The author lists several oc¬ 
cupational communities, claims that the 
system of balutedan (jajmanl) “worked 
under modified conditions" in Pune, and 
that “there was considerable occupational 
mobility in the city" (p 142). The “three 
institutions that had a direct bearing on 
' Poona’s economic activity were the Shete- 
Mahajan, the Kamavisdar and the 
Chaudhari" (p 142). The Shete-Mahajan, 
who could be one or more individuals, were 
in charge of establishing a new peth or 
redeveloping a declining peth (p 17) and 
could, in return, impose collections on the 
professionals and shopkeepers residing in 
that peth. The kamavisdar was an official 
responsible for the revenue administration 
of a peth (p 18). The Chaudhari regulated 
the imports and exports of Pune city (p 142). 
The manufacturing and trading activity 
within the city and its trade with the hinter¬ 
land are reviewed, illustrated by prices of 
selected commodities. This, incidentally, also 
throws light on the prevalent income dispa¬ 
rities; items of jewellery could cost over a 
lakh of rupees individually, while a clerk's 
salary was Rs 20 per month This chapter 
also discusses different Maharashtrian and 
non-Maharashtrian Hindu jatts and non- 
Hindu communities of Pune, the tn.stitution 
of slavery (or the employment of women 
called kunbin or batki), civil disputes and 
strife, and the available means of relaxation 
and entertainment. 


Chapter VI ‘The Religious Complex’ 
outlines the rapid ‘Brahminisation* of 
Maratha rule under the Peshwas, and the 
Hindu resurgence reflected in a new political 
and cultural identity. This was manifested 
in many ways. In 1810 Pune boasted of 412 
temples (p 177; the Puneite insists that the 
city has the highest number of temples per 
capita, at least in Maharashtra!), dedicated 
to a variety of deities, some with colourful 
names such as ‘Khunya’ (murderer) Murali- 
dhar, the object of bloodshed at its very in¬ 
stallation (the anecdote appears on pp 188, 
79 and 57—one of the many unnecessary 
repetitions in the book). Predictably, “a spirit 
of religiosity permeated the everyday life of 
the citizens of Poona” (pl84), reflected in 
a variety of domestic religious ceremonies 
as well as public ones. The most famous ex¬ 
ample of the latter was the ‘Dakshina’ 
ceremony at which large sums of money 
(over a million rupees in the 1750s: p 191) 
were annually distributed to Brahmins from 
ail over India. “Of all other contemporary 
cities of its size, Poona had the unmistak- 
ble Brahman stamp, a Brahman conscience 
and voice, a Brahman life-style with all its 
shortcomings and achievements” (p 193). 

Lastly, in Chapter Vll 'Literature and the 
Arts' the author reviews the contribution of 
the scholar-poets (the best-known being 
Moropant) and bards or shahirs (the most 
famous being Honaji Bala and Ram Joshi) 
who followed the saint-poets, thus shaping, 
“the three major epochs in the history of 
pre-modern Marathi literature!’ (p 194). The 
arts and architecture of the Peshwas could 
not bear comparison with those of the 
Moghuls, having had insufficient peace and 
leisure in which to develop them, as well as 
an insecure economic base. The mansions 
of the Peshwas and their elites, their temples 
and murals,cdl display a distinctive style in 
spite of the lack of artistic excellence. 

In concluding this brief summary of the 
book’s contents, it must be stressed that the 
source materials used by the author encom¬ 
pass a wide range, from unpublished and 
published documents from the Peshwa 
Archives to secondary sources. The style of 
the narrative, though uneven, is eminently 
readable and enlivened by pithy sentences, 
as for example; “If Shivaji was the creator 
of Maratha independence, Bajirao proved to 
be the founder of the Maratha Empire” 
(p49). At its best, the .style captures the 
flavour of the Peshwa era which is presented 
here in practically all its aspects. This 
impression is accentuated by the handsome 
dust-jacket showing a photograph of the 
equestrian statue of Bajirao I which current¬ 
ly stands in front of the Shaniwar Wada 
(although this is not mentioned anywhere). 

11 

While the book makes delightful reading, 
full of lively anecdotes, for the general 
reader, the scholar is likely to discover some 
lacunae. The minor ones are discussed in this 
section, and the major ones are treated 
separately in the following section. 

TVacing the growth of Pune the author 
pinpoints as the prime factor, “the fortuitous 
decision made by Bajirao 1 in transferring 


the family residence from Saswad to Poona" 
(p 11). This was a momentous decision 
because “For all its rustic charm, the town 
[of Saswad] had an air of somnolence dear 
to the heart of a ‘feudal’ baron, but not quite 
suitable for an ambitious ‘entrepreneur in 
political power’ ” (pp 5-6), while Pune being 
“close but not too close” to Satara, the seat 
of the Maratha sovereign Shahu, served the 
Peshwa’s political ambitions well. Leaving 
aside the question of the relative somnolence 
of Saswad and Pune in the 1720s, as of their 
relative closeness to Satara, tjie question 
remains as to whether the conscious crea¬ 
tion of a new urban centre is ever entirely 
based on fortuitous decisions. The exact site 
might be a matter of chance, but the general 
elements of location tend to fulfil some 
major criteria. In the case of Pune, this 
criterion was the strategic position in a river 
valley at the junction of major trade routes 
(which the author has repeatedly denied; 
pp 11,138), as discussed in detail in the next 
section. The point that Pune’s rise was based 
on political power and not trade is well 
taken, but the inherent potential of the site 
cannot be dismissed. An additional factor 
of significance overlooked by the author is 
the grant of Pune to Bajirao 1, as part of 
his jagir or hereditary estate, by Shahu in 
1726. 

In describing the spatial structure of Pune, 
the author illustrates the profiles of the peths 
with long lists from the Peshwa Daftar, 
instead of compressing them so as to high¬ 
light the overall pattern which is, after alt, 
far more interesting and which seems to be 
missing. As another study has shown, the 
broad socio-economic and ethnic features of 
Pune’s spatial pattern crystallised during 
Peshwa times, to continue over later years, 
and showed three roughly north-south belts; 
the western perAr were Brahmin-dominated 
and mainly residential; the central peths were 
ethnically and functionally mixed, and 
commercial-residential in chftracter; while 
the eastern peths displayed ethnic 
heterogeneity but the absence of Brahmans, 
and some commercial development [Kosambi 
1980; 161-164], 

This brings us to the lack of cartographic 
illustration so essential to an understanding 
of the spatial dimension of a city’s growth 
and its i^ationship with the hinterland, both 
of which are dealt with in detail in this book. 
The two maps reproduced in the book, Plan 
of the City of Poona (dated 1851, although 
this is not mentioned) and Map of the En¬ 
virons of Poona, although excellent in the 
original, arc necessarily considerably reduc¬ 
ed in size and therefore unreadable. This is 
unfortunate indeed. The text should be ac¬ 
companied by at least two basic maps: one 
showing the extent of each peth and impor¬ 
tant locations within each (in the regrettable 
absence of Peshwa maps, the above- 
mentioned map of 1851 would serve as well, 
especially smee the physical extent of the city 
remained largely unaltered until then), and 
another showing the physical features of the 
general province; the location of other nuyor 
cities and hill forts (which are repeatedly 
mentioned in the text), as well as the routes. 

As the author has rightly underlined, the 
history of Peshwa Pune, or the city’s golden 
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past, ‘hovers’ behind its current eminence as 
“the intellectual and cultural heartland of 
Maharashtra" (p I). This could easily have 
been demonstrated by identifying the 
residues of that age which still figure in the 
city's daily life and give it the special 
historical ambience. There arc many such 
continuities the mention of which could have 
both enriched the text and served to evince 
the author's familiarity with the city’s living 
present, and not merely its archival past. 'Ib 
begin with, the Peshwa’s five palaces or man¬ 
sions in the city could have been identified, 
at least in terms of the approximate loca 
tions of those which have disappeared or 
changed their appearance. (Only Vishrambag 
Wada is standing largely intact, Shaniwar 
Wada has left only its shell of massive ram¬ 
parts behind, Shukrawar Wada's site can be 
identified as Ihlimkhana next to Gadikhana 
and Budhwar Wada's as Faraskhana (both 
being annexes of the original structures), 
while Oanesh Wada was metamorphosed 
into Aryabhushan Theatre.) There arc other 
interesting residues. The Kotwal’s tank 
(p 93), also known as Ghashiram’.s tank, 
until recently visible near St Mary’s Church, 
was located next to Ghashiram Kotwal’s 
mansion. Both presumably stood within the 
suburb of Navapura which was being 
developed by Ghashiram’s sons to the east 
of Bfiavani peth, on the road to Solapur 
[Peshwa Dianes, VIII: 354-55, map of 
Poona Cantonment in Poona Directory; 
map in Kosambi 1980; 150]. Finally the signs 
of the British presence. The British resident 
at the Peshwa’s court was offered a residence 
in the city, the building in question being 
Gaekwad Wada in the heart of the city 
(Parasnis 1921:49; the same wada now 
houses the offices of the Marathi daily the 
Kesari founded by Lokamanya Tilak). The 
resident, however, refused the offer in favour 
of a picturesque spot outside the city, at the 
confluence or 'sangain' of the Mula and the 
Mutha. This Sangaii) Residency is now 
marked by the judge’s bungalow which 
stands on the same site. 

The British Residency at Pune, which 
served as a conduit for the Bombay govern¬ 
ment’s increasing intervention in the 
Peshwa’s affairs and later occupation of the 
city, has not merited a mention in the book. 
Understandably the book concentrates on 
the Peshwa city which is its principal focus. 
But the city’s chief foreign diplomatic 
enclave deserves notice as an extension of 
and incipient counterbalance to the 
Brahminical city. Also, the appearance and 
functioi^ing of this settlement has been 
amply documented, even in the British 
sources cited by the author. This point is 
amplified In the next section. 

All these omissions leave the reader with 
the feeling that the larger context is missing. 
An indepth study of Peshwa Pune and its 
immediate vicinity need not necessitate the 
sacrifle'e of the broader context. If the 
unique features of Pune and of the function¬ 
ing of the Peshwas is stressed without com¬ 
parison with other cases, then the unique¬ 
ness of these features becomes questionable. 
A case in point is the Brahminical ambience 
of Pune. This was undoubtedly strong (and 
remains strong In the old city even to this 


day), and equally undoubtedly stemmed 
from the Peshwa's dominant role. Inciden¬ 
tally, prior to the rise of the Peshwas, 
Chitpavan Brahmins were considered in¬ 
ferior by the socio-economically and ritually 
superior Deshastha Brahmins, and the story 
goes that the Peshwa was not allowed access 
to the river ghal at Nasik which was reserved 
for Deshastha Brahmin priests [Kumar 1968. 
37-38]. But all the Peshwas’ activities cannot 
necessarily be mlcrpretcd in this light. For 
example, the annual ‘Dakshina’ ceremony 
which involved the disbursement of enor¬ 
mous sums of money to thousands of 
Brahmins and which was the most empha¬ 
tically Brahminical institution of the I’cshwa 
era, was not of Brahmin origin. The cere¬ 
mony was instituted by Dab hade (a sardar 
of Maratha caste) of Talegaon and was taken 
over by Bajirao 1 (after killing him in battle) 
[Bhave 1976-71J It is linked with the tradi¬ 
tional duty of the Hindu king to honour 
Brahmin.s, irrespective of his own caste af- 
rdiation. The Maratha king or Chhatrapati 
was “not only ihe chiel magistrate of the 
state, but the principal regulator ot social 
cu.stom and the piotecior of religion as well”. 
This becomes significant because the 
Peshwas, being Brahmins, are often wrongly 
supposed to have derived their religious 
authority from their Brahmin birth [Sen 
1976:121). This context has not been suffi¬ 
ciently stressed when the author states that 
“The Peshwas, being both Bralimans and 
rulers, not only followed their long tradition, 
but gave it a particularly Brahman orienta¬ 
tion” (p 190). 

Similarly, the Peshwa’s creation of a Chit¬ 
pavan Brahmin ‘constitueiK 7 ’ as a loyal sup- 
port structure has to be seen as just another 
example of an accepted phenomenon, given 
the strength and all-pervasive nature of caste 
alignments of the day (as also of today). This 
phenomenon was likely to occur no matter 
what caste the ruler belonged to. In fact, this 
combination ot intra-caste affinity and inter¬ 
caste encapsulation was shrewdly utilised for 
political purposes by Maratha rulers Shivaji, 
lor example, always appointed three chief 
officers in charge of each hill fort: the three 
were similar in status but different in caste 
(usually a Maratha, a Brahmin, and a 
Prabhu), so that collusion and treachery 
were ruled out [Sen 1976:78-79; Karve 
1968:136]. Incidentally the whole complex 
issue of caste has been handled in a rather 
lax manner in the book under review; the 
Maratha chief Holkar has been labelled a 
Maratha by caste (pp 109, 112), whereas he 
belonged to the Dhangar caste, a fact signifi¬ 
cant within the caste hierarchy of the region. 

Finally, a word about the layout of the 
bock. The manner of referencing is clearly 
unsatisfactory, with references for several 
consecutive paragraphs being pooled 
together and the reader left to unravel the 
whole by turning pages back and forth. The 
bibliographical details arc often inaccurate. 
Thus G S Sardesai’s Main Currents of 
Maratha History has been attributed to 
M O Ranade whose Rise of the Maratha 
Power appears as a reference in the text but 
not in the bibliography- 
* Some of these errors can undoubtedly be 
attributed to the poor typography. For ex¬ 


ample, in the bibliography. Choksey’s /terfoaf 
of Transition has become Period of Trans¬ 
lation Such typographical errors abound 
throughout the book. Indeed, the poor 
quality of the .printing is nothing short of 
shocking in a reputed publishing firm such 
as Oxford University Press. 

The reader’s reaction to the book under 
review may be summed up by saying that the 
book is full of promi.se which is not quite 
fulfilled The reader is left with the impres¬ 
sion that the substance of the book was con¬ 
siderably influenced by the availability of 
material, rather than germinating from a 
tight theoretical framework for which source 
materials were assiduously obtained. In 
other words, details form the bulk of the text 
rather than serving as illustrations of an 
idea. How'cver, this story of Peshwa Pune 
remains a very readable and enjoyable com¬ 
plement to the already existing scholarly 
literature on the city. 

Ill 

A comprehensive picture of Peshwa Pune 
must necessarily deal with basic factors such 
as its location and functions. This section 
addresses the questionable assumptions in 
the book under review, namely, Pune’s lack 
of advantageous location, and its significant 
military functions; and adds a supplement 
on the British presence in Peshwa Pune 

The pattern of urbanisation under the 
Marathas showed some distinctive features. 
The emergent Maratha power under Shivqji 
relied not on towns but on hill forts which 
were military, and later also administrative, 
strongholds located on the eastern slope of 
the Sahyadrian range (also known as the 
Maval area). The subsequent growth of 
Peshwa power was reflected in city-building 
in the area immediately to the east of the 
Maval, broadly in a north-south belt 
[Kosambi 1984/88:11], These towns were 
deliberately .sited under the shelter of hill 
forts, and the revenues of nearby villages and 
towns were usually assigned for the main¬ 
tenance of the forts and their garrisons [Sen 
1976: 279], Thus a document dated 1-715- 16 
[Rumal 129, -Jamav Section, Peshwa Daftar] 
shows that the revenue administration and 
defence of Pune were entrusted to the com¬ 
mander of Sinhagad fort in its vicinity. The 
town-building activity in this region 
developed only after Shahu left Ajlnkyataia, 
the hill fort of Satara, and settled down in 
Satara town which he built at the foot of the 
hill, on the model of Moghul towns (Bhave 
1976: 10, 12). This symbiotic relationship 
between Peshwa cities and forts can be com¬ 
pared to the pre-Moghul Muslim cities in the 
area, such as Ahmednagar and Sholapur, 
which separated governmental-military func¬ 
tions from the town settlement, although the 
latter was also adequately protected. The 
Maratha towns were usually not protected 
by wails, as seen in the case of Nasik, Pune, 
Karad and Satara, with Kolhapur being the 
only exception. 

The siting of these towns was heavily in¬ 
fluenced by physical features such as fertile 
river valleys and route networks. The most 
ancient arterial trade route in this area ran 
north-south, connecting the northern plains 
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o( the sub-continent witfi the peninsular 
south. It was joined or crossed by several 
roughly east-west access routes which linked 
the costa] ports with the inland Deccan 
plateau, through the limited number of 
passes or ‘ghats’ in the otherwise impreg¬ 
nable Sahyadrian escarpment. Thus Nasik 
in the Godavari valley lay at the junction of 
the arterial route with the Thalghat loute; 
Junnar at its junction with the Nan^hat 
route; Pune in the Bhima valley at its junc¬ 
tion with the Borghat route: Satara, Karad 
and Kolhapur in the Krishna valley at the 
junctions of routes respectively through 
Parghat, Kumbharlighat, and Bawdaghat (as 
well as Phondaghat) [Kosambi 1984, 
1984-88]. 

Pun^s dependence on protection from the 
nearby hill forts allowed the city to remain 
unwalled, since it was never expected to func¬ 
tion as a military stronghold, in case of 
invasion the city was abandoned, and the 
Peshwa family with_^-their paraphernalia 
repaired to either Sinhagad or Purandar fort. 
Observers considered this freedom from 
defence responsibilities to be “a release 
from... an encumSrance” and a great advan¬ 
tage in those unsettled times [Renell 1793: 
208-09]. Although the city had several 
cavalry lines, artillery stores, and a gun foun¬ 
dry, they were probably not much larger than 
those in other cities in the region, and meant 
for the defence of the region rather than of 
the city; and the regular garrison of the city 
was small, employed mainly to guard the 
Peshwa's residences and to keep general 
ordei. Thus Pune was pot a military station 
until the post-Peshwa period when the 
British rulers created a large military can¬ 
tonment for quartering toops there prema- 
nently. The establishment of military sta¬ 
tions in the Peshwa dominions was a British 
urban innovation, and was accompanied by 
the concomitant destruction of the hill forts, 
thus radically altering the military complex¬ 
ion of the region [Elphinstone 1819: 12-15]. 

The British presence at Pune dated from 
the 4780$. The growing power of the Peshwas 
brought ambassadors from all the major 
powers in India, as well as French and 
British envoys. A permanent British resident 
was stationcxl at Pune since 1786 [Gazetteer, 
III: 408-09]. The Residency was originally 
a single bungalow, but by 1805 it had ex¬ 
panded into “a set,of bungalows, scattered 
over the point of the sungum”, “fitted up 
conveniently and luxuriously”. Attached to 
the residency were the Resident’s guards, and 
stables for his horses, elephants, and camels 
[Mackintosh 1836,1: 279). Apparently an at¬ 
tempt was made to create a semi-British 
country-house atmosphere: '’The apart¬ 
ments are a group of ’bungalows', or garden 
houses, placed in a most delightful garden, 
where the apple, the pear, the peach, the 
orange, the almond, and the tog, over¬ 
shadow the strawberry, and are hedged in 
by the rose, the myrtle, and the jasmin” 
[Graham 1812: 73]. 

Sir James Mackintosh, the Recorder or 
Chief Justice of Bombay has left a vivid 
description of Anglo-Maratha diplomatic 
relations [1836: 276-86]. He visited Pune in 
1805 and was received near Ganeshkhind by 


the Peshwa’s representatives: “We soon 
arrived at the spot intended for the interview. 
About a thousand Mahratta horses were 
drawn up on both sides of the road. I look¬ 
ed at them with some curiosity, as a 
specimen of that terrible cavalry, who had 
wasted the greater part of India, and sub¬ 
dued so large a portion of it... When we had 
got about the middle of this body of cavalry, 
the trumpets and tomtoms announced the 
immediate approach of the ’sirdar*. We 
found a little carpet spread in the middle of 
the road. The Mahrattas and we dismounted 
at the same moment. We met on the carpet. 
1, agreeably to my instructions, first saluted 
four or five of the inferior chiefs, and then 
embraced... the deputy dewan..., the head of 
the deputation sent by the Peshwa to con¬ 
gratulate me on my arrival in the capital of 
his dominions. After this ceremony, we 
squatted ourselves on the carpet. As I had 
on leather breeches, and had not been bred 
a tailor, I found the operation troublesome, 
and the posture not very agreeable.” 
Mackintosh, considered the host at this 
ceremony, concluded the interview by offer¬ 
ing the guests betel nut wrapped in leaves 
and perfume of roses, and sprinkling rose 
water on them, in the Indian style. “The pro¬ 
cession to the Residency was arranged in the 
following order: In front two... couriers... in 
scarlet, mounted on camels. Then a small 
party of the sepoys of... [the] escort. After¬ 
wards several chubdars, etc, in scarlet. Then 
the gentlemen on horseback and lastly the 
three state elephants, on one of which... [I] 
myself rode.” Later he went “with our usual 
train of camels, elephants, etc, to wait upon 
the Peshwa.... He is much the handsomest 
Hindu I have seen... I have now been pre¬ 
sented to three chiefs of nations [George the 
Third, Napoleon, and Bajirao], and, in 
manner and appearance, I must prefer the 
Mahratta”, At the end of the formal darbar. 
Mackintosh and a British colonel of his par¬ 
ty had a private conversation with the 
ftshwa and three of his ministers, the 
Peshwa expressing his anxiousness for con¬ 
tinued good relations with the British. 

The other British outpost of Pune was at 
’Garpir’ to the east^of the city. In 1803, after 
the second Marathg war, British troops were 
officially stationed there to protect the city, 
and the Garpir cantonment was born in the 
vicinity of today’s General Post Office 
[Gazetteer, II: 368-69]. This was to serve as 
the nucleus of the later and much larger can¬ 
tonment created at the British occupation 
of the city in 1818—the nucleus, in short, 
of the British ’Poonah’ which was a military- 
civilian appendage to the dty, and which was 
henceforth responsible for nurturing the 
growth of the dual urban structure. 

The days of Peshwa Pune's glory were 
definitely over—except in the hearts of the 
Puneites. 


References 

Bhave, V K, Peshwekadn Maharashtra (1936), 
reprinted by the Indian Council of 
Historical Research, New Delhi, 1976. 
Elphinstone, M, Report, 1819, appendix to 
Chaplin’s Report Exhibiting a View of (he , 
Fiscai and Judicial System of Administra¬ 


tion, Introduced Into the Cohduered Hr- 
ritory above the Ghats..., 1838. 

—. Report on the Territories Conduered from 
the Prishwa, reprinted, ^mt»y, 1838. 

Gasetteer of the Bombay Presidency, VW XVlIl' 
(Poona), 3 Parts, Bombay, 1185. 

Graham, M, Journal of a Residence in India, 
Edinburgh, 1812. 

Karve, 1, Maharashtra—Land and Its People, 
Maharashtra State Gazetteers General 
Series, Bombay, 1968. 

Kosambi, M, Bombay and Poona- A Socio- 
Ecological Study of Two Indian Cities, 
1650-1900 (printed doctoral dissertation in 
Sociology), University of Stockholm, 1980. 

—, 'The Konkan Ports and European Domi¬ 
nance: An Urban Perspective’, paper 
presented at the Seminar of the Konkan 
Society, held at Poona University in 
December 1984 (being published in Studies 
in the Economic History of the Medieval 
Deccan). 

—, ‘Indigenous and Colonial Urban Develop¬ 
ment in Western Maharashtra’ (paper 
presented at the First International Con¬ 
ference on Maharashtra held at Ibronto in 
March 1984), in The City, Country and 
Society in Maharashtra, edited by D W 
Atiwood, M Israel and N K Wagle, Univer¬ 
sity of Toronto, 1988. 

Kumar, R, Western India in the Nineteenth 
Century, London, Routledge and Kegan 
Paul, 1968. 

Mackintosh, J, Memoirs, 2nd ed, Vol I. 
London, 1836. 

Parasnis, D B, Poona in Bygone Days, Bombay, 
1921. 

Peshwa Dqftar (manuscripts, Peshwa Archives). 

Renell, J, Memoir of a Map of Hmdostan, 3rd 
ed, London, 1793. 

Selections from the Satara Raja’s and the 
Peishwas' Diaries (ed), G C Vad, 9 Vols, 
Poona, 1906-1911 (abbreviated as Peshwa 
Diaries). 

Sen, S N, The Administrattve System of the 
Marathas (1923), 3rd ed, Calcutta, 1976. 

The Times of India Poona Directory and 
Guide, Bombay, 1904 (abbreviated as Poona 
Directory). 


Just Published 

Jawahailal Nehru on 
Science and Society 

A Collection of his 
Writings and Speeches 


edited by 

Baidev Singh 

Crown Bvo; pp xxii 298; Rs 250 
Published by 

Nehru Memorial MuseumSLibrary, 
New Delhi 

Distributed by 

MANOHAR BOOK SERVICE 

1, Ansari Road, Daryaganj 
New Delhi 11(X)02 


250 


Economic and Political Weekly Fbbniary 4, 1989 




Anand Model and After 

V Nilakant 

A Strategy for Rural Development: Dairy Co-operatives in India by 


R C Mascarenhas; Sage Publications, 

IN reeeni yeurs considerable controversy has 
been generated ovei the impact of Opera¬ 
tion Flood--a dairy development pro¬ 
gramme launched by the government 
primarily to increase milk production. While 
some ol the criticism has been based on half- 
truths and opinions and sensationalised in 
the popular press,,critical questions about 
the efficacy and appropriateness of Opera¬ 
tion Flood as a developmental strategy in the 
Indian context have been raised by scholars 
engaged in substantive research. The present 
bo'ok by Mascarenhas belongs to this genre 
of scholarly research. It attempts a dispas¬ 
sionate analysis of India's dairy development 
programme and seeks to draw lessons from 
both successes and failures. 

A study of what is probably one of the 
largest dairy development programmes in the 
world IS no easy task. Mascarenhas has 
managed the effort raihei well without put¬ 
ting loo many demands on the reader. To. 
those unfamiliar with the history of dairy 
development in India, Operation Flood had 
Its genesis in the setting up of two milk eo 
operatives in Ciujarat in December 1946. The 
farmers of Kaira district in Ciuiarat, who 
supplied milk to the city of Bombay, felt ex¬ 
ploited by the monopoly procurers and 
sought the intervention of Sardar Patel. He 
advised them to set up a milk producers' co¬ 
operative. The first milk co-operative was set 
up by Tribhuvan Das Patel who "enticed a 
young dairy engineer, Varghese Kurien, who 
was then posted at a government-run 
creamery in Anand” to join them The joint' 
efforts of Patel and Kurien resulted in the, 
setting up of the Kaira District Co-operative 
Milk Producers Union Ltd, also known as 
the Anand Milk Union Ltd (AMUL), These 
two individuals steered the farmers of Kaira 
through a series of crises and made AMUL 
one of the most successful co-operative 
enterprises in the world, AMUL exemplifies 
the Anaiid model of co-operative 
development. 

The success of AMUL as a co-operative 
business enterprise can be gauged by the in¬ 
crease in milk production since its inception. 

In 1946, milk procurement from the two co¬ 
operative societies amounted to a meagre 
200 litres per day. Today, AMUL consists of 
880 primary milk societies which produce, 
about 8,00,000 litres per day. In 1965, under 
the initiative of prime minister Lai Bahadur 
^Shastri, it was decided to extend the suc¬ 
cessful Anand model to other pans of India. 
This led to the creation of the National 
Dairy Development Board (NDDB) in 1965 
and its’sister organisation, the Indian Dairy 
Corporation (IDC) in 1970. 

The NDDB launched Operation Flood in 
1970. Under this project, milk powder and 
butter oil donated under the World Food 
Programme scheme of the FAO/EEC were 
recombined into liquid milk and sold to 
urban consumers. The resulting income was 
invested in dairy development in the rural 
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hinterlands of such cities. The programme 
was further extended in 1978 and called 
Operation Flood 11. In organisational terms, 
the Anand model envisages setting up of 
milk co-operatives of rural producers. 
Several such producers’ co-operatives form 
a union. The union provides for procure¬ 
ment, processing, distribution of milk, 
animal care extension services, inputs for 
growing fodder and subsidised cattle feed. 
Such unions of co-operatives form a state 
level federation. 

The present book is concerned with the' 
process of extending the successful Gujarat 
experience to the rest of India. In particular, 
it examines the development of dairy in¬ 
dustry in Karnataka which is based, on the 
Anand model. The purpose of the book Is 
to highlight problems associated with the 
transfer of successful models and it attempts 
to draw lessons from the experiences of 
NDDB in extending the Anand model to 
Karnataka. 

The author employs what he calls an “ex- 
ploraioi y approach to research" to achieve 
his purpose. Such an approach views 
research as a continuous learning process 
arising out of interactions in the field. Ac¬ 
cording to him, “a loose open-ended ap 
proach avoids the pitfalls of the blue-print 
approach which tends to fit data into pre 
set formulations or hypotheses”. However 
such an approach is no less rigorous than 
conventional empirical research because the 
author relies upon multiple methods data 
collection such as observations, participa¬ 
tion. group discussion, interviews and data 
collection from secondary sources. Field 
work for the book was carried out between 
July 1984 and March 1985 and covered 
several villages, union and state headquarters 
in Karnataka and Gujarat, in addition to 
visits to Hyderabad and Delhi. Data col¬ 
lected from the field through interviews, 
group discussions and observations were 
supplemented with data collected from pro¬ 
ject reports, annual reports and various 
evaluation studies. These data formed the 
basis for in-depth interviews with various of¬ 
ficials at union, federation, and national 
levels. 

The book consists of nine chapters. 
Broadly, the nine chapters cover three 
aspects. First, an overview of rural develop¬ 
ment strategies, in general, and dairy 
development, in particular, is provided. Se¬ 
cond, the working of the Anand-type co¬ 
operative programme is examined. Third, the 
development of dairy industry in Karnataka 
<s discussed and the working of the Anand- 
type programme in Karnataka is examined. 
The final chapter summarise the findings of 
the study and presents the conclusions. 

The author begins with an examination 
of four strategies of rural development- 
community development, agrarian reforms, 
intensive agricultural district programmes 
(I.ADP) and integrated rural development 
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programmes (IRDP). According to the 
author these strategies have been largely in¬ 
effective because they were planned and im-. 
plemented through a centralised, hierarchic^ 
administrative system which was inscnsitivel 
to local conditions and needs. Such an ap¬ 
proach has only led to increa.sed inequalities 
in the rural sector and has failed to benefit 
the poor. It is argued that, for effective 
development to lake place in the rural sec¬ 
tor, it is essential to promote ‘constituency 
organisations’ which are responsive to local 
needs. The rural co-operative enterprise is 
an example of such an organisation. While 
It is true that rural co-operatives have been 
successful in some regions and have failed 
elsewhere, it is necessary to examine the suc¬ 
cess experiences to transfer the ‘essence* or 
‘the essentials’ to other regions. These essen¬ 
tials are, then, modified to suit the local con¬ 
ditions. The author makes fundamentad 
distinctions between the successful co¬ 
operative as a pilot project, a demonstration 
project and a prototype. According to the 
author, what we need arc successful pro¬ 
totypes that can be adapted to suit local con¬ 
ditions elsewhere. In his view the Anand-type 
co-operative exemplifies this approach. 

The book moves on to an examination of 
the role of animal husbandry in rural 
development in India. Despite the fact that 
India owns 17 per cent and 50 per cent of 
the world population of cattle and buffalo 
respectively and despite the fact that it is the. 
fifth largest milk producer in the world, the 
per capita mik production of India is one 
of the lowest. The author makes a stroim 
case for cross-breeding as a strategy for in¬ 
creasing milk production. A concerted ef¬ 
fort by various agencies of the government 
has resulted in a 50 per cent increase in milk 
production between 1972 and 1982. IWo ikc- 
tors have been largely responsible for poof 
production; (a) inefficient animal husban¬ 
dry and management practices, and (b) 
absence of an organised market for milk 
production. 

The new dairy development policy under 
the Sixth Five-Year Plan focuses explicitly on 
these constraints. Operation Flood I and II 
were launched to remove these two basic 
obstacles by providing an organisational 
form based on the Anand model. As stated 
earlier, the organisational form envisaged 
setting up of primary milk co-operatives, 
organisation of primary co-operatives into 
unions, and co-ordination of unions through 
state-level federations. Funding and con¬ 
sultancy were to be provided by the 
NDDB/IDC. 

According to the author, the success of the 
Anand model can be attributed to four fac¬ 
tors: (a) overcoming a series of early cri¬ 
ses, (b) the leadership of Patel and Kurien, 
(c) the commitment of professionals to work 
with the farmers, and (d) active participa¬ 
tion of local people. AMU L was able to 
develop structures, systems and procedures 
suited to local conditions and was thus able. 
to maximise both efficiency and participa¬ 
tion. The strategy followed by the NDDB tQ .i 
extend the Anand model in the rest of India.! 
under Operation Flood I involved adberinij' 
to the core values which contributed to its. 
success and adopting a flexible approach to 
suit local conditions. Thus, a great deid of 
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emphaMs is laid on adopting uniform by' 
laws for dairy co-operatives, the same system 
of accounting, adopting pricing for milk 
based on fat content and adhering to 
rigorous quality control. Flexibility is main¬ 
tained in contracting out-services such as 
milk collection and veterinary routes. The 
author ob.servcs that the process was evolu¬ 
tionary in Anand while elsewhere, given the 
constraints of a time-bound programme, this 
process has to be developmental. This basic 
dilemma has created some obstacles to the 
extension of the Anand model in the rest of 
India. 

Discussing the various programmes under 
Operation Flood I and II, the author points 
out that a dramatic shift has taken place in 
the dairy development strategy between 1970 
and 1985. The approach to milk production 
has shifted from traditional to technocratic. 
A technocratic approach demands proper 
planning, a network of services and better 
management methods. In addition, institu¬ 
tional changes at different levels become im¬ 
perative. Most of the criticism against India's 
dairy development programme relates to this 
technocratic approach which, like the Green 
Revolution, is likely to benefit people who 
have better access to resources. The author 
presents both sides of this debate and quotes 
an impressive array of studies to show that 
some of the criticism against the strategy 
may be upfounded. 

IVo chapters of^he book deal with the 
development of dairy industry in Karnataka. 
These are probably the most important 
because they present a faiscinating insight in¬ 
to the practical problems likely to be en¬ 
countered in extending the Anand model. 
The Karnataka government initiated a pro¬ 
gramme in 1973 to enhance milk production. 
The programme, funded by the World Bank 
and the government of India, involved the 
adoption of the Anand model with the 
NDDB/IDC acting as consultants to the 
programme. An in-depth analysis of the fac¬ 
tors contributing to the performance of the 
programme is presented. The author 
observes that, while the primary objective 
of increasing milk production was not met, 
the programme was able to create an infra¬ 
structure for dairy development in the state. 
The social impact has been increased use of 
modem technology, a commercial approach 
to dairying and. acceptance of animal 
husbandry practices. Existence of multiple 
agencies ivith conflicting objectives has bMn 
a major impediment. More important, the 
Anand model is based on the premise that 
the control of all milk production and pro¬ 
cessing plants will be under the union. Ip 
Karnataka, however, the dairy processing 
plants were controlled by the state-level 
federation which is dominated by a 
bureaucratic culture referred to as the 
'departmental culture* by the author. The 
federation has failed to provide greater 
autonomy to the unions which is an essen¬ 
tial prerequisite to the effective working of 
the Anand model. While the NDDB has 
relied on multiple strategies of bargsuning, 
persuasion, and co-optation, it has been 
reluctant to impose its views on the state- 
level agencies. 


Discussing the socio-economic conse¬ 
quences of the dairy development pro¬ 
gramme in Karnataka, the author asserts 
that marginal and small farmers have been 
the greatest beneficiaries for whom dairy¬ 
ing provides an alternative source of income. 
He believes that the traditional patron-client 
links built around landownership are 
gradually disappearing as a result of a varie¬ 
ty of social, economic and political factors. 
The author is sceptical of critics who argue 
that the new dairy technology of cross 
breeding favours only the large landowners. 
An approach to rural development as a 
multi-enterprise system is advocated in 
which land is only one of the resources. The 
author believes that such a strategy of 
'pluralistic realism' may be more appropriate 
for the Indian context. 

, I 

Summarising the Findings of the study in- 
the last chapter, the author makes an impor¬ 
tant point that the continuation of 
bureaucratic administrative structures such 
as the animal husbandry department and the 
registrar of co-operative societies in dairy 
development programmes has hindered both 
participation and effectiveness. 

In my opinion, the book is a significant 
contribution to the literature in rural 
development, in general, and dairy develop¬ 
ment, in particular. It presents a balanced 
picture of the Anand model of dairy 
development and attempts to draw lessons 
from both its achievements and shortcom¬ 
ings. The major thesis of the book is that 
successful rural development strategies need 
to have three components; 

(a) Mobilisation: The actual beneficiaries. 


must be involved in planning and im¬ 
plementing critical decisions that affect 
them. There should be forums and struc¬ 
tures such as the dairy co-operatives 
which will facilitate involvement and 
participation. 

(b) learning: Development requires con¬ 
tinuous learning and dialogue. In¬ 
dividuals and organisations must 
develop capabilities to learn from ex¬ 
perience. Such social learning is an im¬ 
portant factor in the growth and replica¬ 
tion of successful models. 

(c) Structure: Development programmes re¬ 
quire appropriate organisational forms 
that will promote mobilisation, learning 
and interaction with the environment. 
Such organisations need to develop ap¬ 
propriate systems and procedures suited 
to their local context. They also need to 
be insulated against a debilitating 
bureaucratic culture characterising most 
governmental agencies. 

Given such a flamework it is easy to see why 
most centrally planned and implemented 
programmes fail because all the three com¬ 
ponents are conspicuous their absence in 
most such programmes. 

The book is aimed at an audience of plan¬ 
ners, policy-makers, administrators, activists, 
scholars and students. In my view, almost 
anyone concerned with any aspect of 
de^opment in the third world context ought 
to read this book. Because the critical issues 
raised in this book are the ones that need 
to be addressed explicitly if one is commit¬ 
ted to the policy of economic growth with 
social justice. 
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. ~ ~ ~ ' _ SPECIAL ARTICLES 

Famine of 1943 in Vikramp.ur DajPCiP 

Atok Mitn j-4 ► i • 

Colonial policies in Bengal were at the root of the disastrous famine of 1943. The Denial and Evacuation 
policies implemented the year before with such ruthlessness only resulted in creating an artificial scarcity situa¬ 
tion in some areas and sent the prices shooting up. The cyclone of 1942 made matters worse. Moreover, the British 
administrators suppressed all news of the situation for a long time. This is a vivid persona! account of the famine 
as seen through the eyes of an administrator serving in Vikrampur, now in Bangladesh, during the famine and after. 


THE Cripps*mission had strengthened my 
antipathy to Amery, Linlithgow and Herbert 
and made me apprehensive of the future. 
Somehow I gained the impression that they 
were a bunch of crooks—Herbert in 
Krishnagar in 1941 had given me that 
impression—hellbent on sadistic reprisals. 

1 tried to dismiss these apprehensions as 
figments of my personal prejudice, but what 
happened around me from the beginning of 
1942 suggested that I might not be far 
wrong. 

Some sort of a picture emerged when 
Shyamaprasad Mookerjee resigned on 
November 20, 1942 and Faziul Huq on 
March 29 of the next year. But the outlines 
were still blurred until they had made their 
statements at the Bengal legislative assembly 
on February 12 and March 29,1943 respec¬ 
tively. Faziul Huq’s final explanation came 
on July 5, 1943 in the assembly. The three 
speeches and the debates they generated 
helped to work out my own chronology of 
the origins of the famine and the path it 
traversed. They also yielded a diabolic por¬ 
trait of His Excellency Sir John Arthur 
Herbert, Knight Grand Commander of the 
Indian Empire. 

The constraints imposed by the require¬ 
ments of this story will permit but the 
briefest outline of what I suspected were the 
main landmarks of the origins and progress 
of the catastrophe. The most authentic and 
perceptive details will, in my opinion, be 
available in the proceedings of the central 
and the* Bengal legislative assemblies, of 
their upper houses occasionally, and in the 
delates of the parliament in London. My 
own account, coming from a small cog of 
the system, will not be concerned with such 
questions as intrafamily consumption or en¬ 
titlement. now currently in fashion, but will 
dwell mostly on the political and administ¬ 
rative origins of the catastrophe and their 
consequences. 

I 

My own hunch is that Herbert probably 
took Netaji’s flight as a slap in his face. The 
failure of intelligence was too much to bear 
for Linlithgow and even his masters in 
Whitehall. They were determined not to take 
further chances, to judge by the steps that 
Linlithgow and Herbert embarked upon 
soon after. Not merely the flight, the 
aasistanoe that Subhas Chandra Bose sou^ 


and received from the Nazis and the 
Japanese must have stoked sentiments of 
hatred and revenge all along the line. The 
British government plainly trampled on the 
solemn declarations of Gandhiji, Nehru and 
other leaders when they dissociated them¬ 
selves from and even opposed Netaji when 
he formed his INA and b^an his broadcasts 
to the Indian people. The British mistrust 
was in a way understandable. It must have 
proceeded on the assumption, that to an 
Indian, as to everybody else,'an enemy's 
enemy was a friend. 1'heir record in India 
was so black and their intention, particularly 
during and after the Cripps mission, so 
threadbare that it must have been hard for 
them to believe that Indians would still 
regard Britain's enemies as their enemy on 
account of the threat they presented to the 
entire world. Second, in their imperialist 
hubris the British were incapable of believ¬ 
ing that a genuine people's movement was 
possible in India. In spite of their own ex¬ 
perience of England rising as one man after 
the blitz of 1940 they still did not have much 
respect for any nation’s fighting spirit except 
what was lodged in its professional army, lb 
the British India’s help was dispensable, 
although the United States and China, two 
of the five sponsors of the United Nations, 
thought that it was not. Even the Soviet 
Unioh, much too preoccupied with loosen¬ 
ing the Nazi stran^ehold on its own throat, 
showed its positive interest in India’s par¬ 
ticipation by routing Litvinov’s passage to 
the United States through India, although 
none of its vital supplies, unlike those of 
China, flowed through India. 

The acts of reprisid that were inflicted on 
Bengal after the Japanese kamikaze attack 
on two British warships on December 10, 
1941, followed by Japan’s invasion of Burma 
on January 19, 1942, were, in my opinion, 
not only motivated by utter disregard of 
Bengal’s plight but by positive bloody- 
mindedness on the part of Herbert, abetted 
no doubt by Linlithgow and Amery. They 
could only be explained as the acts of men 
in a frenzy “to teach the bastards a lesSon 
they will not easily forget". 

But let me not run away with the bit bet¬ 
ween my teeth but give the sequence of 
events. 

The Erst offer of public co-operation in 
defensive vigil that the government contemp¬ 
tuously turned down, after the Japanese in¬ 


vasion of south-east Asia, even before 
Netaji’s flight, was the foimation of the 
home guards. This was on the ridiculous 
pretext that trainers were not available. As 
though the village chowkidars and the ' 
regular constabulary lacked knowledge; as 
if the British home guards mushrooming, 
overnight after Dunkirk had received any 
elaborate training. 

It might be possible to interpret this 
refusal as a negative reaction designed to 
keep the country supine and dependent on 
British protection. But the next step that 
the government of Linlithgow and Herbert 
thought of executing with great zest, after 
Netaji’s disappearance and the Japanese in¬ 
vasion of Burma, was, to say the least, 
ludicrous and positively vengeful. Herbert— 

I am using the name for good reason, as will 
presently appear, instead of ^e phrase 
‘Bengal government’—thought%f copying 
the Russian 'scorched earth’ polity in Bengal, 
although it was quite dear that the Japanese 
were interested in occupying Burma first, 
which would on the one hand cut off sup¬ 
plies and the route to China, and on the 
other, turn the entire eastern flank of India 
for choosing their own time and points pf 
attack. They were plainly not interested in 
attacking or overrunning Bengal first, in 
which case they would have started bombing 
to reduce harbours and port cities. 

Wholly ignoring the fad that in Russia 
it was the common people, one and ail, who 
voluntarily carried out the policy, ensuring 
denial of anything that might be of use to 
Nazis follow^ than. Herbal translated the 
supreme Russian gesture of self-sacrifice into 
a totally contrary two-pronged weapon of 
perverse destruction. His intention surdy 
was to rob the people of the will and the 
wherewithal to fight. The result was hatred 
in the country for the protector which 
manifested itself in the Mgust 1942 distutv 
bances to the greatest extent in Midnapiir 
where both of the pfongs—denial and 
evacuadon—operated most harshly becatiacv 
unlike the other districts of East Bengal aiul . 
24 Parganas with their hundreds of creeks, .: 
waterways and islands oEering facilities of : 
concealment, it was a landlocked distrid OK 
tirely with no escapes except into the wide 
open B^r of Bengal. 

The much trumpeted Denial and Evacua- 

tion Policies were executed with ruthlesaaes* .. 

accompanied by thoroughnew in denial at ■ 
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information, so much so that no firm record 
csdits either in the newspapers or in govern¬ 
ment archives as to the exact dates on which 
these two policies were launched. But by 
February IS, 1942, when I joined in Mun- 
thiganj, the effect of the Denial Policy was 
all loo visible, as I have already remarked, 
in the numerous rice markets and hats of the 
subdivision. In the nearly two dozen large 
wholesale rice markets conveniently spaced 
all over the subdivision with their attendant 
weekly hats, 1 did not see any warehouse in 
any one of the bigger markets in February- 
March 1942 which contained more than a 
hundred to two hundred bags of rice exposed 
to view. In a normal year, they would have 
contained at least several thousands each. 

The Denial Policy in its turn had two 
prongs. First, the destrurtion and/or the for¬ 
cible removal by the constabulary of the bulk 
of privately stored rice, not only in mer- 
dlants’ warehouses but also in private house¬ 
holds as well (where paddy is stored in 
mantis) in the coastal rice growing districts 
of Midnapur, 24 Parganas, Khulna, 
Bakarganj, and Noakhali. Anyone who re¬ 
sisted was denied even the money compen¬ 
sation for the rice removed or destroyed. The 
government never gave any exact figure of 
how much rice had been seized, destroyed 
or dispatched as supplies to districts. Bengal,. 
in spite of its three traditional crops a year, 
was deficit before 1941. The deficit used to- 
be made up^ impiorts of large quantities 
of Burma-^mpionly known as B^u—-rice. 
These imports totally stopped after April 
or May 1942. 1 did not see any Pegu rice 
with any merchant in Munshiganj after 
November 1942. The total annual yield of 
rice in Bengal had been almost stationary 
over the period 1900-40, and annual imports 
of Burma rice had gone up with growth of 
population from 1920 to 1940. 

The other prong of Denial Policy was the 
destruction of rice carrying barges and boats 
in the East Bengal districts of Noakhali, 
Bakarganj, and Khulna and the boats and 
indigenous goods transport vehicles like 
bullock carts in southern 24 Parganas and 
Midnapur. This kind of denial not only 
destroyed—with tittle or no compensation 
in most cases—thousands of crores of 
rupees worth of investment and rolling stock 
on the waterways and dirt roads. It wiped 
out the means of transportation for the 
supply of vital grain from the surplus 
' districts of Bengal to the deficit and 
marginal districts. I hardly even saw a large 
batam boat on the Padma or Meghim during 
my entire stay in Munshiganj in 1942-44. The 
bttlom boat—so named because of the rice 
it carried from Bakarganj, Khulna and 
Noakhali which in full sail would have won 
praise from John Masefield—varied in capa¬ 
city from a few hundred maunds to as much 
at two or three thousands, but all had an 
, elegance and stateliness in full sail. 

No argument to the contrary will shake 
me from the conviction that it was this two- 
I pronged policy of denial, denial of rice and 
i paddy by forcible seizure, destruction and 


removal; denial of movement of supplies by 
forcible destruction of boats and indigenous 
road transport that caused the famine in 
Munshiganj. The famine was manmade The 
steps taken by the government were panicky 
and wholly unnecessary, if one took the 
most charitable view, but in essence utterly 
vindictive and sadistic, when you come to 
think of it, and for that very reason executed 
with diabolic thoroughness. 

TWo things were responsible for the enor¬ 
mous mortality in my subdivision. The first 
was the sudden steep fall, starting around 
November or December 1942, leading to a 
virtual stoppage by August 1943, of imports 
of rice and paddy. The second, which 
followed in consequence of the first, was the 
skyrocketing of the price of rice from ten 
rupees a maund in December 1942 (it had 
been three to four rupees in February 1942) 
to as much as eighty-five to ninety rupees 
for inferior and grit-laden rice in September 
1943 until Ixird Wavell’s supplies began to 
dribble in. 

These two developments made mincemeat 
of the purchasing power, the market forces, 
intra-family distribution, entitlement and 
what have you. Had rice and paddy been 
available at even 40 per cent of the level of 
normal years, these phrases might have had 
some meaning. In that event the enterprise, 
the public spirit and the abundance of good 
sense of the common people-that you 
helped others to be able to help yourself— 
together with their ideas of supplementation 
of cereals by fruits, locally lais^ vegetables, 
spinach, watercresses and other edible vege¬ 
tation, would have saved my subdivision. 
The sense of equity, efficiency and honesty 
with which dry relief was dispensed and 
community gruel kitchens were run by the 
local relief committees with whatever little 
supplies they commanded emboldens me to 
say so. 

The second main prong of Herbert’s ‘scor¬ 
ched earth’ policy for Bengal was forcible 
evacuation. In the debate at the central 
legislative assembly on September 17, 1942, 
Kshitish Chandra Neogy, picked upon the 
Bengal government’s evacuation policy for 
special condemnation. Mentioning the hard¬ 
ships that the nation was being made to suf¬ 
fer on account of food shortage, lack of 
medical help'and the elementary amenities, 
Neogy mentioned how “on top of this came 
the evacuation measures involving thousands 
of poor and ignorant people. He cited a 
number of incidents and offered to add 
many more. On April 4,1942, for instance, 
“as many as thirty-flve villages in the district 
of Noakhali were simultaneously evacuated 
at the shortest possible notice'’. These 
evacuations everywhere were like command 
raids of the Israelis on Palestinians in our 
time. Five days later the government officer 
conpemed recommended scales of compen¬ 
sation “so poor and so arbitrary (that) no 
civilised government can support it. It was 
a panic measure. The people were not allow¬ 
ed to take away their standing huts from 
their villages?’ 


Not content with hitting merely the poor 
and the ignorant, Herbert’s sadism ttruck 
at local leadership. SatiKhandra Das Gupta 
of Khadi Pratisthan had started rural con¬ 
struction work at Feni in Noakjjali at 
Gandhiji’s behest in 1940. On July 19,1942, 
by a government order he was asM to leave 
the district within twenty-four hours. He in- - 
formed the district magistrate of his inability 
to comply, mentioning that he had taken up 
the grievances of the evacuees including the 
question of compensation and resettlement. 
He added that he had informed the revenue 
minister, P N Banerjee, that the Bihar 
government had been paying IIS per cent 
“for crop value of evacua^ land as against 
50 per cent proposed at Feni". The revenue 
minister and his departmental secretary, 

B R Sen, were sympathetic but seemed 
helpless. 

Satischandra Das Gupta received his reply 
by being promptly arrested and sent away 
to the central jail at Alipore. Neogy added: 

There is installed today in the seat of power 
a British prime minister, one who has been 
an inveieiate enemy of India all his life The 
other equally tragic factor is that in India 
itself, authority is actually monopolised by 
a set of reactionary diehards. The home 
minister ignored the widespread prevalence 
of anti-government feeling in the country 
that had been steadily growing in volume and 
intensity long before the Congress Working 
Committee met at Allahabad. While popular 
feeling has thus been deeply embittered, the 
arrival of Indian evacuees from Burma, car¬ 
rying tales of heartless treatment and racial 
humiliation on an unprecedented scale, set 
the whole country ringing with denunciation 
of the present government. It is against this 
background of mass discontent and disaf¬ 
fection that the decision taken by the Con¬ 
gress in sheer desperation and the untoward 
repercussions that followed the arrest of 
Congress leaders should be examined. 
Earlier that day P J Griffltlu, deputy, 
leader of the European Group, who. had 
resigned from the ICS, and on the previous 
day, Frank Anthony, leader of the Anglo- 
Indian Group, had spoken in the same vein. 
of condemnation. Griffiths spoke of “the 
profound and widespread mistrust of British 
intentions which exists in large classes of the 
Indian public”, the avoidable distress caused 
by the neglect of maintaining essential sup¬ 
plies like "food grains and kerosene?’ and the 
stubborrmess of the government which had 
stimulated Congress intransigence in turn. 
Anthony had spoken of Britain’s trampling 
on national pride; leading to frustration and 
1 spirit of negation. 

II 

I shall now make but the briefest mention 
of what I thought in December 1942 of the 
disaster, before the full details of the 
Midnapur cyclone and its consequences on 
the food front were available. Pint was the 
steep rise in the index of wholesale prices 
of essential commodities from 100 points in 
August 1939 to 182 in June 1942; the steepest 
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rise, amounting almost to half of the dif- 
^ ference, having occurred in the first six 
months of 1942 alone The universal feeling 
voiced either directly or indirectly by per¬ 
sons as different as Kshitischandra Neogy, 
Abdul Halim Ghaznavi, P J Griffiths, and 
J P Srivastava, food member of the govern¬ 
ment of India, was that it was Linlithgow’s 
indifference and hostility that had been at 
the bottom of the headlong detericration. 
On the other hand it was Azizul Huq, food 
minister of Bengal, who sounded more loyal 
than the king. Or was it at Herbert’s bid¬ 
ding? Herbert’s own iruictivity in this regard, 
during the entire crucial period until he died, 
was indictment enough. The story of hoar¬ 
ding by the producer and the small stockist 
was not only contrary to my experience in 
Munshiganj but utterly disproved by the 
Bengal Paddy and Rice Enquiry Committee. 
Considering the abjectly low purchasing 
power of about 80 per cent of Bengal’s 
) population, hoarding itself would have given 
way, as prices soared as high as SOO to 600 
per cent by January 1943. 

There is no denying the fact that 
Linlithgow held supreme power in August 
1942. But neither Linlithgow nor Herbert 
stirred themselves to persuade the surplus 
provinces to sell their grain to Bengal. Who 
would have dared di.sobhge Linlithgow, had 
he made even a casual sign? 

There was the further question of state 
profiteering. Colin Garbett, regional com¬ 
missioner of fopd supply in the Punjab gave 
figures of how the governments of Sind and 
Punjab made huge profits at the expense of 
Bengal’s misery, the government of India 
blandly permitting it. Chhotu Ram, revenue 
minister of Punjab, gave these figures: “The 
Punjab wheat lands at Calcutta afiproxi- 
mately at Rs 12.50 a maund. The Bengal 
government sells it to mills at Rs 15 a 
maund; allows them Rs 4 per maund as mill¬ 
ing charges; purchases atta from those very 
mills at Rs 19 per maund and sells it at Rs 20 
per maundl’ The Bengal government claim¬ 
ed that it sent the wheat and am to distant 
stations (none came to Munshiganj) and was 
building up a stabilisation fund. The Bengal 
government forecast that it would lose Rs 7 
lakh in the whole deal, how and why it was 
never explained, which incensed Chhotu 
Ram. 

lb make confusion worse confounded 
considerable quantities of grain-carrying 
railway wagons were regularly exported in 
1941 and 1942 to other theatres of war out¬ 
side India and what was left was naturally 
utilised for transporting war supplies to the 
eastern theatre. For considerable periods 
beginning August 8, 1942, Bengal was 
almost completely cut off from north India. 
Not that, had it not been so cut off, Bengal 
would have fared better in the famine when 
it came. Herbert and his trusted officer 
would surely have seen to I learnt to my 
dismay in the course of the inquiry that 
followed at the end of 1943 that the 
telegrams and wireless messages I had been 
routinely sending at least once in every week 


since December 1942, begging for supplies, 
were all allowed to gather dust and not even 
put up to the food minister or his secretary. 

Some good, however, followed from the 
disaster. Muslims as a community were in¬ 
ducted into a new trade in a large way, 
because the food department of Bengal 
patronised procurement agents and retailers 
from among this community, which had had 
little commercial experience to start with. It 
was unfortunately the lowest of the low who 
were penalised for the loot that occurred in 
this learning process. 

Finally, the worst crime that Linlithgow 
and Herbert could commit was to suppress 
ail official news of the impending catast¬ 
rophe from the British parliament. Amery 
was more than a willing tool in this suppres¬ 
sion. Not that they wholly succeeded, as the 
debates in the House of Commons in 
January 1943 revealed, for interested 
members of parliament had their own 
sources of information in India. But Amery 
did succeed in keeping the American nation 
in the dark and the rest of the world as well. 
To keep this vital backstage of the theatre 
of war happy and contented, the United 
States and Australia would certainly have 
taken risks in the Pacific at any rate with 
their enormous surpluses of wheat. But, ex¬ 
cept for the US correspondents ba.sed in 
India who sent mournful dispatches, the 
government-to-government communication 
of information on the famine situation was 
dismally meagre. 

lb what extremes things came to will be 
clear from the fact thatf/ie Civil and 
Military Gazette of Lahore, the paper which 
Rudyard Kipling once patronised for sing¬ 
ing praises of Britain’s imperial glory, felt 
compelled to observe: 

The fact is that foreign newspaper cor¬ 
respondents are not permitted to cable 
abroad even the bare facts of death and 
hospital admissions due to starvation issued 
daily in Calcutta by the Director of Infor¬ 
mation to the Bengal Government. Some ac¬ 
count of the prevailing distress is permitted 
to be cabled provided the bare, horrible facts 
are toned down by descriptions of Govern¬ 
ment measures to alleviate the distress- 
measures which are too often good inten¬ 
tions. Correspondents must not tell the 
British and American public the blunt facts 
of the situation. 

An American correspondent wrote to his 
paper in the third week of December 1942: 
“For many Indians the line between 
perpetual hunger and real starvation is thin. 
Last week that lipe was thinner than evet^' 
How much thinner stilt the tine could get 
became clear only in August 1943. 

On February 12, 1943 Shyamaprasad 
Mookerjee, speaking in the legislative 
assembly on the subject of his resignation 
on November 20, 1942, disclosed that 
Herbert had withheld from the Bengal 
cabinet, despite Fazlul Huq’s repeated 
demands, the instructions received from the 
central government on the steps to be taken 
to combat the August 9 movement. A small 


group of British ICS officers alone were 
privy to the plan of suppression and 
ministers were allowed access to the GOl in¬ 
structions only after the movement had 
petered out. The cabinet was once again 
denied all Information on the nature and 
actual acts of repression perpetrated on 
Midnapur during and after the August 
movement. 

In the debate of February 13, the assembly 
was given gruesome stories of repression that 
occurred in the Ihmiuk and Contai subdivi¬ 
sions of Midnapur including the arrest of 
innocent persons, wanton destruction and 
burning of houses and property, and 
grievous assaults on men and women in¬ 
cluding murder and rape. Fazlul Haq, still 
chief minister, made an intervention to give 
details of how the people of Ihmluk and 
Contai had set up a parallel government dur¬ 
ing the August movement in their territory. 
Conceding that this might have been re- 
.sorted to as a deliberate challenge to the 
established reign of terror, Mookerjee 
reminded the assembly that the Denial 
Polity earlier had been enforced with great 
brutality long before the Civil Disobedience 
movement had started. My own hunch was 
that the Denial Policy had been carried out 
with the sword and fire to avenge the 
rebellions and assassinations of the previous 
decade over which B R Sen had applied his 
salve. The policy of removal and destruction 
of boats and other conveyances, including 
that of more than ten thousand bicycles had 
gone on unabated. The protectors of the law 
had burned down and looted houses over 
large areas and committed barbarous acts 
of violence on men and women. 

Whenever the cabinet inquired of Herbert 
or the civil servants about the state of life 
in Midnapur in the days of political distur¬ 
bance and following the cytlone of Oc¬ 
tober 16, it was cryptically said that 
“military considerations dictated denial of 
all news’’. No news came from Midnimur un¬ 
til a group of ministers led by Mookerjee 
made a five-day tour ending on November 4 
of the cyclone-affected areas of the distria, 
disregarding Herbert’s and the chief sec¬ 
retary’s advice. 

Shyamaprasad quoted instances of the ar¬ 
rogance and impertinence of Herbert’s 
coterie of officers. How a British officer, for 
example, had put in writing that “as an Im¬ 
perial Officer’ he refused to carry out the 
orders of the provincial government on the 
rates of payment to be made to the evacuees 
of eastern Bengal on the ground that “they 
were much higher than what they deserved’’. 

The idea behind the administration’s 
policy of keeping the cabinet in the dark, 
Mookerjee said, was that the people of the 
land were not to be trusted. Power, wherever 
possible, must remain in the hands of chosen 
British officials, enjoying the governor’s con¬ 
fidence Mookerjee added that he had hand¬ 
ed over “deuiled information, including 
long lists of houses that were raided and 
burnt by or under the direction of the police 
and the military. One such long list was 
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handed over to some ot the highest officials 
in the home department on the veiy day of 
the fateful cyclone of October 16 and urged 
them to see that the barbarous acts tom- 
plained of came to an immediate end". He 
qualified his statement by mentioning at the 
start that he was not accusing public servants 
as a class for deliberately ignoring the spirit 
of provincial autonomy, because he knew of 
officers British and Indian, whose services 
had been of inestimable value to the 
province. 

This “extraordinary repressive policy of 
violence*’ together with the suppression ot 
all news of the cyclone brought unspeakable 
misery to the entire district. It was only on 
November 2, 1942, that the Bengal govern¬ 
ment issued a brief press note. This was six 
teen days after typhoon and cyclone had 
devastated the coastal districts of Bengal and 
the Japanese had repeatedly broadcast that 
more than a lakh of Bengalis had died in 
the disaster in one night. It wa.s at the time 
that the group of ministers were preparing 
to return from their tour of Midnapur. “A 
heavy cyclone from the bay passed over 
several districts of Bengal on October 16. It 
began about seven or eight O'clock in the 
morning on the 16th and spent itself in the 
early hours of the morning on the 17th. 

News had been published before about the 
cyclone of October 16 having passed over 
other parts of Bengal, including 24 
ftiganas,'Khulna, Bakarganj, Faridpur and 
Noakhali, but no news whatever was allowed 
to be published about Midnapur. A warning 
from the Bengal secretariat had. gone out 
that no newspaper must refer in any way to 
the happenings in that district. 

The typhoon and c 7 cIonc on October 16 
dealt d^ath to more than 30,000 people in 
the course of a mere quarter of an hour. 
Considerably more men than women suc¬ 
cumbed as they rushed out in their attempt 
to save their houses and property in the first 
few minutes of the cyclone. The actual 
number of deaths mus' have been much 
higher both in Midnapur and 24 Parganas. 

My friend Kanak Chatterjec’s recollection 
of her train journey from Pendra Road to 
Howrah around the third week of December 
1942, suggests that the devastation may have 
been much worse than anything since 
reported. Her family had planned to return 
to Calcutta in October but the Bengal 
Nagpur railway line had been so badly 
damaged by the cyclone that it took full two 
months lo restore it. Even then her tram took 
a whole day to travel from Jhargram to 
Howrah. A distance of mere ihiriy-three 
miles from Baiichak to Mecheda alone took 
her train more than four hours. The entire 
country, specially south of the railway line, 
was one vast sea of billowy sand, relieved 
very occasionally by the dead trunks of 
uprooted trees, their straggling roots thrust 
towards the sky like the work of Death 
mowing down the land with his fell scythe. 
The sand itself was full of bleached bones 
and tangled skulls and skeletons of animals 
and human beings, lb judge by her involun- 


lary shudders, which punctuated her story 
of forty-six years ago, the Japanese estimate 
of a hundred thousand deaths in one night 
was perhaps no exaggeration. 

It was the selective higher loll of the men¬ 
folk that must have driven hundreds and 
thousands of widowed women with babies 
in arms and children in tow to seek gruel in 
the streets of Calcutta from the end of 
November, ushering in the famine. Had the 
menfolk not died they would have taken the 
place of the women and the babies on the 
streets of Calcutta in this ‘wandering’—a 
traditional phenomenon in all previous 
famines m India. 

What steps did the administration take to 
allay the situation caused by the cyclone? 
The district magistrate of Midnapur was 
credited with preparing a report recommen¬ 
ding that “in view of the political misdeeds 
of the people not only should government 
withhold relief but it should not pcrmn aii> 
unofficial organisation to conduct relief in 
the affected area.s for one month” This 
policy was recommended to teach “the 
lebels” a lesson. The “mad policy of relief 
by day and raid and repression by night” was 
approved by “the high command of the hap¬ 
py coterie at the secretariat”. Mookerjee’s let¬ 
ters to Linlithgow and Herbert, explaining 
the causes of his discontent were put on the 
list of “proscribed literature”. “A minister's 
accusation of autocratic misrule need not be 
replied to with facts and figures, but must 
be suppressed;’ No wonder some of the 
Britishers in England and iheii toadies in 
India and Calcutta still revel in the power 
and the glory of Raj onanism. 

in 

In response to the adjournment motion 
on February 15, Nazimuddin observed that 
“if the ministry thought that excesses were 
committed in Midnapur then the House and 
everyone should demand an inquiry into the 
allegations made” Fazliil Huq announced 
the government’s decision to order an in¬ 
dependent inquiry by emineni judges of the 
high court of Calcutta. 

The fat wtis in the fire. In his statement 
of July 5, 1943, on his resignation as chief 
minister on March 28, Fazlul Huq stated that 
on Monday, February 15, Herbert wrote a 
letter to Fazlul Huq which ended with “1 
shall expect an explanation from you at your 
interview tomorrow morning of your conduct 
in failing to consult me before announcing 
whai purports to be the decision of the 
government (viz, an undertaking for an in¬ 
quiry into the conduct of officials in Mid¬ 
napur)” Fazlul Huq’s reply to this dated 
February 16 began with “1 write lo say that 
I own you no explanation whatever in respect 
ol my ’conduct' in failing to consult you 
before announcing what according to you 
IS the deci.sion of the government; but I cer¬ 
tainly owe you a dutv to administer a mild 
warning that indecorous language such as 
has been used in your letter under reply 
should, in future, be avoided in any corres¬ 


pondence between the governor and the chief 
minister”. Continuing with his reasons in 
' is letter to Herbert for ordering the inquiry 
and mentioning the lack of even lip service 
from civil servants, he offered to regd out 
Herbert's letter to him in the House, if 
he so wished. The. reaction in the House 
was a unanimous suggestion demanding 
Herbert's recall. 

Fstrangement between Herbert uid FazJul 
Huq had started as early as December 1941, 
when Huq reformed his ministry. On July 5. 
1943, Huq placed before the atisembly the 
text of his letter of August 2, 1948, he had 
written to the governor in which In reminded 
the latter that he was behaving uncoastitu- 
tionally, asking him at the same time to pro¬ 
ceed on constitutional lines. Huq then 
described “the circumstances under which 
Sir John Herbert managed to secure my 
signatutc of the fraudulent document called 
my letter of resignation”. 

It IS not clear from Huq's statement what 
plum Herbert may have dangled before him 
by way of a position in the proposed na 
tional government—Huq's own statenieni 
suggested that it was not that of the chief 
minister—but he got Huq to sign nonethe¬ 
less a letter of resignation which had been 
kept ready and was placed before him. 
Governor's rule under Section 93 of the 
government of India Act was imposed the 
same day, March 28, and the Bengal Coali¬ 
tion Government of Nazimuddin with him 
as chief minister and Shaheed Suhrawardy 
as civil supplies minister was sworn in on 
April 24, 1943. 

Herbert had achieved his first mission of 
putting the Muslim League centre of stage 
in pursuance of the policy of perpetuating 
the Congress-League schism and gotten 
halfway through his second mission of star¬ 
ving Bengal of food and sustenance for as 
long as was possible. This latter was inter¬ 
rupted by a serious illness on September 3, 
1943, and by his replacement by Thomas 
Rutherford as governor who assumed office 
on September 6. Flerbert died on Deoanba 11. 

Rutherford paid us a visit in Munshiganj 
in November. He was very different from 
Herbert and as 1 was heartened to find, an 
ICS officer of the kind I had longed to 
adore. He, O M Martin, of whon\ I shall 
presently write, and A S Larkin were perhaps 
the only three British members of the ICS 
I can think of to whom i would have given 
my unreserved allegiance. 

Herbert was good riddance to bad rubbish. 
Lfniithgow, however went only after he had 
inflicted lasting damage on the political and 
economic state of India. Wavell was sworn 
in as viceroy and governor general on 
October 20. 

The famine situation in Bengal took a 
turn Tor the better with the induction of 
Rutherford in September and improved fur¬ 
ther with the coming in of' Wavell. With 
Rutherford, Wavell and his wife went round 
the streets of '''’'■utia on October 26, 
visiting she* ufferers on the 

pavements. Ti i breathed new hope 

..V February 4, ISMIf 
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<nto Bengal. But by then the worst had 
already happened. 

I wonder whether Edmund Clerihew 
Bentley anticipated Herbert when he wrote 
this about Clive in his Biography Jor 
Beginners: 

What I like about Clive 

Is that he is no longer alive. 

There is a great deal to be said 

For being dead. 

And this other for Amery or Linlithgow, 

1 cannot make up my mind quite; 

Cieorgc the Third 

Ought never to have occurred. 

One can only wonder 

At so groiesgue a blunder. 

lo come now to my little world ol 
Vikrampur. 

Vikrampur was famed for its numerous 
markets of prosperous grain trade, though 
as long as I was there, 1 never found my con¬ 
siderable quantities in any of them, there 
could not have been much hoarding either. 
Let me give my reasons. 

At the end of February 1942 a couple of 
members of the Students’ Federation came 
and told me how the denial and destruction 
of halam boats had virtually ended the ex¬ 
port t)f grain from the coastal districts. As 
a result grain merchants had already begun 
to hoard gram. In February alone the price 
of rice had gone up from Rs 3.50 to nearly 
Rs 5.00 a maund. They gave me names of 
three or four of the biggest rice merchants 
of Mirkadim, one of them a nephew of the 
rajas ot Bhagyakul, a man called Basanta 
Mandal, who was president of the Eastern 
Bengal Merchants Association and worth at 
least two crore of rupees with far-flung 
business in the main ports of what is now 
Bangladesh. 

1 consulted Hooja, my subdivisional 
police officer, who agreed with me that a 
search might yield a message for the future, 
even if it failed to produce results. It was 
better to look for the big fish rather than 
the small fry. Anyone arrested under the 
Defence of India Rules might be refased bail 
and kept in jail for an indefinite period. This 
would put even more fear into the hearts of 
prospective hoarders. Off I went with the cii- 
cle inspector and officer-in-charge of Mun- 
shiganj thana to Mirkadim and made a 
search of two or three of the biggest 
warehouses in the late afternoon. I found all 
of them practically empty. The only stock 
that might arouse reasonable suspicion was 
a maund of not more than two hundred bags 
of rice—a mere nothing compared to the 
capacity of warehouse—carefully covered 
with tarpaulin and gunny in the Mandal 
warehouse. 

Basanta Mandal was put under arresL 
handcuffed and led on a rope in full public 
view all the way from Mirkadim to Mun- 
shiganj subjail where he was detained for a 
fortnight. Not content with this harsh step, 
1 had all the firearms of the family seiz^ 
and the licences temporarily suspended 
pending the disposal of the case. 


The incident had the desired effect It sent 
shock waves throughout the subdivision and 
other parts of Dacca. The arrest was 
reported in Calcutta papers. My district 
magisiraie, Llewellyn, was anxious on my 
account lest 1 should be put on the mat in 
Writers Building. There was good reason for 
his concern, because the Bhagyakul raias 
moved the governor, the chief minisicr and 
Shyamaprasad Mookerjee lo get then 
nephew' discharged and his lircaims rcstoicd 

It was no earlier than lunc 1942, when 
Basanta Mandal had been long discharged 
and the excitement had subsided, that 
Llewellyn wrote me suggesting that 1 return 
the firearms, as though I were doing so ofl 
my own bat and not under government 
orders. He concluded his leitet with a gen¬ 
tle advve, which 1 cannot say 1 have always 
lived up lo; the-law is harsh enough and it 
IS unneccssaiy lo apply it with the knobs on. 

This was one of those impulsive acts 
which nevertheless bore wholesome results 
thereafter. By December 1942, 1 had come 
to know Munshiganj and its more prominent 
political and social workers pretty thorough¬ 
ly. From then on till October 1943, that is, 
until grain started lo come in from govern¬ 
ment, 1 kept touring the length and breadth 
of Vikrampur looking for rice, however 
small m quantity, for my relief centres, 
sometimes in the company of Samad oi 
Jalil, my oidei lies, and at other times alone 
in pyjamas and shirt, aliecting incognito, 
although most people by now knew me by 
sight. The Basanta Mandal affair had earned 
me goodwill and the co-qpeiation of peo¬ 
ple of public spirit. I would step into 
warehouses or even large households and il 
I found some grain in excess of the estimated 
needs of the family, 1 would issue a chit on 
the spot purporting to be undei the Dl Rules 
with the subdivisional officer’s .seal on it 
(1 was SDO Munshiganj) commanding the 
owner to hold the grain to be delivered on 
demand or on the SDO’s written orders. 

Such was the legacy of the Mandal arrest 
that monins after such an order had been 
served and 1 had forgotten about it, the man 
SO served with notice would appear and beg 
lor release of the bonded rice. He would 
have even replaced with fresh supplies the 
rice if it had gone bad in the meantime. 

1 continued to receive all assistance in this 
kind of search from the Students’ Federa¬ 
tion, the CPI and the Congress as well as 
from local relief committees. There were 
atlraordinary few cases of irresponsible or 
malicious misinformation. The plain fact 
was that there was very little rice anywhere, 
I had, therefore, to resort to wooing mer¬ 
chants to smuggle in rice and negotiate an 
agreed retail price, when it came in, in the 
presence of the local relief committee even 
as 1 went on with my searches. It was remar¬ 
kable now readily the local relief commit¬ 
tees and merchants co-operated with each 
other and the SDO in securing supplies. Had 
the people of Munshiganj not built up this 
kind of mutual trust from March 1943 on¬ 


wards the famine and its aftermath would 
have surely taken a much higher toll. 

IV 

Radharaman Mitia of Mcciiil ( onspiiacy 
Case fame trmclled with me lo Munshiganj 
on November 22, 1942 During the few days 
he was with me, we went together by boat 
down laliala and up I ohajang Khal to 
Srinagai, after which he took the steamer 
at Bhagyakul. It was sheer joy listening to 
him about the communist movement in 
India in the 1920s, about personalities 
like Ciangadhar Adhikari, Ajoy Chose, 
S Cl Sardesai and Sajjad Zaheer, as well as 
about his days in prison. 

Throughout November and December rice 
prices stood fairly .still around Rs 8 to Rs 10 
a maund. Perhaps it was the aus harvest 
along with the coming into flower of the 
anian that brought the respite, pushing 
peasants to put their old rice out on the 
market. When I went to Calcutta in the last 
week of December, however, to fetch Ava, 
my wife and Jayati our daughter, prices had 
begun their upward movement again. 

The sight ol women in rags with babies 
in their arms, going from door to door in 
Calcutta, piteously wailing for a ladle of 
gruel, shook me, a husband and now a 
fathci, badly. I could not figure out at first 
why only women had trekked from Midnapur 
and the Sundarbans and not men. The full 
details of the toll ol the cyclone and the 
resultant repre.ssion and denial of relief in 
Midnapur had not come out. 1 had no 
knowledge that thousands of women had 
been widowed and perhaps four times as 
many children orphaned in the course of just 
one night and had been compelled, by the 
district magistrate of Midnapur’s orders for¬ 
bidding relief or dole, to trudge perilously 
on to Calcutta m search of gruel. It was 
women and children this time that had taken 
lo ‘wandering’ instead of menfolk as had 
happened in mo.st of the previous 22 famines 
since the British occupation. 

In the Report of the f-'amine Commission 
ol 1878-79, Caird, a member of the commis¬ 
sion recorded this exchange with Richard 
Temple governor of Bombay: 

Cairei- Do you look upon wandering as a 
symptom ol danger? Do you know whether 
It is possible to prevent it; if so, how? 
Richard Temple: Yes, certainly, perhaps the 
most ihimineni symptom of danger that can 
possibly appear in times of famine. It is 
always followed by mi.schief more or less 
grave; it is often the precursor of mortality; 
probably more mortality happens in this way 
than in any other. With all classes (excepting 
sadhus, habitual wanderers etc), the best 
prevention of wandering is a timely prepara¬ 
tion of a framework ol village relief. If the 
prevention be early, prompt and efFicient, the 
wandering will be slopped. 

In previous famines, women and children 
stayed at home, while men wandered in 
search of food and forage until they drop¬ 
ped dead from exhaustion and malnutrition. 
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Listless wandering and uncertainty or pl>ing 
or boats can hasten death inordinately as I 
found for myself in Munshiganj. I can think 
Of no less than two hundred deaths ot poor 
Muslims and Namasudras who dropped off 
their canoes into the khah dead from sheer 
exhaustion. In most previous famines the 
comparatively high mortality among males, 
due primarily to 'wandering' and cshausuon. 
often led people to hypothesis that women 
being in charge of the kitchen and food 
usually helped themselves to more food than 
they gave to their menfolk. This hypothesis 
is contrary to my experience in Munshiganj 
where even in their direst straits of starva¬ 
tion I have never seen women in gruel kit¬ 
chens helping themselves first or to more 
food before their men or children had been 
fed, even though starvation had fairly 
dehumanised them 

The plain fact that has been overlooked 
in the matter of higher differential mortality 
among females in and around Calcutta was 
not the deprivation of women or iniquitous 
intra-family allocation but the fact that 
enormous numbeis of men had been remov¬ 
ed by death oveinight in the cyclone from 
the poorest homes in Midnapur leaving the 
women no recourse but to wander to Calcutta 
and face death by exhaustion. There was of 
course the other fact that prices had put 
food out ol their reach, even if there had 
been formal allocation according to 
entitlement. 

Tkke my own ca,se, for example. As early 
as December 1942 I had taken the local jute 
firm proprietor, .Arnold Mackertick’s advice 
to meet the oncoming disaster halfway for 
my own family. Along with his own he had 
put away a stock of rice for me in Faridpur 
distria, across the Padma, for which I paid 
him no more than Rs 12 to Rs 16 per maund 
throughout 1943. 1 could not afford to put 
down all the money at once but paid him 
in instalments as I took the rice. If with my 
take-home pay of Rs 500 a month for a 
family of three and a i 'trievc of five persons 
which giew to an average of about three ex¬ 
tra mouths to feed every day at the height 
of the famine, I could not afford rice at more 
than Rs 16. There would be less than 10 per 
cent of people in my subdivision, more pro¬ 
sperous than the average though it was, who 
could afford even that much, let alone Rs 80 
or Rs 90, as prices rapidly steadily peaked 
from February to October 1943. 

But what put me in deeper sorrow—I trust 
I am not sounding much too pious; I would 
like to believe that I had greater integrity and 
less hypocrisy at 26 than now at 71—was the 
care wv took to keep our daughter simply 
but adequately fed, while infants and 
children died by the hundreds at the gruel 
kitchens. 1 can hardly think of another 
period in my life when 1 had a greater sense 
of guilt in putting myself above the people 
I was expected to serve. One is never in want 
of excuses for cheating one’s conscience. 

The beneficent effect of the aus harvest 
wore off in December 1942 and prices began 
to rise again continuously from the second 


half of January 1943. My fortnightly reports 
and almost weekly telegrams to Calcutta 
from February onwards appealing for rice 
produced no result except to build up a con¬ 
tinuous demand and a record of how prices 
rose every fortnight by Rs 5 to Rs 10 a 
maund. 

Let me first discuss briefly what went on 
in Calcutta, Delhi and London over the food 
situation 10 enable the reader to appreciate 
our plight in Munshiganj. The new year 
message of assurance from the minister for 
agriculture and industries in the Fazlul Huq 
cabinet, the Nawab Bahadur of Dacca, on 
the food situation was greeted with derision. 
At the end of January 1943 Amery informed 
the House of Commons that the British 
government was considering the shipping of 
wheat to India. This proved as much a hoax 
as the statement of the under secretary of 
slate, the Earl of Munster, in the House of 
Lords that although the food situation in 
India was difficult, it was not a famine situa¬ 
tion; the shortage affected only urban and 
a few rural areas. One hoped in vain that 
Munshiganj would be included in the latter. 
Hundreds, of course, were dying on the 
streets of Calcutta, as The Statesman 
documented. 

N Gangulee, the author of Nutrition in 
India and Robert McCarrison’s colleague, 
both of whom 1 had met at the Indian 
Institute of Oxford, commenting on 
January 30, on Amery’s statement of 
January 28 in parliament to the effect that 
“if hoarded stocks could be got on the 
market and fairly distributed, there was lit¬ 
tle danger of the people having to go serious¬ 
ly short”, regretted that the British public 
was being kept ignorant of the true food 
situation in India and whatever news had 
come from India conclusively proved that 
Amery was wrong. All of us in the subdivi¬ 
sion went looking for hoarded rice, which 
was not there after all. These are sample of 
the contradictory statements with which the 
fateful year of 1943 began. They gave a 
foretaste of the British and Indian govern¬ 
ments' apathy and even hostility to any 
positive plan to tackle the famine. 

Things steadily deteriorated in February 
and March to which the resignation of the 
Fazlul Huq ministry on March 29 and the 
promulgation of governor’s rule added mudi 
bewilderment end apprehension. That things 
instead of improving further deteriorated 
under governor’s rule betrayed the indif¬ 
ference and vindictiveness of the governor 
and his coterie. I had my first practical lesson 
in inflation from statement issued in April 
by twenty Indian economists, led by 
VGKale; K T Shah, C N VakU and 
D R Gadgil, that “inflation is the most in¬ 
equitable way of distributing the war burden 
and usually involves targe transfers of wealth 
from the poorer and the middle classes to 
the richer classes”. Here was the proof right 
under my nose in the steady rise in the price 
of foodgrains and of anything that might be 
useful as raw material for war supplies. The 
middlemen profited while the poor died. The 


Nazimuddin coalition of the Muslim League 
assumed office on April 24. 

Things worsened in May. I lost faith in the 
government’s intentions of moving seriously 
to tackle the oncoming famine. This was 
when Amery uttered another heartless state¬ 
ment, unfortified by any account of what 
the government were doing or intended to 
do. The rice siluaiion, he said in the House 
of Commons on June 3 “still caused anxiety 
and must (note the still and must) continue 
to do so as long as the Burma crop is lost 
to us. The chief concern at present is Bengal 
and especially Calcutta, where the price of 
the ricc is over eight times pre-war, though 
this IS noi true of India generally^’ He did 
noi care to mention whether wages had 
simultaneously risen since the war began or 
stayed constant or deteriorated. For vast 
masses of people, who had lost their earn¬ 
ing members through the cyclone or repres¬ 
sion, incomes had certainly plummeted to 
the bottom. 

Let me briefly digress at this point on the 
First Congress of the Communist Party of 
India in Bombay'between May 23 and 
May 26, 1943. I was not a little pained at 
what seemed to me the diversionary and 
beseeching lone of speakers like Dange and 
Joshi in their emphasis on the international 
situation, the progress in the war and the 
need for Congress League unity. They made 
the right noises all right. But they also gave 
me the impression that they were anxious to 
keep on the right side of Maxwell and 
Linlithgow, instead of taking up the cudgels 
over the engineered famine The main resolu¬ 
tions of May 31 failed to indict the govern¬ 
ment on the famine that was now all too visi¬ 
ble all over India. The CPI Congress’s tame 
emphasis on the need to prevent food riots 
and unearth hoarding, and on the forma¬ 
tion of food committees might as well have 
been phrased better by Thackeray’s CoUector 
of Bogliwaila and seemed to me quite un¬ 
equal to an hiktoric occasion. With the ac¬ 
cess they enjoyed at tlfat time to informa¬ 
tion, they should have known that if anyone 
were hoarding to the point of forcing a 
famine on the country it was the central and 
provincial governments and their purchasing 
agents. Hoarding by petty traders or pro¬ 
ducers were a mere fieabite beside what the 
government was guilty of. It is surprising 
that even Satyajit Ray should have tossed 
over this stark fact and toed the petty hoar¬ 
ding line in his otherwise moving film Asani 
Sanket (Distant Thunder). There was a 
resolution on the right of secession for na 
tionalities on the Pakistan issue which left 
me wondering about its propriety at the 
crucial hour what the evil intentions of the 
British cabinet of keeping strife alive were 
all too manifest. 

V 

Tb return to food. June 27 saw the con¬ 
clusion of the two-day AB Bengal Food Con¬ 
ference over which Nalini Raitjan Sarkar 
presided. He made an impassioned plea for 
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a comprehensive plan of action to meet a 
repidly deteriorating food situation and its 
immediate translation into practice. Earlier 
he had beseeched the government to create 
the atmosphere by which to seek and obtain 
the fullest measure of co-operation from the 
public, instead of merely asking for it. The 
first ray of hope came when H S Suhrawardy, 
minister of civil supplies, opened the first 
government food shop at Tiljala in Calcutta 
on July 2. By that time, of course, informal 
distribution centres of whatever rice was 
available in the hands of the local food com¬ 
mittee of Munshiganj were already firmly 
in position. 

Amery continued to be impervious and 
went on repeating in the House of Commons 
that “there is no overall shortage of 
foodgrains, while India has harvested a 
bumper crOp of wheat this spring. There is, 
however, grave maldistribution for which the 
responsibility is shared by all parties, from 
the cultivator upwards!’ 

I have already mentioned Linlithgow’s 
refusal to issue even a gentle signal to the 
surplus states to share their surpluses with 
states like Bengal. He knew only too well 
that he could have started the process of re¬ 
distribution by dropping the merest hint. At 
the Bengal assembly, however, on July 12-13 
the ministry came in for a severe dressing 
down on its inactivity and indifference to the 
misery of the people. Amery continued with 
his song in the House of vottimons about 
hoarding on the one hand' and—this was a 
new ploy hinting at general increased 
prosperity—‘larger consumption per head as 
a result of increased family income” on the 
other. Where on earth' in India he had 
detected this increased family income he, of 
course, was careful not to mention. 

On August 20 the goirernment of Bengal 
promulgated an order that with effect from 
August 28 the prices,of rice and paddy 
would be controlled throughout the province 
and its resolve to buy stocks in selected areas, 
where surpluses were available with the 
harvesting of the aus crop. What little of aus 
was there in Munshiganj of course came 
under the vigilance of the local committee, 
but by that time starvation and inanition had 
already gone far enough. 

What Amery, however, had said in parlia¬ 
ment on August 5 had left me in little doubt 
that for some time still the Bengal govern¬ 
ment would merely go through the motions 
and even if Suhrawardy were serious he 
could do precious little as long as Herbert 
was there. Fortunately for Bengal Herbert 
took ill and Thomas Rutherford assumed of¬ 
fice on September 6. This is what Amery 
said on Au^ 5 in the House of Commons. 
Question: Is he aware that in Bengal 
thousands of people were coming in from the 
countrysides and living off the garbage heaps 
of the dty of Calcutta ? Will he consider tell¬ 
ing us what he is doing and what he plans? 
The secretary of state was doing nothing 
of course but playing backgammop and 
planning mischief. He replied: 

1 shall be glad to give all the information to 


• the House, out my Hon friend will remember 
that this matter in Bengal is primarily one 
for the Ministry of the sell governing 
province 

What would you call it? Tongue in check or 
out of check? The Lord forgive him his 
barefacedness. 

When on September 27, Amery made a 
statement that rationing was expected to be 
in operation in November and ‘relief 
measures arc in operation in Calcutta and 
other parts of Bengal' one could tell that this 
was Rutherford in spite of Amery and 
Linlithgow. 

The last of the sparkling Amery gems came 
to the House of Commons on October 21, 
the day after Wavell had joined: 

Question: Will the Right Hon. Gentleman 
make inquiries at once as to the possible 
spread of the disease (cholera) and also in¬ 
quire of the Central Government whether 
medical supplies are required at the present 
time to supplement whatever supplies they 
have? 

Mr. Amery: .. the information that I hav^ 
is that there is no shortage of medical sup¬ 
plies and there is no widespread outbreak of 
disease. 

This at a time when Nandy, major 
R D Aiyar of the RAMC and I were des¬ 
perately casting about for a few hundred¬ 
weights of bleaching powder and a few hun¬ 
dred ampoules of anti-cholera vaccine. We 
were, of course, always in short supply for 
equipment and medicines in setting up 
famine relief hospitals, until colonel 
E Cotter, public health commissioner with 
the government of India and the army 
authorities came to our rescue. 

A bitter struggle was still going on bet¬ 
ween the Japanese and the British positions 
at Maungdaw and Buthidaung, near Akyab, 
While general Wingate had begun his jungle, 
operations in north and upper Burma. 
Wavell must have come with a totally dif¬ 
ferent perception from Linlithgow’s on the 
importance of keeping the country im¬ 
mediately behind the theatre of war in a 
more co-opftative mood. 

Rutherford made the food flow from 
September and Wavell public health medical 
and hospital supplies from the end of Oc¬ 
tober. They did their best to dismantle the 
famine, which according to K C Neogy bore 
the genuine “hall-mark of British manufac¬ 
ture” since 1770. He said this at the central 
legislative assembly on November IS, 1943, 
when we were struggling to convert the twenty 
established dispensaries of Munshiganj into 
20-bed famine relief hosptials each and 
major Aiyar, who later became an illustrious 
director general of health services to the 
government of India, was engaged in setting 
up a 200-bed famine relief hospital at Ihltala 
entirely equipped and manned by the army 
on field hospital tines. For two months 
earlier we had struggled to serve rice gruel. 
After Rutherford came we were able to serve 
khichri at the community meals. 1 could not 
have agreed with K C Neogy more when be 
asked the central food minister J P Sri- 


vasiava in the central assembly debate on 
November 9. whether he had tried some 
gruel on himself since he (Neogy) had been 
told by experts that ‘the allowances of gruel 
given to destitutes are not supposed to be 
sufficient to keep a fair-sized rat alive’. When 
khwhri was introduced the immediate sequel 
was to kill off hundreds of long-starving 
oedematous destitutes who had so lost their 
vital powers that their bodies refused to ac¬ 
cept the higher level of nutrition of the 
khwhri. But let me not run ahead of my 
story. 

As the rank, dank famine cast its shadow 
before in March 1943, I lost two valuable 
colleagues by transfer The first was my 
SDPO M M L Hooja. He took leave to get 
married and left on March 18. He and his 
wife have remained affectionate friends ever 
since and live close by at Tivoli Court. He 
was succeeded by Abu Musa Saifuddin 
Ahmed with whom too I was lucky to get 
along extremely well. He was a bachelor at 
that time but was later married to Bilqis, 
K Shahabuddin’s daughter. 

The^other was J L Llewellyn, district 
magistrate of Dacca. He ieft on April 1. 

I was lucky to have him during the August 
Movement of 1942. He gave me my hdad and 
never suggested on his own what I ought to 
do or ought not. He had a way of tempering 
the wind on me. I seldom asked him for ad¬ 
vice lest he should bind me down to a course 
I would not like to take—the August distur¬ 
bance, for instance. Yet he offered it on his 
own, whenever Ke thought he should, as in 
the matter of the return of the guns to 
Basanta Mandal. 

Llewellyn was replaced by a man who 
must have been Herbert’s choice. R S T John 
was 1932 batch while Llewellyn was 1929. 
John Seemed more unsympathetic than the 
masters in Calcutta. He developed a total 
lack of empathy as the famine approached 
its critical stage in September. He did not 
stir a iittie finger to follow up my appeals 
for Munshiganj. He just did not like to be 
bothered. 1 went up to Dacca towards the- 
end of September, after Rutherford had 
assumed charge, to ask John whether 
Rutherford would make any difference. Sup- 
piies had not yet begun to move as fast as 
Rutherford ha'd promised. Much to my 
dismay 1 found a sandwich board with 
notices painted on either side propped up 
on a stand on the haif-landing of the stair¬ 
case leading to John’s khas kamra in the 
collectorate. On the one side the notice read: 
The Collector Sahib Bahadur will not come 
to office today. The other side read: The 
Collector Sahib Bahadur will be in office 
today from 11 am till 12 noon but will receive 
no visitors. 1 traced him to his corner at the 
Dacca Club at twelve thirty to find him 
ensconced with his second glass of pink gin. 
He was good enough to offer one to me and 
said rice was out of the question, meaning 
he would not so much as even try. 

The other event that saddened me, 
although I never met the man, was the 
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premature resignation of J R Blair, chief 
secretary of Bengal. He was the man who, 
ias O M Marlin told me in Munshiganj latter, 
had strongly protested against the govern¬ 
ment’s policy ol repression and denial of 
relief in Midnapur We were kept in the dark 
about the reasons of his resignation until the 
Hilavada of Nagpur referred to it on August 
2, 1943 in an article 'Another Civilian 
Resigns: Story of a Censored l,elter’ 
Hitavada was hauled over the coals for this 
news item Blair was quietly sent on leave 
preparaloiy to retirement in the middle of 
September 1943. The government came out 
with an eyewash of an cxplariaiion at the 
central legislative assembly in November. 

March and April 1943 were spent working 
out gentlemen’s aijrccments with rice 
merchants. They would bring in whatevci 
rice by whichever means they could. They 
would have to declare what they had brought 
and the prices they had paid and the costs 
Half the quantity would have to be handed 
over to the local food coinmittee at the price 
of purchase plus costs The shopkeeper 
would keep the othei half foi free sale. The 
local committee would sell the rice, virtually 
on a no-profit no-loss basis to those house¬ 
holds or khanas, as they were called in union 
board jargon, which either paid no tax or 
paid Rs 10 or less. 

The situation deteriorated sharply in June 
with rice selling in the open market at Rs 50 
to Rs 60. More and more people were 
brought under the ambit of the relief com¬ 
mittees. The limit of UB tax had to be rais¬ 
ed to Rs 20, although the quota of rice per¬ 
mitted by the committee to the tax payers 
was half of those who paid no tax. Even that 
helped a little. Professionals like lawyers, 
teachers, public health and medical workers, 
who were understandably enough too proud 
and shy to stand in queue in supplication, 
along with the employees of union boards 
and lowest paid government servants in 
Munshiganj town and the larger villages, 
formed a special category toward the end 
of July. Although no rice came from 
government, the resourceful merchants of 
Vikrampur co-operated.’ I was especially 
happy when Ba.santa Mandal him.self took 
the lead in this regard. 

This is where the Communist Party of 
India as a group—I have mentioned indi¬ 
viduals by name—and the Muslim Students 
League rendered yeoman’s service from 
January 1943 onwards. They took the lead 
in all vigilance work and in enforcing 
accountability of all arrivals, stocks, and 
distribution. Tbgether with non-political 
social workers and Congressmen they were 
responsible for reducing the actual mortality 
to less than half of what I had feared. Of 
a total population of nine lakh 1 had feared 
a death toll of about sixty thousand. The 
death arising from starvation did not exceed 
twenty-five thousand followed by another 
five to six thousand who succumbed to the 
after effects of starvation while under 
medical ministration. Thanks to the arrival 
of supplies from Cotter and Davies, there 


were no mass outbreaks of cholera or other 
epidemics. 

The reader might judge the plight of most 
hhadralog households in Munshiganj from 
inv own privileged state. Hc_shou]d bear in 
mind that my ‘exalted’ status inhibited per¬ 
sons from seeking help as freely or as often 
as I hey would at other households. Even 
then, apart from Loknath, the cook, 
Muzaffar our bearer, Rahim the gardener, 
Thakurdasi, Javati’s ayah and her small 
daughter Suhasi who ate regularly at out 
house, we had to take on Samad, Jahl and 
the stenographer Hussain occasionally to 
share our stocks of rice, laid by thoughtfully 
m Eebruary by Arnold. Presently in July 
Sohrab, the little punkhapuller and his 
brother Shafi were added to the family 
Finally in September came Rakhal, the 
house carpenter, Susliila his wite, and Renu 
their daughter. Rakhal almost had to sell oft 
his implements that were his means ot 
livelihood before he was persuaded to join 
in. 

At the end of September a boatman from 
Paisa in Khitirpara, who used to work for 
Arnold, dropped dead over the edge of his 
boat into the water. Arnold took charge of 
the family while I took charge of his son, 
Rafiquddin Sikdar for the next four years 
until the partition of 1947. Rafi passed his 
matriculation in 1947 and joined a jute firm 
in Narayanganj. 1 did precious little for him, 
compared to my means, but till as late as 
1985, he kept up regular correspondence and 
wrote every time saying how he wished he 
could get a pair of shoes made for me with 
his own skin. 

I have mentioned these details only to 
underline how heavy the .strain of demand 
on ordinary households in Munshiganj must 
havebeen during this period. Augu.st for me 
was the cruellest month. It was the month 
of greatest anguish. 1 had been able to 
achieve precious little, despite the co¬ 
operation I received from everybody. 
Anguish because I saw as clearly as daylight 
that deaths on a large scale were around the 
corner and could no more be stopped, even 
if food arrived. The entire population, so full 
of health and vigour and literally bubbling 
over with energy and enterprise barely a year 
before, rapidly withered like blighted plants. 
People had somehow held body and soul 
together as far as July, steadily eating into 
the reserves of their bodies. The disintegra¬ 
tion started in August when things suddenly 
began failing apart. More than half the 
people you met on the street looked haggard, 
drawn, listless with vacant stares. They 
would take quite a second to fix their gaze 
on you. The skin on the face looked like 
parchment, the bones stuck out. Coarse 
unhealthy hair stood out like pins on the legs 
and the arms on thin, dry, skins. Even now 
this transformation haunts me more than the 
actual deaths that came the following 
months. One is used to the thought of death 
from an earljf age, but not to the utter 
physical dissolution of a whole people under 
nutritional assault. 


VI 

When finally help began to arrive from 
the middle of September, people had begun 
to die in tens and dozens. Rutherford moved' 
swiftly. Apart from making intensive tours 
of Calcutta—Herbert had never stirred out 
Irom Government House except to make 
speeches on the brotherhood of man at 
sumptuous Rotary lunches—spreading word 
of hope and pushing out hidden grain, he 
was able to change H S Suhrawardy’s and 
Nazimuddin’s Herbert syndrome on the 
famine. Even Amery relented to keep up with 
Rutherford. Rutherford in a radio broadcast 
on October 8 made a call to the people of 
Bengal to cease all party controversy and 
offer “wholehearted co-operation in the 
urgent task of setting Bengal on her feet 
again’’. He made this broadcast after he had 
succeeded in starting the flow of grain to the 
districts, m however thin a stream. He 
followed It up with a visit to New Delhi on 
October II where he succeeded in bestirring 
at last the inert Linlithgow and members of 
his council and officials. 

The situation took a sudden dramatic turn 
for the belter after Wavell was sworn in on 
October 20. He and Lady Wavell, as I nave 
already mentioned, came down to Calcutta 
and on October 26 went round in the streets 
of Calcutta with Rutherford, visiting some 
of the areas where the shelterless refugees 
lay about. On October 29 Wavell presided 
over a food conference in Calcutta at the end 
of which Pandit Hriday Nath Kunzru, presi¬ 
dent of the Servants of India Society 
welcomed Wavell’s decision to place to 
services of a major general A V T Wakely 
who joined on November 2 was an estimable 
person and did not care for protocol. Neither 
could I afford to respesit protocol. So respon¬ 
sive was he and so pleased that 1 had made 
my demand straight to him that from the 
first week of November till February when 
1 left Munshig^j, I occupied a special 
corner in his heart and 1 did not have to beg 
importunately. Requests or requisitions to 
Wakely were enough. It was to Wakely again 
that 1 made request for medical supplies. He 
must have sent a special message to colonel 
Cotter. Cotter came down himself to 
Munshiganj at the beginning of November. 

But the man who must have moved the 
authorities in Calcutta with a special plea 
for Munshiganj was Pandit Hriday Nath 
Kunzru who visited Munshiganj on October 
20-21 and, despite his age and the frail state 
of his health, went round with me visiting 
a number of gruel kitchens as far as Rampal 
and a number of dispensaries we were setting 
up as famine relief hospitals. He must have 
made a note of the woeful lack of supplies 
both in the gruel kitchens and the dis¬ 
pensaries. For close on his departure came 
medical supplies anc| token money along 
with a representative' of the Servants of India 
Society Arthur Moore; editor of The 
Statesman after his tour of Munshiganj in 
the footsteps of Kunzru wrote helpful 
dispatches. 
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The Marwari Relief Society began to send 
supplies after a visit by Bhagirath Kanoria. 
The Calcutta Relief Committee and the 
Muslim Chamber of Commerce joined in. 
Very practical and business like relief came 
from the Friends’ Ambulance Unit, Horace 
Alexander sent a lieutenant callM Gian 
Davies. He later became the head of the 
UNICEF in Delhi and other countries. 
Davies was as sensible and prompt as he was 
thoughtful and took charge of my urgent 
needs of disinfectants, vaccines and 
prophylactics. 

The largest mortality occurred in the 
30-day period September 15 to October 15. 
By October 20 we had organised more than 
a hundred gruel kitchens which served a 
khichri of three parts rice and one part dal. 
cooked with a little haldi, salt, oil and bay 
leaves. There were traces of potato and 
gourd. This had a lethal effect on those who 
had far gone in starvation and developed 
oedema, resulting in puffy, glistening, 
albumen-coloured rubber balloon skins. 
Mortality took a higher toll of women, small 
children and babies, for vulnerable males 
had already died. The proportions of Nama 
sudras, artisans and Muslims were the 
highest in the mortality figures. 

Xhe situation began to stabilise while the 
tail end of the worst period stretched itself 
to take its toll of what Bartle Frere, governor 
of Bombay, had envisaged in his pamphlet. 
On the Impending Famine, in 1874. 

Men are death-stricken by famine long 
before they die. The effects of insiillu ient 
food long continued may shorten life after 
a period of some years, or it may be of some 
months or days. But invariably there is a 
point which is often reached long before 
death actually ensues, when not even the 
tenderest care and most scientific nursing can 
restore a sufficiency of vital energy to enable 
the sufferer to regain even apparent temporary 
health and strength. Add to this in con¬ 
sequence of famine in death, fevers and 
epidemics of various kinds that are apt to be 
quite as fatal as the effects of the famine 
Itself. 

Soon after Pandit Kunzru’s visit, help 
began to pour in from the Bengal Provincial 
Hindu Mahasabha Relief Committee, the 
Bengal Women’s Food Committee, the 
Mahila Atma Raksha Samiti and the 
People’s Relief Committee. By that time 1 
had got over my inhibitions about breaking 
into the sub-treasury under TR 27. This 
treasury rule, the product of much sagacity 
and experience, enabled the head of the 
administration to withdraw money under 
emergency circumstances, where lack of time 
would not permit waiting for government 
orders. The withdrawn money was kept in 
a sealed bag in the treasury from which 
smaller amounts were drawn whenever 
necessary. Strict accounts however were to 
be kept, since the drawer could be hauled 
over the coals years after for any discrepancy 
that might emerge. I still have the certified 
abstracts of the moneys 1 drew under TR 27 
from Munshiganj subtreasury and the 


approval of S Banerjee, secretary revenue of 
those days. 

H S Suhrawardy, minister of civil supplies, 
decided to visit Munshiganj, shamed 
possibly by Rutherford’s exhortation and 
Wavell’s hustling. He was to arrive by 
steamer in the afternoon of November 28. 
address a public meeting in Munsliiganj, stay 
the night and leave next day. 1 wrote to him 
inviting him to tea followed by dinner after 
the meeting. In those days ministers cared 
less for protocol than today. 1 had kept the 
district magistrate informed and that was 
enough. Suhrawardy’s steamer arrived on 
time. The supply situation had eased. People 
were still sullen but no demonstration was 
staged. 

At the meeting on the Haraganga College 
grounds, which about five hundred people 
attended, Suhrawardy expressed mortifica¬ 
tion at the misfortune and mortality the sub¬ 
division had suffered from. As he conclud¬ 
ed, a Hindu lawyer unctuously likened him 
to I.akshmi from heaven and begged him to 
find out who had been at fault for keeping 
the government in the dark. Suhrawardy 
seized the gambit, sprang on his feel and 
said, of course, that was the case. He had 
spent crores of rupees already and would he 
not have spent a few lakhs or a crore more 
to keep Munshiganj fed, if only he had 
known? 

This was a bit much, almost the last straw 
on top of the neglect I had so far received 
fiom Writer’s Building. It was also a ca.se 
of vindicating my honour before the public 
whose suffering I had shared. Honour con¬ 
tended with self-pity, had 1 not shed thirty 
pounds in the last six months I could not 
let the occasion go by default. It was my turn 
now to spring on my feet. 1 said I was 
astonished at what the minister had just 
said. Somebody in his office must have been 
at fault. He should find out who was respon¬ 
sible for keeping back all my letters and 
telegrams from the authorities. 

Suhrawardy got up to go. The meeting 
broke up. Apurva Chanda kept a cool head 
and piloted Suhrawardy to Idrakpur Fort. 
The minister stormed up the flights of stairs. 
As we strode across the terrace into my sit¬ 
ting room he could contain his anger ho 
longer. He exploded demanding to know 
why I spoke up. 1 had not cooled down 
either. As Suhrawardy, Chanda, Nihar 
Chakravarty (the minister’s assistant 
secretary), Ahmed the SDPO, Vikrampuri 
and I settled down, 1 too raised my voice and 
said, surely he did not expect me to take his 
words lying down, especially when he had 
virtually pointed the accusing finger at me 
in public. Apurva Chanda tried to mediate, 
but Suhrawardy, who had got up, menacing¬ 
ly came up to me and said, you should not 
have done it. I stood up and faced him, 
eyeball to eyeball as they now say, and said 
I would do it again. 

At the moment I must have felt like David 
facing Goliath. In reality it must have been 
unspeakably funny. Professor Chanda 


thought we were coming to blows, put 
himself in between and, like the civilised 
man he was, drew the minister’s attention 
to my enormous EMG handmade gramo¬ 
phone. I went in, bade Ava not to come out 
and greet the guests but send the tea things 
instead w'ith Muzaffar. Iba was a quiet and 
swift affair at the end of which the minister 
strutted out without so much as a word of 
thanks to me 

I did not attend Vikrampuri’s dinner, of 
course. Ahmed had not been invited and we 
had a quiet dinner at home that night. Next 
day 1 accompanied the minister and his 
party to Lohajang. Apurva Chanda stayed 
the night with me at Arnold's bungalow 
while Suhrawardy spent the night at Nihar 
Chakravarty’s house. Apurva Chanda gave 
me sound advice. The minister did not 
forgive or forget, he said. He advised me to 
collect every bit of paper and telegram I had 
sent to Calcutta from November onwards, 
iniluding copies of my fortnightly reports, 
arrange them chronologically, index them 
with abstracts of their contents and keep 
extra sets ready. This was advice, as things 
turned out. This incident stirred up a 
hornet’s nest. A series of visits followed till 
the middle of January 1944, ostensibly 
routine but in reality investigative. 

Almost the first to arrive in Suhrawardy’s 
wake was Rutherford. This was in December. 
It was plain he had come to find out what 
had happened between Suhrawardy and me 
and also sounded as though he had asked 
to see what kind of reports I had been 
sending since the beginning of the year. He 
had also probably heard from Pandit Kunzru 
about the subdivision’s plight and how the 
public and the administration were Cackling 
it together. 

I received him at Munshiganj Ghat. He 
asked whether the SDO was coming. It had 
never occurred to me that 1 looked that 
inconsequential and blurted out that I was 
the man. To make sure he asked whether 1 
belonged to the ICS. ) nodded. He looked 
as though he should have known better and 
offered to visit a few relief centres. As I 
placed the map in front of him, he put his 
finger at random and asked whether Pandit 
Kunzru had been in that area. On my saying 
no, we set off. He looked pleased whan he 
found that the area had not been alerted and 
spent about three hours visiting one kitchen 
after another on a bicycle with me. He was 
affable when we returned to his launch, 
offered me a drink and asked whether I 
knew his ADC John Irwin. I had met John 
at Bishnu Dey’s and Jamini Roy's place and 
said yes. He said 1 might expect him on a 
short holiday: he was looking for painted 
earthenware. The governor took off there¬ 
after. 

H S M Ishaque came next. By that time 
I had almost fully built up the documents. 
Ishaque was inclined to shoot a line to start 
with but later relented. A S Larkin asked me 
not to worry when I showed him my com¬ 
pilation. I formed a poor opinion however 
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of S .Banerjee, secretary revenue. He had 
remarked to somebody for my benefit that. 
I had been very foolish Jto rub Suhrawardy 
the-wrong way and was bound to come to 
grief. John Irwin came and spent about a 
week with me. Rutherford had perhaps 
expected him to obtain more details. But 
John was really fntere.sted in acquiring 
Lakshmi Saras. 

VII 

But the man who kept me on my toes for 
full three days and gave me a taste of what 
old-time ICS men were like was O M Martin. 
J L Llewellyn had come on ihs[>ection of the 
subdivisional ofFice but did not have much 
to give to me beyond what Sushil De already 
had, except samples of how elegantly even 
a routine report can be written. But 
O M Martin as different. He had just 
declined to step into J R Blair’s shoes and 
was working as relief commissioner. He 
came well-informed. For obvious reasons 1 
did not offer to put him up with us. He 
stayed at the dak bungalow. He suffered 
from fever on all the three days he was in 
Munshiganj. 

It was January 1944 and he had probably 
a touch of influenza, but each day he was 
ready at 6.15, in the morning with a rucksack 
containing two bottles of water, a box of 
sandwiches, a change of shirt and socks, a 
pair of shoes and a pullover. He would 
unfold the map, point to the territory and 
routes he would like to explore. He would 
then ask me what kind of community 
kitchens and famine relief hospitals he might 
etpect to find and the kind of people man¬ 
ning them. He took detailed notes of what 
I said, before we set out on our bicycles. He 
was sixty and I a mere twenty-seven. Yet he 
never slackened at any time on the average 
daily circuit of 40 to 50 miles on the kind 
of road 1 have described. 

Whenever we approached a place he had 
noted, he would ask me to wait under a tree 
on the main track and speed away on the 
bike alone. He would take his time. When 
he returned he would, in American jargon, 
kid me and say. “But, Mitra, it was pretty 
much what you said. Even the broken sand 
and pitcher filter at the corner is there, and, 
that fellow, isn’t he lovely and dedicated!’^ 

He must have been exhausted by the time 
he left for Calcutta, but could not wait until 
the crowd in the alley had subsided to let him 
ento- his cabin by the door, but jumped right 
in through the window, grinned back at me 
from ear to ear and bade a warm goodbye. 
It was he who showed me a note on 
Midnapur by Blair worded more strongly in 
condemnation than Shyamaprasad’s state¬ 
ment in the Bengal assembly. Every evening 
he came to dinner with us at Idrakpur fort 
he repaid Ava for her hospitality with stories 
and jokes of his generation of the ICS. This 
went on after dinner till 10.30 every evening. 

He told us about J G Dunlop, ICS, who 
hated his wprk as a judge In the summer 
he would sit in a zinc tub, waist de^ in 
water, and read a book. Anybody who had 


papers to be signed by him would be ushered 
in by the chaprassi. He would not lift his eyes 
from his book and say vaguely, “Angli 
lagao", (put your finger on the spot). The 
clerk put his finger on the exact spot and 
he would sign with a flourish J G Dunlop 
and dismiss the man with a “damn these 
papers’’. The story of his way of hearing 
appeals was even mofe hilarious. He would 
sit at his table with a sheet of white double 
foolscap paper, take red and blue pencils and 
draw concentric circles with a black bull’s 
eye at the centre. When he finished doing 
the paper, he would stop the arguing counsel 
with a "Baas. A/mrom" (Enough. Stop) and 
then call out to the chaprassi. The chaprassi 
knew his job, took the sheet outstretched, 
came out, climbed a peepal tree to the height 
of about ten feet and tie up the sheet ail stret¬ 
ched on to the branches. Dunlop then came 
out with an airgun and sh'ot at the target. 
U he hit the bull’s eye, the appeal was 
allowed; if he dtd not, it was dismissed. 
These are gems 1 have hung on to all my life. 
There are so few cranks today! 

The only other man like him 1 was lucky 
enough to work with was Satyendranath Ray 
II, my chief secretary in the 1950s. He too 
would pass for a crank in my scheme of 
things. 1 cannot resist telling a matching 
story about him. Ray never wore a tie or a 
pair of shoes except when he went to the 
airport to receive Panditji. The rest of the 
time he wore bush shirts and chappals. 
Mriganka Basu, home secretary, on the other 
hand was always dressed to the teeth. Ray 
spent most of his lunch hours in Basu’s 
room, doing crossword puzzles—except 
when he visited the coffee house. One day 
he said to Basu, “Mriganka, I share your 
lunch every day. I shall take you to lunch 
tomorrow!’ Basu told me in his inimitable 
Baghbazar accent, “You know Asok, what 
1 eat; a sandesh and a couple of jamun 
fruits, but since Ray offered to take me I 
came all dressed. Ray comes tome next day 
at 12.45 and says, ‘Mriganka, let’s go.’ As I 
sat beside him in his rickety Vauxhall, h6 
said, ‘Mriganka, I shall take you to a place 
where you have never been. It’s not Firpos 
dr Great Ea.stern. The food is superb! We 
finally landed in a dubious-looking shop in 
MdchuabaZar Street. ‘Mriganka, this is the 
place.where they make the best kabintji 
cutlets.. You will presently see*. Just think of 
it, the chief'secretary and the home secretary 
of West Bengal eating in a rotten Mechua- 
bazar eating place. ‘Mriganka’, he said again, 
'you don’t want a large lunch, do you?’ I told 
him, ‘you know what I eat’. He said ‘Let’s 
order one Kabiraji cutlet—they are big, you 
know--and we can share it!’ He ordered a 
cutlet would you believe it, we actually 
shared it. Can you think of what the owner 
thought of us!’ 

1 have yet to see an officer who hgted cant 
and humbug more than Martin or Ray. 1 
would not have met Martin had 1 not crossed 
Suhrawardy’s path. It was well worth the 
rumpus. 

It all ended pleasantly, however, in May 


1944. In April 1944, a senior collektue, I 
do not remember who, passing through ' 
Kurseong, stopped by at Constantia to have 
tea and suggested I should see Suhrawardy 
on my next visit to Calcutta. I went to 
Calcutta in May. This was my second visit 
to Writers Building since I had joined in 
November 1940.1 produced my card, asked 
to see the minister of ctvil supplies. I was 
ushered in within seconds. Suhrawardy rose 
from his chair, shook me by the hand, bade 
me sit down and volunteered, after a minute 
or two of pleasantries, that I had been right 
and he had had it all wrong. How decent of 
him, I thought and thanked. 

The second phase of famine relief- 
treatment of starvation cases under careful 
nursing in hospital conditions—began at the 
end of November 1943. We did not have 
knowledge of how the Russians had actually 
developed their /eldsherisia —their emer¬ 
gency field hospital training system of 
medical and nursing personnel through con- 
centrated short-term courses. Fortunately in 
19.38 1 had bought a copy of Socialised 
Medicine in the Soviet Union written by 
Henry Sigerist of the Johns Hopkins Univer¬ 
sity and published by Gollaricz in 1937. This 
came very handy. Nandy. major Aivar and 
I pored over the book which I still possess. 

They prepared a complete inventory of 
essential equipment, which General Stuart, 
director of famine relief, helped us with, 
along with Gian Davies. The lists were for 
2U-bed ho.tpitals, including a complete list 
of hardware, pots and pans, and a matching 
dispensary They wrote up instructions on 
how to receive a patient and make him com¬ 
fortable, how to minister; a graduated scale 
of medicines and alimentation to bring up 
a patient suffering from dangerous oedema 
and loss of vital powers, to convalescence. 
There was a very valuable list of essential 
dos and don’ts. There were such practical ^ 
hints as how to sterilise instruments in large 
degchis. You had to seal up the cover aH 
round with clay, put a two-stone weight on 
the lid and put the degchi, three quarters full 
with water with the instruments in it, on the 
fire and keep it boiling for half an hour. 
There were instructions on how to check the 
content of quinine in a mixture by boiling 
the mixture until only a dry residue of the 
quinine was left which cou|d be weighed. 

By January we had fully set up twenty 
20-bed hospitals, apart from Nandy’s own 
Srinagar hospital and the government 
hospital in Munshiganj which went up to 50 
beds each, plus major Aiyar’s 200-bed army 
hospitel at TaltaJa. Nandy, Aiyar,. the 
authorities of the union board dispensaries 
with their LMF/LMS doctors, qualified 
compounders and the district board’s 
sanitary staff worked so fast; vn received 
supplies of medicines, hospital equipment, 
such as they were, disinfectants and vaccines 
so readily through the good offtces of 
colonel Cotter, and major general Stuart as 
well as from the Field Ambulance Unit and 
the voluntary relief otganisations of Calcutta, 
that by the beginning of February, that is. 
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in the space of barely ten weeks we had a 
minimiun of 700 hospital beds working lull 
time, \bung political activists were excellent 
in the work of di.sinrection, fetching and 
carrying patients. They helped with the 
vaccination and inoculation. 

1 cannot claim to have been of much use 
in life but I can claim to have saved at least 
ten thousand children from disfiguremciii 
and debilitation, possibly death. Munshiganj 
is where 1 learnt to vaccinate against 
smallpox, first with the scalpel and there¬ 
after with the rotor pricker, as well as to 
inoculate against cholera. Persuading 
children to submit to the inoculation needs 
a little doing and here Beatson Bell's 
approach helped. You have to take along a 
supply of coloured sugar pills, or lozenges 
if you can afford them, enter a primary 
school and begin to tell a story. You should 
know that at the sight of the syringe or the 
vaccinator rotor a third or more of the 
children will make a bid to run away. But 
don’t be alarmed, keep sitting and gcl hold 
of the monitor and tell him wliat a brave boy 
he is and ask him lo set an example. Go on 
telling your story and distributing the sugar 
pills while you work away They will all be 
brought back to you by the monitoi before 
the hour is out. 

Drawing money under T R 27; keeping 
account of all the money and tnalcrial 
received; of their distribution, keeping 
account of all cash ami kind transacted with 
the community kitchens.and relief cehties: 
all these were done to near perfection by the 
local relief committees supervised in the 
main by two persons who displayed super¬ 
human energy and integrity. They were Abut 
Khair and Sourindra Mohan Bhattacharya. 
circle Officers of Munshiganj and Lohajang 
The latter worked from October 1943 while 
Khair was there even before I went. There 
were practically no audit objections at all to 
any of this vast enterprise. They were of 
course aiisisted by the staff of their offices 
and my own.'By the middle of 1944, three 
months after 1 had left, the subdivisional 
relief.office had acquired a complement of 
about 90 persons compared to a bare fifteen 
to twenty in February 1944. This was 
testimony to people’s capacity tp rising to 
the occasior in an erriergency. 

VllI 

Let me tell a story to illustrate how im¬ 
portant supervision and surprise inspections 
are in such matters. From September 1943 
onwards 1 invariably sent word that I was 
visiting place X on day A but ended up by 
visiting place Y instead. I visited place X 
only on an unspecified day B, when the 
person in charge of X had given me up for 
lost. In the middle of February 1944, when 
1 had been told that'I could expect a transfer, 
I decided to start on my farewell round of 
all community kitchens and hospitals. I had 
never onoe visited Sekhamagar or Baraikhali 
hospitals. Since they were on the edge of the 
Axial beet, the fair weather road became 


ready only in February for bicycles. I sent 
word to Nandy that I was visiting Sekhar- 
.nagar the next day at 8.30 a m and would 
he kindly join me there to go along to 
Baraikhali. I set out on cycle at six and was 
at Sekhamagar by eight fifteen, Jalil went 
with me. Nandy had not arrived. 1 found 
more tlian fifteen out of the twenty patients 
afflicted with severe oedema, their skins tight 
and bloci’ed like balloons of a translucent 
powder-blue colour. 

It was eight fifteen and yet no patient had 
breakfast. None of the mosquito nets had 
been taken down. No patient had been 
washed oi sponged. A patient vsho had 
possibly died in the early hours of the 
pievious night— ngnr'mortu had set in-- 
was still undei ,the mosquito net on his bed. 
The belly was swollen; pan of his body was 
covered with bluebottle flies with more of 
Iherii outside the net struggling to get in. 

Of the four sanctioned male orderlies and 
two night nurses only two were present and 
lounging on the l(ont verandah. They had 
not yet started on then duties. The medical 
ofticer had not comc, nor had the com¬ 
pounder. I sent one orderly off to fetch the 
doctor and put a quantity of the quinine 
mislurc on the spiiit lamp with the obicct 
of tesling Its quinine content. Ouininc sold 
at prohibitively high prices in the market 

The medical officer, who had seen me 
before in Munshigani, gave a stall as soini 
as he spied me and was on the point of 
turning round ,ind lunning away when I 
stalled '.houiing at him. commanding iiim 
10 comc al once. My blood went lo ms head 
iiisiamly and 1 ran alter him, hurlini' ihe 
bioken icg of a wooden chan at him. It 
missed him. Realising that it would be no 
use trying to run away, he came lo me 
sheepishly. I took him by his neck straight 
into the waid and on to the dead man’^ tied 
and asked to know when he had died Me 
did not know. 1 asked him whether he did 
not think that half the patients would suffer 
from trauma at the Slight of the bloated 
corpse in their midst. I was quite beside 
mvself with rage and bade him climb up the 
dead man’s bed and keep lying embracing 
the corpse until I returned from Baraikhali. 
I added that 1 wanted to see if he would not 
develop fever and delirium. 

lb my utter horror he began to climb on 
to the bed meekly and made to lie down 
embracing the corpse. 1 gave a scream and 
pulled him away by force. Nandy who had 
arrived looked dazed. It was all macabre, to 
say the least.' 1 told the medical officer I was 
returning from* Baraikhali in three hours’ 
time. If 1 did not see everything set right by 
then, the medicines freshlyaromMunded, the 
beds done up, the patients wasned and fed, 
the hospital disinfected and cleaned, the 
dead man handed over to thi relatives with 
a certificate, I would take him-straight to jail. 

'When I returned at 11.30 everything was 
bright as a new pm. The patients looked 
happy and wonder of wonders, the medical 
officer gave me a grin and the attendants 
and nurses a big salute. They were no doubt 


glad to see me depart soon after I made my 
inspections. The story spread over Ihe sub¬ 
division in the course ol tlic next three days 
and had a salutary effect ail jound. 

I had committed another indiscretion in 
the meanlima I had accepted the hospitality 
of l.ala Bhupendranath Ba'u of Srinagar. 

I was unaware of Ihe standing litigation 
between him and the Shahas of Sholaghar. 
Someone told me that the Shaha Babus had 
a large hoard of ricetind paddy tucked away 
in their house A search pioduced nothing 
incriminating. I learnt something I had not 
known: that it was usual to store nee in large 
carthenlvare vessels—ma/ki/x embedded in 
Ihe ground below floor level. 

The Shaha family look me to court for 
damages of Rs 25,000. 'I his m present value 
would iimoum to Rs 300.000 or more. 1 did 
not have even Rs 500 to spare let alone 
Rs 25,(K)0 and was worried for a time. The 
govci nment readily offered to defend me at 
its cost but Subodh Chanda Talukdar, the 
second munsif, gave me sane advice. He 
asked me to settle the matter out of court 
and seek the good offices of Jnanankur De, 
the distiict judge. IX* was kind and took 
interest in the suit which was withdrawn in 
February. 

At the end of January 1944 when it looked 
as though the Suhrawardy affair had blown 
over, I asked for a transfer. I was offered 
Contai in Midnapur. 1 protested—anything 
but Conlai after the harrowing Munshigatij. 
tven the SDG Contai’s house had been 
destroyed in the cyclone. I was offered 
Kurseong which 1 grabbed. 

When I left Munshiganj on March 15 
liandmg over charge to Aminullah of the 
Bengal Civil Service 1 felt I had come 
through an ordeal by fire. I was, of course, 
by no means the same person 1 had been two 
years before, 

IX 

Vikrampur already seems so remote in 
time and space even to 'Vikrampuns in West 
Bengal that I thought 1 should leave an 
account resembling m part J C Jack’s 
Fandpur. I trust the reader will bear with 
this long account. These three years here 
were the most formative years of my adult 
life. They shaped my attitudes, reactions, 
sympathies and concerns and sensitised my 
mental and intellectual antennae. They also 
provided much of the dissatisfaction with 
myself with which I have had to contend 
with all my life. 

On the other hand, it would be dis¬ 
ingenuous on my part to disown the satisfac¬ 
tion, the richness and fulfilment that the 
three years gave me. They made me aware 
of the open and hidden levers of British rule. 
Until 1940 i needed an umbrella to go out 
in the sun or rain for as little as half an hour 
to protect me from,a bad headache or a cold. 
Touring, especially in Muashiganj, knocked 
the cissy out of me and taught me even to 
ignore terrible attacks of migraine. 

The prediction made by Rai Saheb D N 
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Dey on the day I set foot on Munshiganj— 
pola hoibo-^cAtne true. Unto us a daughter 
was born. At the-58mo"intle‘thc years in 
'Munshiganj made me walk through hell. 
They brought me face to face with the 
perpetual conflict between the concept of 
equality and the practice of it in terms of 
condescending chanty in my own social 
class, even anjong those pas.sionately com- 
mitted'to Marxism The large-scale death 
among the NomasuJras. the poor artisan 
castes and Muslims of lowly vocations, 
which i could not prevent left me with an 
abiding despair and even contempt for the 
empty protestations of ‘caring for the poor’ 
that came later The phrase itself assumes 
that ‘equality’ is cant; the poor must always 
remain poor and provide us the satisfaction 
of caring fbr them marginally. For, if 
anywhere the cotreept of equality had any 
chance of success under Indian conditions 
it was surely m Munshiganj with its richness 
and vitality in every sphere of life until the 
famine smote the country. 

As that 1 was leaving Munshiganj 1 was 
reminded of the conversation in Ramayana 
between Havana's mother Nikaslia and 
Rama, where Rama commiserates with hei 
for the destruction of Lunku and the death 
of her valiant .sons and grandsons “I sup¬ 
pose you must be wishing. Mother, that you 
had not lived to endure all this" Nikasha 
stopped Rama and says, “Don't say sucli a 
thing. Son, how else would I have gone 
through all that 1 have?” Nikasha wa's 
probably thinking of the mcxurabic law of 
retribution; the wind that Havana had sown 
and the whirlwind he reaped, riic August 
disturbances and the famine, by that token, 
may have been the last mortal blows of im¬ 
perialism before it quit. 

As for the accounts of August 1942 and 
the holocaust of 194.1 1 have merely put 
down what has beer retained in the wide- 
meshed sieve of memory. It is primarily a 
personal account of what has survived as my 
perceptions of causal relationships of what 
happened. 1 have merely checked the dates 
and quotes and made no attempt to write 
historv. 

The crowning satisfaction of the year of 
travail came in quick succession in 1974 
and 1975, thirty years after 1 had left 
Munshiganj. Munshiganj became another 
country in 1947. The emergence of Bangla¬ 
desh brought a release of the spirit there. It 
also brought a certain resentment and envy 
against India underneath all the outward 
warmth toward Indians. My first visit was 
with president V V Giri as his secretary. 1 
had known Nurul Islam the finance minister 
and Mujibur Rahman as students in 1943. 
While president Giri went on a visit to the 
' Chittagong lake, the Dacca administration 
kindly took me in a launch to Munshiganj. 
The first sacred duty I did was to pay last 
respects at the graves of my orderlies Samad 
and Jalil. Rahim, our gardener, took me 
there. About 2,000 people from all over the 
subdivision consisting of persons who had 
helped during the famine, grown-up children 
of those who had been looked after but had 


nevertheless perished, and of course those 
whom ministration had been able to save, 
collected at .the Ghat and at the SDO’s 
bungalow. Apart from this heartening 
reunion about fifty people came from 
Munshiganj to visit me at the president's 
guest house. 

1975 saw a repetition of the same jubila¬ 
tion when I went to Dacca as an academic 
to attend a seminar Ava accompanied me. 
We were admitted to our hou.se in Idrakpur 
Fort. Alam the SDO, a poet too, was most 
kind and attentive. This time the jubilalic is 
were held on the grounds of Haraganga 
College—the same place on which 1 had 
contradicted Suhrawardy 

The Principal of the college took me to 
the library and proudly showed me around. 


Krishna and Balanun panel in the middle 
and a gopini on either side—three laige 
canvases—and the books I had donated in 
1942. At our host’s house in Dacca we were 
visited among others by Rahim, Rafi and his 
son, and Shafiuddin, brother of Shunsuddin 
Ahmed, secretary of Muslim Students 
League in 1943. 

These were my reward, rendered all the 
more precious by the passage of thirty years 
during which Munshiganj had become 
another country, its people another people, 
to whom I was but another foreigner, but 
bound by memories of common suffering 
and survival. 

fThis IS an excerpt from Three Score and Tire 
Memoirs of a Bengal ICS' Pan II: The Fateful 
Decade and A Half, I940S5 by Asok Mitre. 
To be published by MANDIRA, 16 Southern 
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Measuring Tax Potential 

A Note on Ninth Finance Commission's , 

N' Krii«hnaji 

The Ninth Finance Commission claims to have adopted a normative approach in assessing the tax revenue 
capacities of the different states and Jor this purpose the commission has, m its first report covering 1989-90, 
employed a regression equation fitted to past data to generate estimates of tax potential. This note discusses the 
regression equation and the manner in which it has been used for making revenue projections and shows that 
the whole procedure Is shot through with defects. 


THE Ninth Finance Commission (NFC) has 
adopted a normative approacli—an ap¬ 
proach much discussed since the terms of 
reference of the commission were anno¬ 
unced—in assessing the tax revenue capaci¬ 
ties of the different states. Foi this purpose 
the commission has in its first report, cover¬ 
ing the award for the year 1989-90, employed 
a regression equation fitted to past data to 
generate tax potentials. The methodology 
has been described as sophisticated. 

The discussion in this note is restricted to 
the regression equation and the manner in 
which it has been used for making revenue 
projections; it docs not cover other, more im¬ 
portant, aspects of the award. I’he note 
argues that the procedure—sophisticated or 
not—is shot through with defects and is not 
‘Objective’ in the desired sen.se. 

1 

IVIutlelh 

The very first step in econometric moucl- 
building is the derivation of an appropriate 
specification for the problem at hand from 
a set ol well-understood theoretical prin¬ 
ciples, supplemented by rea.sonable assump¬ 
tions needed almost always to narrow the 
gap between model and reality. In other 
words, an equation can be estimated only 
after it is established in some formal sense 
and the qualifications that validate it are 
clearly laid down. Without such a derived 
specification along with the necessary 
assumptions, an estimated equation cannot 
be interpreted meaningfully, howsoever good 
the regression fit might be, In terms of the 
underlying analytical structures, nor can it 
be used for projection or prediction: handing 
it over for decision-making constitutes a 
thoughtless act. 

This observation is not a sermon although 
it invokes the first page of the econometric 
bible. The NFC has employed a regression 
equation derived in a certain manner for 
making normative tax revenue projections; 
to understand the implications of the method 
a reference to that first page is necessary. 

The builders of the NFC model have dis¬ 
regarded the basic requirement of a proper 
specification. Instead, they have taken resort 
to a common b uf invalid procedure that can 
be described easily. The problem is usually 
one of ‘explaining’ variations (in cross- 
sectional and time-series data) in one or 
more variables. The practice consists of 
listing another set of variables which, by ap¬ 


peal to common sense or through verbal or 
algebidic arguments, are shown to contribute 
to the sought-altci observed variations. 
Promptly, several iegressions aie run, with 
a great variety irtroduced by diffetem 
mathematical functional forms and by dif- 
tcienl choices of subsets of regressors from 
the master list. From these regres.sions one 
or two are chosen as best-fitting according 
to statistical criteria, as conforming to 'cv- 
pectaiion.s', and as generally ‘satisfactory’. 
Producing such best fits is more an art than 
a science but there tire enough aids and rules 
ot tlitimb for reducing hetero.scedasticity, 
miilticolhnearily, error variance, standard 
errors and so on—a bag of empirical tricks 
readily available to regression fitters. 

The purely empirically derived fits cannot 
however be interpreted for meaning and con¬ 
tent in any analytical sense in the absence 
ol a specification as the starting point, 
although the coefficients of tne estimated 
equation provide readily usable elasticities 
With lespect to this or that variable for 
making piojc'ctions. More importantly, if the 
assumptions acluallv made are not cleaily 
spell out at the specification stage but 
emerge (as m the present case) progressively 
with the modifications made for improving 
the goodness-of-fit, the qualifications to the 
truths implied by the assumptions go under 
the carpet, swept by the high R square, 
forgotten in the final act of pressing into ser¬ 
vice the dciivcd elasticities. For consider: in 
the present ca.se the NFC has surely in its 
collection of regressions a few others—other 
than the employed one—with lower values 
for R square, say 0.97 or 0.98 instead of 0.99 
as in the used one, which would produce a 
different set of normative estimates for the 
states, some crore more or less for each state. 
These crore matter. 

Where then is the objectivity of the pro¬ 
jections? Surely not in regression as a com¬ 
putational method, which of course is ob¬ 
jective in the crude sense that when used it 
will provide unique answers. The objectivity, 
if any, must be in the way the model is speci¬ 
fied and corresponds, with readily referred 
to qualifications, to reality in some measure. 

II 

A Major Defect 

The NFC model, such as it is, seeks to ex¬ 
plain variations across space (states) and 
time (1980-81 to 1985-86) in per capita tax 


revenues. To this end, the differences “are 
attributed to variations in taxable capacity 
and tax effort faclois”. Tax effort is left 
undefined: rales low'ei than what the traffic 
can bear? lax officials not diligent enough? 
tax evaders clever? No clues 

However, the NFC has “suitably modified 
the regression approach tor measuring tax¬ 
able capacities of the states .so that variations 
on account ol the stochastic error compo¬ 
nent are separated from those due to tax ef- 
lorts. This has been done by using pooled 
time-.series and cross-section observations to 
estimate a combined tax lunction in a 
general 'fixed-effccts-moder ”. 

A littl(( reflection shows that what has 
been done is not at all satisfactory. The state 
and time ‘dummies’ u.sed for the purpose 
simply sweep all variations not explicitly 
accounted tor in the model and they may or 
n ay not bear any relationship with tax ef¬ 
fort, the dimensions of which have not been 
spelt out at all. Modelling in this context is 
not easy and empirical experimentation of 
the type that has gone into the NFC model 
is both necessaiy and welcome. The model 
may be a useful starting point but it is 
unsuitable for deciding normative tax 
collections. 

Norms in this case can be developed only 
after more thought goes into both sets of 
factors, relating to tax ba.se and effort, given 
the differentials in sectoral origin of income 
and tax rate structure.s. The commission has 
recognised the need for detailed studies for 
making sensible normative assessments for 
the period 1990-95. Outlining a procedure 
in this context, the NFC says: 

The standard (or representative) tax system 
is built up by working out the average effec¬ 
tive tax rates which aie the ratios of the sums 
of the actual revenues from the different taxes 
levied by the slates to the sums of their 
respective estimated ba.se5. By aggregating 
the capacities in respect of individual taxes 
levied by a state, the total taxable capacity 
ol that stale is derived. Estimating taxable 
capacities on the basis of this method re¬ 
quires compilation of voluminous data on 
tax bases and their proxies, and therefore 
cannot be completed in a short period. We 
have, therefore, entrusted this study to the 
National Institute of Public Finance and 
Policy, the results of which would be available 
only for our second report covering the 
period 1990-95. 

Pending such a detailed study and analysii 
of tax potentials, the right thing should have 
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been to stick to accepted practice for mak¬ 
ing the tiward for the first year, i e, 1989-90. 
The NFC has instead employed the dubious 
regression method, perhaps to be consistent 
in some vague sense with its stand on the 
normative approach. Perhaps, also, because 
it is easy to compute regressions. 'I he 
apology is as follows: 

[Sjtnce the new approach would mark a 
radical departure from the b.nsis on which 
Finance Commissions ha' c been operating, 
it would not he fair to the parties concerned 
to adopt it without giving them sufficier.i 
notice. Moreover, if any radical changes arc 
made in the criteria for the inter se disu ibu- 
tion of resources among the slates m the Iasi 
year of the Scvcnih Five-Vear Plan, it would 
upset the calculations already incorporated 
in the plan, keeping these factors in view, foi 
making our recommendations for the year 
1989-90, we have opted for a selective adop¬ 
tion of norms in the assessment . . 

The 'selective adoption’ giving rise to 
‘moderated normative estimates' is an ai- 
bitrary tinkering with the regres.sion and 
trend projections. This must be desciibed- 
The comparison of the normative c.stiiuates 
with trend estimates indicates the magnitude 
of undertaxation oi overtaxation [what do 
under- and over-taxation mean?) in different 
states. |Why this should be so is not clear. In 
fact other regressions will show other pat 
terns of ‘under: and 'over^taxation ) We find 
that in the ca.se of some states, there is 
relatively substantial undertaxation and il 
would be too difficult for them to ‘catch up' 
in one year. To be realistic, and to mitigate 
the harshness arising from the sudden adop¬ 
tion of normative approach, wc have 
moderated the normative estimates. Thus in 
cases where the normative estimates are 
higher than the trend estimates we have 
moderated the normative estimates by adding 
50 per cent of the shortfall (why not 75 per 
cent?], subject to a maximum of 15 per cent 
of the trend estimates. Correspondingly, we 
have moderated the estimates even for the 
states whose normative estimates are lower 
than the trend estimates by adding only 50 
per cent of the difference [why not 50 per 
cent?]. Thus, these states are provided with 
the reward for their better performance... 
Rewards and punishments are given, not on 
the basis of a detailed analysis of perfor¬ 
mance (to be done later by the NIPFP) but 
on a comparison of trends with regression 
results. All this shows that the whole pro¬ 
cedure is quite arbitrary and no claims to 
its scientifk and objective nature can be 
taken seriously. However, since a regression 
equation has emerged as a tool to discipline 
and punish, a good look at it is called for. 

Ill 

The Regression 

A methodological note with mathematical 
symbols and verbiage appears as an Appen¬ 
dix to the First Report. It says: “The basic 
tax function belongs to the class of ‘fixed 
effects models’. There follows a represen¬ 
tation of per capita tax revenue R as a func¬ 


tion, linear in logarithms, of per capita State 
Domestic Product (Y). pei cent non-primary 
sectoral SDP (M) of total SDP, and X, me 
Ix'ien/ ratio o*’ the distribution of consumci 
cxpendiiurc "conipulcd frbm the 38lh round 
of National Sample Sursey data" 

"In addrioii siatc-wisc iiiiciccpi dununics 
wete used to pick up the fi.xcd iitests" 
Pres'imably, Y, M riiul \ aie ideiii’licd as 
the 'capact',’ factor' determining the lax 
base But since ‘effort’ laclius cannot be 
quaniitied c.tsily, the miioduclion of the 
catch-all dummies, an act of despan, 
becomes a necessity to the nujdcl builders. 

I ct us list some of Ihc obvious defetls of 
the tiiodel. 

(a) As already suggested, the equation is 
not derived from a proper specification; 
indeed it is not easy ;o obtain an equation 
of the assumed form from any set of sensi¬ 
ble assumptions. II, for example, certain 
relationships are assumed to hold between 

‘tax revenues and incomes oii.?inafing in the 
different sectors, then, under sectoral ag¬ 
gregation it is more logical to relate tax 
revenues to incomes iii the three sectors 
.separately than to total income and propor¬ 
tion in the non-primary sectors as indepen¬ 
dent variables (I his, however, is not a 
serious delect if the purpose is to estimate 
the relevant elasticities from an approxima¬ 
tion. because lliesc elasticitie.s can be derived 
from the assumed equation, but the equation 
is unac.sthclic'to say the least.) 

Attempts at modelling tax revenue as a 
function of 'base' and ‘eflori’ will abort 
unless some knowledge about ‘efiort’ is in¬ 
corporated along with sensible ideas about 
the tax base. 

(b) Why the Lorenz ratio (1 R) of the 
distribution of consumer expenditure? Here 
the idea (not spelt out) seems to be that lax 
incidence bears a disproportionate relation¬ 
ship to personal income (and hence to ex¬ 
penditure?) so that inequalities in the distri¬ 
bution income (hence expenditure?) also 
contribute to average tax icvcnuc. If, loi 
example, there is progressivity in the tax- 
income ratio, allowing revenue to be posited 
as, say, a quadratic function of income, it 
is easily demonstrated that under aggrega¬ 
tion the variance (or the co-efficient of varia¬ 
tion) emerges as an additional explanatory 
variable. But why, to repeat, the LR? 

Let us read the model-builder’s mind. The 
Lorenz ratio in the distribution of consumer 
expenditure represents a measure of in¬ 
equality. Inequalities in income and expen¬ 
diture contribute to average tax revenues. Ex¬ 
penditure is a proxy for income; the LR is 
a proxy for other measures of inequality. 
And so on. Vague statistical ideas. 

Given that tax collections by states are 
mostly expenditure-based, the insertion of 
expenditure inequality may be justified but 
then why employ il along with SDP. which 
is not even a good measure of ‘income ac¬ 
cruing’ to the states? More imporuntly, the 
impact of inequality in expenditure (measured 
by LR or whatever index) on total revenues 
is unpredictable; the tax-income (or tax- 


expenditure) ratio may be constant, regres¬ 
sive or progressive in respect of different 
taxes; only a detailed examination of disag¬ 
gregated data can provide ansyvers as to what 
result' would emerge from aggregation. Even 
more questionable than the use of the LR 
directly as a variable in regression analysis 
is the assumption implied in the NFC model 
that the elasticity of tax revenue with respect 
to the lorenz ratio is constant. The LR is 
a relatively insensitive measure of inequality 
(reason why it cannot be recommended for 
studying inequality variations over space and 
time, and much less for measuring the im¬ 
pact of inequality on variables such as 
average tax revenues). Apart from iruen- 
sitisity, a given LR may arise from two dif- 
ferem types of distribution, with differences 
in the middle and right tail parts—which ob¬ 
viously contribute differently to average tax 
revenue under the assumption of progressive 
(or regres':ve) tax-income ratios. The cons¬ 
tant elasticity assumption is invalid and the 
LR IS a poor choice for capturing the effects 
of inequality on tax revenue. 

But what must rank gross among blunders 
IS the way in which lx)ren/ measures were 
actually inserted into the computation. 
While the methodological note in the Ap¬ 
pendix refers in this context to the data from 
the 38th round of the NSS, the text in 
chapter III says that “the Lorenz ratios of 
consumer expenditure data for the 32nd 
round (1977-78) and 38lh round (1983-84), 
interpolated for the relevant years” were 
employed in the regression analysis. The use 
of interpolated values in regression analysis 
is impermissible; in some models it can be 
done but only with a loss in degrees of 
freedom consumed by the estimation of the 
interpolated values. Apart from this viola¬ 
tion of an elementary rule, one must note 
also the fact that ilie ratios available for 
1977-78 and 1983-84 are survey estimates 
with unknown .sampling errors. Thus the 
generally insensitive sample Lorenz ratios 
may completely misrepresent a population 
trend in the ratios. Extrapolation for deriv¬ 
ing tax revenues has been rejected by the 
NFC, but simple interpolation employed in 
the most cavalier manner; all because of the 
presumed appropriateness of the ‘regression 
method’ to arrive at some normative 
estimates. 

(c) A careful reading of the Appendix 
shows that the model-builders were con¬ 
fronted with two kinds of heterogeneity; in 
the tax-income re.sponses and in the residual 
variances corresponding to the posited equa¬ 
tions. The second type of heterogeneity can 
arise from misspccification; for example 
from non-inclusion of determinants among 
those “already taken in the tax function” as 
well as “heteroscedasticity... commonly 
encountered in cross-section estimation” 
(about which nothing can be done in prac¬ 
tice). All the attempts by the NFC moddlers 
to grapple with these two types of hetero¬ 
geneity have failed, partly because the 
distinction between the two has not been 
clearly formulated at the beginmng but 
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discovered, acknowledged and sought to be 
taken care of during the course of experi¬ 
mentation with different equations. An 
assessment of these attempts wilt be possi¬ 
ble only if all the regressions and the results 
of the corresponding statistical tests are 
made available for careful scrutiny. 

What we have instead is a confused ver¬ 
bal description of the step-by-step modifica¬ 
tions: “These tests, in general, indicated that 
the parameters of the tax function did dif¬ 
fer among states and, therefore, there was 
a need to include state-wise dummies—both 
intercept as well as slope. However, the slope 
variation appeared to be small...”. 

“In an attempt to improve homogeneity 
of the fax function across the states... 

“First, we included some more capacity 
factors .. However, the efficiency of the 
regression estimates went down (probably 
due to high multicollenearity) while the 
homogeneity did not improve. (The F test 
I .still showed the need for slope dummies.) 
[Where is the F test?] 

“Second, we attempted to reduce the 
general heteroscedasticity [nowhere defined) 
by two variant.s of the Gesjer method... In 
the first variant the OLS condition of 
uniform error variance was relaxed. Instead, 
we assumed that the error term was related 
to the size of per capita SDP [Why?],., In 
the second variant, the error variance was 
assumed to be a function of not only the per 
capita SDP, but also the other variables in 
the tax function. [Again, why? Notice that 
in the first variant the error term was 
‘related’ to SDP, but in the second variant 
the error variance was assumed to be a func¬ 
tion of the SDP, the proportion of non¬ 
primary SDP and the Lorenz ratio. In the 
absence of knowledge about that lies behind 
the non-uniformity of error variances, all 
assumptions are equally good, but some, it 
appears, must be preferred to others so that 
estimation can proceed according to models 
given in text books.]... 

“Though neither of the above methods in¬ 
creased the homogeneity of the tax function, 
the second variant vastly improved the effi¬ 
ciency of the regression estimates. In view 
of this the second method was retained as 
a device to reduce the general heteros¬ 
cedasticity!’ 

That is not all, because some more devices 
were employed for reducing heterogeneity 
between the states in respect of the tax- 
income relationship. -The 14 states were 
divided into three groups: low, middle and 
high income groups, by the per capita SDP 
criterion. Other criteria were considered: 
proportion of non-agricultural SDP in total 
urbanisation literacy rate, number of 
hospital beds per lakh of population, per 
capita power consumption, infant mortality 
rate, and road length per square kilometre 
area. But, as “the first principal component 
accounted for nearly sixty per cent of the 
variation of these eight variables, the com¬ 
posite index (of ‘development’, assumed to 
be relevant to the tax-income relationship in 
an undefined sense] was derived using the 


first principal component. However [note, 
this], the ranking of the states according to 
the composite index showed a high correla¬ 
tion with the ranking according to per capita 
SDP, In view of this, it was decided [by the 
Finance Commis.sion?] to .simply consider 
the latter for grouping of the siate.s’’. 

“The statistical tests conducted separately 
for the three groups showed that a high 
degree of homogeneity in the tax function 
can be achieved by employing state-wise in¬ 
tercept dummies alone. Further, we found 
that, in the case of all the three categories, 
equations w ith time dummies were prefera¬ 
ble from the statistical point of view. Accor 
dingly, lhe.se equaiions wer chosen to make 
the normative projections”. 

That is the story, as told, of the normative 
projections, more preceisely of the regression 
equation employed by the NFC for the pur¬ 
pose. It IS difficult to understand. Fxpres- 
sions like “in general”, “appeared to be 
small”, “went down”, ‘’did not improve”, and 
“vastly improved the efficiency”, do not 
make sense to statisticians without suppor¬ 
tive evidence of the right kind: the NFC has 
offered to the public a document that can¬ 
not be meaningfully read even by persons 
conversant with the language of the model- 
builders. 


IV 

Conniuding Remarks 

In a review of the NFC award, Amaresh 
Bagchi writes (EPW, December 3, 1988)- 

It may be argued that levcnuc potential of 
a state may not be captured adequately by 
a few variables however carefully selccleU 
especially in a country where the states arc 
far from homogeneous in their economic 
structure, and. what is more, their tax powers 


are subject to limitations which do not 
operate uniformly on all slates. . Some of 
these possibilities are sought to be taken care 
of |by the NFC] by grouping the slates into 
‘high-income’, ‘middle-income’ and ‘low- 
income’ categories. Further, the tax potential 
worked out has been moderated by the com¬ 
mission Those who still have reservations 
aiioiii the normative approach based on 
cconoineiric models (and some of them may 
be \ .ilid ) have to come up with alternative 
approaches w hich would be more objective 
or le.ss questionable. ” 

I'he need to come up with an alternative 
appioach arLses only if the pre.sent (NFC) 
approach can be demonstrated to be superior 
in some specific sense(s) to earlier practice. 
Ragchi, the critic, is trying to stifle criticism. 

What emerges very clearly from the infor¬ 
mation in the report is that it is difficult to 
assess the tax-raising capacities of the states 
(given, differential rates of taxation, not 
refei red to at all in the report, and structures 
of income generation), and even more dif¬ 
ficult to say whether state 4 tlonc bet¬ 
ter than state B in raising revenues. Difficult 
but not impossible: presumably the NIPFP 
is engaged in the hard work needed 
The regression equation in the First 
Report is a very crude attempt to reduce the 
complexity and heterogeneity in the revenue 
and income structures of the states to a form 
that somehow yields elasticities for projec¬ 
tion In view of the dubious quality of the 
regression and the self-acknowledged failure 
of the modellers to grapple with the hetero¬ 
geneity, the least that the NFC could have 
done was to present different sets of nor¬ 
mative estimates corresponding to alter'* 
nati 'e formulations of the model, so that 
comparisons could be made and the sen¬ 
sitivity of the results to alternative assump¬ 
tions carefully examined by the interested 
public. 


NEW ROOK 

INDIA’S INTERNATIONAL PAYMENTS 

imbalances 

(Preface by Dr. I. G. Patel) 

(pp Price Rs KX) 

by NEELA MUKHEigEE 

“This book is a welcome addition to the all-too-slcndcr vtilumc of 
literature on the vicissitudes of India’s Balance of Payments developments 
especially since the late 1970 to early 1986.” 

— The Economic Times, September 11, 1988 

“What sets the present book apart frtrm the bulk of the literature is 
its concentration 6n a particular front—that of the balance of payments. 
In this respect, as Ur. 1. (1. Patel rightly points out in the preface, it fills 
a major gap” 

— Business Stamiurd, December 4. 1988 
For Orders- 

OASGUPTA & COMPANY BOOKSELLERS, 

S-f/1/3 College Street, 

CalcuttSi 700 0^3. 
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FORM l-A 

(See Rule 4A (1)) 

Form of seneral notice to be given to the members of the public before giving a notice to the Central Government 
under sub-section (1) of Section VI of the Monopolies and Restrictive Trade Practices Act, 1969 

NOTICE 

It is hereby notified for the information of the public that CEAT Tyres of India Limited proposes to give to ttie Central 
Government in the Department of Company Affairs, New Delhi, a notice under sub-section (1) of Section 21 of the 
Monopolies and Restrictive Trade Practices Act, 1969, for substantial expansion of ttieir undertaking Brief particulars 
of. the proposal are as under 


Name and address of the owner of the 
undertaking 

Capital structure of the owner organisation 


CEAT Tyres of India Limited 
463, Dr Annie Besant Road 
Bombay 400 025 

Authorised Capital Rs. in lakhs 

1,60,00,000 equity shares of Rs lO.c-each 1600 00 
40,00,000 unclassified shares of Rs ''0/- each 400 00 


Location of unit or division to be expanded 


In case the expansion relates to the production, 
storage, supply, distribution, marketing or control 
of goods, indicate 

(i) Names of goods 

(ii) licensed capacity 

(iii) Expansion proposed 

In case the expansion relates to any service, 
state the extent of expansion in terms of usual 
measures such as value, turnover, income etc 

Cost Of the project- 

Scheme of finance indicating the amounts 
to be raised from each source 


Issued and Subscribed 

1,47,60,315 equity shares of Rs 10/- each 

Light Automotive lyre Factory 

M I DC 

Satpur 

Nasik 


Automotive tyres and tubes 
32,12,000 nos 
10,00,000 nos 

Not applicable 


Rs 209,95 00 lakhs 

Internal resources 
Debentures/defer,rcd payment 


2000.00 


1476 03 


Rs. In lakhs 

62,83,47 

147,11.53 

209,95.00 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Com¬ 
pany Affairs, Government of India, Shastri Bhavan, New Delhi, within 14 days from the date of publication of this notice, 
intimating his views on the proposal and indicating the nature of his interest therein, 

CEAT TYRES OF INDIA LIMITED 


T. M ElAVIA 
COMPANY SECRETARY 


Dated this 3rd day of February, 1989 
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Close-up is for close-ups 


Singing under the umbrella 
on a rainy day, sharing smiles... 
sharing good times. And you're 
confident because you’ve used Close-up. 

Transparent, red Close-up's 
two super-whiteners leave your teeth 
their whitest and its special mouthwash 
keeps your breath its freshest. 

So, smile a close-up smile and 
stay confident because after all. 
Close-up is for close-ups. T 
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The message is loud and clear! 



Bharat Electronics Limited 

(A Govt ot India Enlorprise) 

Jalahalli PO Bangalore 560 013 



Bharat Electronics’ 
1C 1895 


It’s here. IC 1895 from Bharat 
Electronics. To replace a host of 
devices and give you clear sound, 
simplicity in design and 
manufacture, cost savings and 
longer battery life. 
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Reality 
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Staying at the top 
is harder than getting there. 

Zudii wins the F Al award for the second 
year lo succession For the best 
production performance m 
Nitrogenous fertilisers in 1987 

FAl has also acknowledged Zuan as 
one ot the best in pollution control For 
the entire complex 

The FAl award for the best production 
performance takes into account the 
^ ■ whole gamut of operational parameters , 

capacity utilisation (106% at Zuan) A 

, operational efficiency energy ^ 

conservation, safety, etc But while the * 

awards and recognition pour in, Zuan 
keeps Its wheels moving 

A gas-based fertiliser plant in District 

Kota. Rajasthan is being promoted ^ 

ZUARI AGRO CHEMICALS LIMITED. 


LtNTASZUA 




ECONOMIC 

AND 

POLITICAL 


Vol XXIV No 6 


February 11, 1989 




Founder-Editor: Sechin Chauonun 


Centre-State Relations fl71 

Politics. Dealins with Jharkhand 
Movement—Nuclear Power The French 
Deal-Bio-Technolo 3 y. Hush-Hush 
Asreements—North-East Army vs Civil 
Administration S79 

Business S74 

Statistics ' 976 

Companies 977 

From the ivory Tower 
Productivity and Efficiency 
Myth and the Reality 

-Aiun Ghosh 980 

Capitalscopc 

Decline and Fall’ 

-Bhabani Sen Gupta 989 

Reports 

The Bihar Crisis 

-Indu Bharti 984 

Lessons of Maharashtra College 
Teachers' Strike 

-J V Deshpande 986 

Lett Front and Jharkhand 

-Anjan Gtiosh 988 

Playing with Pesticides 

DM 989 

Manila the More it Chanses 

Deena Khatkhate 999 

Costs and Benefits of Foreign Study 

- Philip G Altbach 993 

Review Article 

Towards an Art of the People’’ 

- Aparna Mahanta 995 

Speclel Articles 

Regional Imbalances and National 
Question m Pakistan Some Indications 
-S Akbar Zaidi 300 

A Case Study of Pavement Dwellers 
in Calcutta Family Characteristics of the 
Urban Poor 

-N Vijay Jagannathan, 

Animesh Haider 315 

Poverty Ratio as a Devolution Criterion- 
A Note 

- T K Arun 319 

Discussion 

New National Income Estimates 
-T Rama Rao 399 

Special Statistics 393 

Letters to Editor 970 


ECONOMIC AND POLITICAL WEEKLY 

Hitkari House 284 Shahid Bhagatsingh Road, 
Bombay 400 038 

Phones 266072/73 Grams Econweekly 
Editor 
Krishna Raj 
Assistant Editors 
Padma Prakash, Bernard D’Mello 
Editorial Staff 

Cleatus Antony, Prabha Pillai 
Gautam Nevlakha (Delhi) 
Circulation A S Shetty, B S Sharma 
Advertisement Manager S G S Subramanian 
ARanager K Vljayakumar 


Pakistan: Economics of National Question 

The National Question, it is generally agreed, has become the 
inost important political question in Pakistan today. The libera! and 
right wing sections of society as much as the left are aware 
of the problem and its magnitude. What has been lacking is an 
analysis of the economic/material base of the National 
Question in the different regions of the country. 300 

Forty Years Ago 

The setting of most of the stories in a new volume of Manik 
Bandyopadhyay’s short stories in English translation is the stormy 
forties, in Bengal particularly, a traumatic period of famine and 
social and economic crisis brought about by colonialism under war 
conditions against which is set the revolutionary upsurge in the 
countryside in the wake of the Ibbhaga movement. Forty years after 
their original publication the stories are still fresh and living not 
just because of the high level of the author’s artistry but 
because of the contemporaneity of the themes and subjects. 295 


Not by Technology 
Alone 

There can be little dispute about the 
importance of technology in bringing 
about improvements in industrial 
productivity. But we should be in a 
position to use better technology and 
that implies a whole set of pre¬ 
conditions to which we need to give 
attention. Further, there are many 
factors other than technology 
neglect of which—as has been in 
evidence in India for some time— 
can lead to a complete negation 
of the productivity gains 
from better technology. 279 

IDealing with Dissent 

In the handling of dissent, there are 
differences of degree, not of intent, 
between the Congre$s(l)-ruled centre 
and the opposition-ruled states. A 
recent instance of bureaucratic 
handling of dissent is the way the 
Left Front government in West 
Bengal tried to foil the holding 
of a rally by the Jharkhand 
Co-ordination Committee 
in Calcutta on January 31. 288 

Urban Poor 

An analysis of the data from the 
Calcutta Metropolitan Development 
Authority’s study of 33,000 pavement 
dwellers in Calcutta throws light 
on the social and economic 
conditions of the poorest 
of the urban poor. 315 


Poisoning Food 

The rich countries have been fairly 
successful in their pesticide control 
programme to ensure that their 
citizens do not ingest dangerous 
chemicals through food and water. 
But the situation in India is alarming 
and is getting worse. The government 
has now permitted the import of 
methomyl and triazophos, two 
pesticidM which had been earlier 
rejected by the Registration 
Committee because they ate 
extimely toxic. 289 


Favouring the Rich 

Setting out to make inter-state 
distribution of resources more 
progressive, the Ninth Finance 
Commission has achieved precisely 
the opposite. Its use of the 
poverty ratio in its devolution 
formula has been largely 
responsible for this. 319 


Satraps in Rebellion 

Not only was the whole of the south 
lost to the Congress(l) with the 
Tkmii Nadu election defeat, but its 
impact was immediate in the north 
where party satraps rose in rebellion 
in Bihar and Madhya Pradesh. 

They would not have the prime 
minister’s nominees as chief 
ministers any more. 282 

The developments in Bihar have 
shown how much the institutions of 
the Slate have been undermined 
by the politics and politicians 
of the Congress(l). 284 

Teachers’ Movement 

The near-total focus on economic 
demands to the neglect of 
educational issues is weakening 
the college teachers’ movement. 286 


Fading Slogans 

The soothing noises heard in 
Philippines after the ouster of 
Marcos and the advent of Corazon 
Aquino have almost faded out. The 
same gentry from the latifundia are 
in the cabinet and play the role of 
power-brokers. The ranks of the 
rebels continue to swell and 
the foreign military bases 
are there to .stay. 292 


Gain or Drain? 

With more than one million students, 
the majority of them from developing 
countries, studying outside tneir home 
countries, the ramifications—academic, 
social, political and economic—of 
foreign study deserve careful 
attention. 293 










LETTERS TO EDITOR 


Propertyless? 

IN ‘Emergence of the Intelligentsia as a 
Ruling Class in India’ (January 21) Ashok 
Rudra asks: “how does the intelligentsia, 
without any property base, become a rul¬ 
ing class?” (emphasis added). This crucial 
question is not an.swered satisfactorily 
either by himself, or in the next article by 
Beteille. Bardhan, in the article following, 
comes close hut doesn't quite put his 
finger on it. 

The answer, surely, is that the intelli¬ 
gentsia is, almost by definition, the owner 
of Intellectual Property(ies). Increasingly 
larger proportions of the title to these pro¬ 
perties enjoy monopoly privileges pro¬ 
tected by the .Stale. These properties fetch, 
depending on the transactional modes, 
market conditions, and the applicable law, 
a variety of rents; as also ‘tribute’ and 
‘status’ type of non-monetary rewards 
which are valued by the upper reaches of 
this class. A variety of TVadc Secrets — 
which later come well within the legal 
definition of intellectual property—is 
owned and traded-in by the bureaucracy. 

Thus, intellectual property emobodied 
in the intelligentsia and their produce is, 
in fact, the factor of production which 
acts as one of two indispensable mobile 
cementing factors between the othci three. 
(The other is energy.) There arises, as a 
result, a whole political-economy of in¬ 
tellectual property. 

Incidentally, the list of those who com- 
piise the inlelligent.sia will be .significantly 
deficient if the officer class of the military 
is excluded. The Air Force and the Navy 
are now largely dependent on mental skill; 
the Army i.s becoming mcrea.singly so. 

V SlnDII.^RTHA 

New Delhi 

Suppression of 
Academic Freedom 

WE, as members of the academic com¬ 
munity, would like to register our protest 
against the violation of academic norms 
and suppression of academic freedom by 
the management of the Gokhale Institute 
of Politics and Economics, Pune. We 
understand that the management of the 
Gokhale Institute has humiliated 
K K Dasgupta by refusing to allow him 
to associate with the institute after his 
retirement. Since Da.sgupta is an academi¬ 
cian of international repute, this petty ac¬ 
tion is rather more a loss for the institute. 


It is deplorable that, instead of foster¬ 
ing positive colleagual relationships within 
the institute, the director deemed it fit to 
ask Dasgupta as well as other senior staff 
membess for an explanation for not be¬ 
ing on their seats at a particular time. In¬ 
stead of respecting Dasgupta’s response of 
not considering himself accountable to the 
director for his movements within the in¬ 
stitute, orders were issued for complete 
severance of Dasgupta’s relationship with 
the institute after his retirement. 

Such incidents, if allowed to go un¬ 
checked, will vitiate the atmosphere in the 
academic community. Democratic rela¬ 
tionships between the administrative 
heads of institutions and senior academic 
staff are necessary for maintaining high 
academic standards. Directors should not 
be allowed to treat academic institutes as 
their fiefdoms, and demotivate their .staff 
by treating them as serfs. Even on an 
assembly line, the severity of the action 
on such petty grounds would smack of 
vindictiveness, but in the context of an 
academic institute it will completely vitiate 
the atmosphere. 

We urge upon the management of the 
Gokhale Institute to reverse expeditious¬ 
ly Its decision and restore the dignity of 
the institute. 

Javed Alam, V B Abrol, Biplab 
Dasgupta, Dhairyasheel Patil, 
S M Javed Razvi, A S Raur, K C Suri, 
C N Rao, K R Mohandas, Ashok 
Acharya, S S Chatha, Zahoor Siddiqui, 
Sadasiva, Rasheedudin Khan, Kulwant 
Rana, Bharat i Mukherjee, Tirthankar 
Chattopadhyay, Bhupinder Brar, 
K K Pathak and T R Sharma. 

Swaraj 

SWARAJ is a group of persons who have 
on various occasions been to India/south 
Asia, and who have got in touch with ac¬ 
tivists, social action groups and mass 
organisations. The major aims of our ac¬ 
tivity are; maintenance and strengthening 
of such transnational contacts; generation 
and dissemination of counter-information 
to the prevailing image of India and other 
south Asian countries in the media; criti¬ 
que of the established development 
strategies and modernisation models. 

The fundamental consensus between us 
is the right of self-determination (swaraj) 
of each individual and each community. 
In this context we give special attention 
to the position of women and children and 
of minorities. Recent developments such 


as the New World Economic Order have 
taken up ‘basic needs’ as a central 
development issue. But the right of self- 
determination, in this case the self- 
determination of the needs, remains of 
minor importance. In east and west, more 
and more people have become critical of 
such developments. Our point of depar¬ 
ture in this movement is: to criticise a 
social system that is only interested m 
economic and industrial growth; to 
criticise the established power structures. 

We believe that a radical change of 
society is necessary in the western world 
as a precondition to end neo-colonial rela¬ 
tions with other countries and regions of 
the world. We are linked with the social 
movements in West Germany. Our con¬ 
tacts with groups in south Asia are guid¬ 
ed by the principle: communication must 
precede co-operation. 

Swaraj is organising a workshop on 
Religion and Liberation in south Asia 
from July 14 to 16 in Heidelberg, West 
Germany. If you happen to be in Europe 
then, we shall be happy to receive you and 
extend our hospitality. 

Johannes Lapinc. 

FOB 103641 
6900 Heidelberg 
West Germany. 

Tel 06221/766557 


SUBSCRIPTION RATES 
inland 

(includins Bangladesh and Nepali 


iDiliUltiOD? 

One yeai 

Rs i25 


Two yeafb 

Rs 6S5 


Three years 

Rs 925 

Indivicjuals 

Six months 

Rs 140 


One Vear 

Rs 250 


Two years 

Rs 475 


Three years 

Rs 700 

Concettlonal Ratet 

One year 

Teat hers/Researchers 

Rs 200 

Students 


Rs 150 


Concessional rates are available only in India To 
avail of concessional rates, certificate from relevant 
institution IS essential 

Remittance b/ money cxder/bank draft/postal order 
requested In view of revision of collertion charses 
by banks, please add Rs U to outstaliori cheques 


Foreign 

Annual 

(fisfiTufi^s Individuals 


Surface mail 
(all countries) 

us S 60 

US S 40 

Air mall 

Pakistan and 

Sn lanka 

S 60 

S 40 

Other Asian 
countries 

S 70 

S 60 

Africa, Australia, 
Europe and Japan 

S 85 

S 75 

South and North 
America and 

New Zealand 

5 too 

S 90 


All remittances to E conomic and Miticai f fcikl y. 


270 


Economic and Political Weekly ftbruary 11.1989 



KONOMIC 

AND 

POLITICAL 


Centre-State Relations 


E vidently the six non-Congress(I) chief ministers who 
met in Calcutta on January 28 to consider centre-state 
relations and related matters chose to be far more restrained 
in their joint statement than each of them was in his in¬ 
dividual remarks at the conference on practically every issue, 
particularly on issues like the appointment and role of gover¬ 
nors and application of Article 356 which authorises gover¬ 
nors to recommend dismissal of state governments. All that 
is demanded in the statement is an early conference of chief 
ministers for an in-depth discussion on the report of the 
Sarkaria Commission before the centre takes any decisions 
on the commission’s recommendations. 

Obviously, the non-Congress(l) states continue to repose 
some faith in such conferences and in “in-depth discussion” 
even though individually at least two of the chief ministers 
publicly expressed their dissatisfaction with the way another 
lorum of chief ministers, namely, the National Development 
Council, functions One of these two chief ministers regretted 
that meetings of the National Development Council had been 
reduced to a mere ritual. Regardless of what the proposed 
conference of chief ministers actually can achieve, what the 
Calcutta statement underlines is that there is concern among 
the states that even the very limited advance that the Sarkaria 
Commission’s report recommends on the existing state of 
centre-state relations may be shelved or, worse, even be 
perverted unless the chief ministers get a chance to have their 
say and that too fast enough. 

On financial relations to which the Calcutta statement 
devotes most attention, the non-Congress{l) chief ministers 
make known their disappointment with the award of the 
Ninth Finance Commission for 1989-90 on several counts. 
First, the award falls short of the “states’ requirements and 
expectations”. Secondly, it adopts double standards as bet¬ 
ween the centre and the states. And, thirdly, the norms 
adopted for assessment of the states’ resources position are 
“arbitrary, inequitous and negligent of the special problems 
of the states”. Noting the commission’s neglect of the debt 
problem of the states, the chief ministers have demanded a 
50 per cent write-off of Plan loans and also reduction of 
the loan content of future plan assistance to 50 per cent 
On the commission’s choice of so-called special problems, 
the individual chief ministers were forthright. Assam felt par¬ 
ticularly aggrieved that its law and order problem was ig¬ 
nored while Punjab’s fmancial needs in this regard were taken 
note of, even though Punjab is a high income state and has 
been assessed by the commission as having a surplus before 
tax devolution. Kerala complained that its massive unemploy¬ 
ment problem was ignored by the commission while it felt 
penalised for having performed well in elementary educa¬ 
tion, better than some of the high income states who in spite 


of their revenue account surpluses qualified for the commis¬ 
sion’s hand-outs for special problems. Karnataka felt 
discriminated against because the commission made 
“favourable adjustments” with respect to revenue loss on 
account of prohibition incurred by Gujarat and Tamil Nadu 
but ignored Karnataka’s commitments with respect to /ilia 
parishads and mandal panchayats. If prohibition is covered 
by the directive principles, so is decentralisation. So also is 
the right to work. 

On the question of assessment of the states’ revenue needs, 
a new element was introduced through the commis.sion’s 
terms of reference which spoke of the entire revenue account. 
The earlier commissions were explicitly asked to confine 
themselves to the non-Plan revenue account. This meant that 
the Ninth Finance Commission would also assess the revenue 
account of the states’ Plan outlay. West Bengal pointed out 
the arbitrarine.ss of the commission adopting for the pur¬ 
pose a norm “of sticking to 3 per cent ol gross domestic pro¬ 
duct”. Of course, the whole approach of the commission to 
assessment of the Plan needs of the states has been purely 
mechanistic, which is quite understandable once the com¬ 
mission decided not to encroach, in any manner, on the 
jurisdiction of the Planning Commission, including the 
principles underlying the Plan si/e of and Plan assistance 
to the states. All that one can say at this stage is that the 
Finance Commission would hopefully show greater courage 
when formulating its award for the five-year period, 1990-95. 
Of course, whatever courage it can command will have to 
be combined with regard for objectivity as well as equity but, 
going by the commission’s award for 1989-90. there were 
serious doubts whether the commission would be able to 
.summon these qualities. 

There are a few other financial matters also on which the 
Calcutta statement can be said to have taken a clear posi¬ 
tion. Most important among these is the chief ministers’ de¬ 
mand for a National Credit Council which would afford the 
states an opportunity of partaking in the formulation of the 
credit policy so that the banking system no longer functions 
at the dictates of the centre and also the states secure “their 
legitimate share in public borrowings with minimal in¬ 
terference in the pursuit of their developmental policies” 
either by the centre or by institutions like NABARD. Of 
equally great concern to the chief ministers was the impact 
of the centre’s decisions on pay revision and dearness 
allowance for its own employees on the states’ expenditures. 
The Calcutta statement calls therefore for a National Wage 
Policy and wants the centre to bear “part of the liability of 
the state governments” arising as a consequence of the grant 
of pay revision and dearness allowance by the centre. 

On the two major agenda items of the meeting called by 
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the prime minister on February 9 and 10, 
namely, consignment tax and additional 
excise duties in lieu of sales tax, the non- 
Congress(I) chief ministers make it clear 
that they would ask for the implementa¬ 
tion in toto of the earlier decision on con¬ 
signment tax, namely, that it should be 
leviable under the existing Central Sales 
Tax Act, at the same rate and under the 
administrative control of the states within 
their respective jurisdictions; and, further, 
that they do not contemplate surrender¬ 
ing to the centre their power to levy sales 
tax on any additional commodities, the 
recommendations of the Tripathi Com¬ 
mittee notwithstanding. The Calcutta 
statement also takes the opportunity to 
oppose the prime minister's attempts to 
bypass the state governments in his 
meetings with members of zilla parishads 
and panchayats and the Planning Com¬ 
mission’s directive to the states to place 
at the disposal of district magistrates Plan 
funds when elected bodies arc already in 
place. These, as the statement puts it. are 
“the opposite of decentialisation with 
people’s involvement’’ 

POLITICS 

Dealing with Jharkhand 
Movement 

AT a time when the central leadership ol 
the CPl(M) is exeicised over the sorting 
out of the problems around the so-called 
third front at the national level, the parly 
and the l.eft Front government led by it 
in West Bengal look like being thicaten- 
ed by a new front in its rear— the prospect 
of a ‘liberation struggle’ led by the 
Jharkhand Miikti Vlorcha (JMM). 
Although the danger of a head-on colli¬ 
sion between the Adivasis armed with 
their traditional weapons and the law and 
order machinery of the state during the 
impressive rally of the tribal people in 
Calcutta on January .11 was happily 
averted, thanks to the wisdom and 
rc.straint on both sides, eruptions in the 
future cannot be entirely ruled out unless 
adequate and timely steps are taken for 
that objective. 

The main demand of the Adivasi 
mobilisation in Calcutta, as also of their 
long sustained movement, is the forma¬ 
tion of a Jharkhand state with 21 distri¬ 
cts from the four adjoining states of 
WestBengal, Bihar. Orissa and Madhya 
Pradesh. Some of the speakers at the 
C'alcutta rally boldly declared their deter¬ 
mination to resort to armed struggles to 
win this demand, if need be. On the other 
side, it IS reported that a section at the- 
top of the West Bengal administration is 
inclined to depend on police methods 


primarily to cope with this challenge. If 
left to follow their own courses, these two 
confronting trends may easily lead to a 
repetition of the Darjeeling hill area 
episode in the western districts of West 
Bengal. 

While'the Jharkhandi leaders are ab¬ 
solutely correct in highlighting the sharp 
contrast that exists today between the ex¬ 
tremely rich natural resources of their 
native regions and the abjectly subhuman 
conditions of their life, they do not fully 
reveal an awareness of the causal connec¬ 
tions between these two contradictory 
facets of their exi.stence; it is indeed 
because of the rich endowments of their 
native regions that they have to be depriv¬ 
ed so thoroughly in the interest of the 
military-industrial complex led by the 
Indian big bourgeoisie in league with in¬ 
ternational capitalists. If the Adivasis 
want to fight for their emancipation 
against their exploiters and oppressors, 
they have to forge links with fraternal 
forces outside their ethnic communities 
and the left parties would be their natural 
allies in this struggle. 

West Bengal chief minister Jyoti Basu 
may have some logic in dismissing the 
Jharkhand state demand on the plea that 
the Adivasis comprise a very small minori¬ 
ty in the West Bengal districts concerned, 
but as a leader of the CPI(M) and the left 
Front government, he will have to take a 
sympathetic, indeed partisan, stand 
towards the essentially emancipatory core 
of the Adivasi demand. The CPl(M) and 
the West Bengal government should im¬ 
mediately start a process for formulating 
a comprehensive plan and programme for 
the tribal population and to launch on this 
course with a public declaration. 


NUCLEAR POWER 

The French Deal 

ALTFlOUCiH the Festival of France was 
the cho.sen backdrop for making public 
the negotiations for acquiring French 
nuclear technology, evidently much 
groundwork had already been done on the 
projea over the past year. And clearly the 
discussions must have been at an advanc¬ 
ed stage for the French team to have 
visited the proposed site for a possible 
French entry into the power generation 
field in India a year ago. The deal itself 
is not so surprising. Having abandoned 
the much-flaunted path of self-suffici- 
ent 7 in the sophisticated area of nuclear 
power with the acceptance of the Russian 
plants, the Atomic Energy Commission 
(AEC) cannot now have any reservations 
about the French offer. The French on 
their part, given the excess capacity in con¬ 


struction of nuclear power plants conse¬ 
quent upon lower-than-expected power 
demand are more than keen to establish 
a foothold in India—which may well be 
a prospective buyer for fast breeder reac¬ 
tors as well. 

According to available information, the 
French are offering two 900-MW reactors 
of the pressurised water type using enrich¬ 
ed uranium as fuel and natural water as 
moderator (PWRs). These are to be 
located at Jaitpur in Ratnagiri district of 
Maharashtra. With the experience of hav¬ 
ing built and run 34 such units in France, 
the French claim that safety has been a 
particular feature of this entire 
programme. 

The Indian programme so far has been 
based on the pressurised heavy water reac¬ 
tor which uses natural uranium (PHWR) 
available in India as fuel. The design is 
an indigenous one and years of work has 
gone into refining it and overcoming pro¬ 
blems which have cropped up in the many 
plants which have been functioning. The 
Kaiga plant, for instance, supposedly in¬ 
corporates special features which make for 
additional safely. Similarly the AEC has 
repeatedly talked about the extra features 
at Narora designed by Indian engineers to 
compen.sate for seismicity of the zone and 
the higher risk of accident. The AEC, 
especially in its recent pronouncements, 
has been stressing the safety features of 
the Indian design—for instance, the fact 
that the use of natural uranium dioxide 
as fuel because of a low content of fissile 
material precludes reactivity accidents in 
fuel handling and storage. Moreover the 
Indian PHWR reactors are the horizon¬ 
tal type and can be refuelled on power; 
this is not possible with the French design 
which has vertical vessels. If the.se were the 
special advantages of the Indian design 
why then is the AEC abandoning it for 
the French one? 

At present the French deal is hanging 
in the balance because of two problem 
areas: the nature of the payment facilities 
and the type of contract. Apparently the 
OECD export credit norms do not pro¬ 
vide for concessional financing for 
nuclear power plants. The OECD interest 
rate is 9.3 per cent which is unacceptable 
to India. The Soviet deal cost India about 
Rs 5,000 crore and the interest rate on the 
loan is 2.5 per cent. Moreover the French 
loan will have to be repaid in foreign 
exchange. 

Secondly, the French would like a turn¬ 
key contract to be completed in a period 
of eight years. The AEC chairman has 
been stressing participation of indigenous 
manufacturers for items which they have 
acquired experience in fabricating under 
AEC guidance. Neither problem is 
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insurmountable—the French are already 
reported to be exploring ways of making 
the financial angle more acceptable to 
India, and given the fact that the Soviet 
deal is a turnkey contract, the stage is set 
for more offers of the same kind. In other 
words, with the AEC wholeheartedly ap¬ 
proving the deal, India is very much in the 
market for nucleai plants. 

This being so, some issues of public 
concern need to be raised. Firstly, the 
Indian experience on safety—in routine 
operations as well as in emergency—has 
been based on the Indian design. While 
it may be argued that safety of operations 
IS not entirely design dependent, it can¬ 
not be assumed either that risk calcula¬ 
tions for one socio-technological situation 
can be adopted without change in another 
environment. What is the extent of this 
sort of ‘technology transfer’ in the French 
deal? 

Secondly, it appears that, as in the 
.Soviet deal, spent fuel will be transported 
back to France. Quite apart from other 
issues involved, this would mean that the 
potentially hazardous material will have 
to be regularly moved across thousands 
of kilometres to points from which it can 
be shipped out. While the volume of waste 
per plant may not be very much, the fre¬ 
quency of such load movement increases 
with more such deals, and hence also the 
risk of accident. 

B10-TECHN0Lt)G\ 

Hush-Hush Agreements 

AMONG the less high-profile of the Indo- 
French agreements have been the ones in 
bio-technology. Three memorandums of 
understanding have been signed for ex¬ 
panding scientife and technical co¬ 
operation in bio-technology, bio-medical 
sciences and vaccinology. Unlike similar 
agreements with the US last year, very 
little has appeared in the press on the 
terms and conditions of these agreements. 
In fact, even the seminars held in these 
fields, especially vaccinology, have been 
strictly invitees-only affairs, closed to the 
press. 

According to available information, the 
agreement on vaccinology is for setting up 
a joint venture project for research and 
production of major viral vaccines. The 
land for the project has already been 
acquired in Gurgaon district in Haryana. 
The project which will cost Rs 95 crore 
will be set up jointly with the IPCL, the 
department of bio-technology and the 
Institute Merieux, Lyon, in France, a 
pioneer in the new technology. 

The plant will manufacture by 1991-92 
20 million doses of measles vaccine, two 
million doses of injectible polio vaccine 


and 40 million doses of a quadruple 
vaccine that is a combination of vaccines 
against diphtheria, whooping cough, 
tetanus and polio. The state-of-the-art 
technology will ensure that the rabies 
vaccine is of such purity that the number 
of doses required will be brought down 
drastically. The injectible polio vaccine 
has better thermo stability and can reduce 
the problems encountered in the transport 
and storage of oral polio vaccine. Other 
than vaccinology, areas identified for 
co-operation in research are fertility 
control, human reproductive biology, bio¬ 
medical engineering, nutrition and public 
health. 

Whatever the meiits of the vaccines 
which will be produced the project raises 
some issues. Firstly, it is reported to be the 
biggest such project in the world and the 
first that tiie Institute Merieux is setting 
up outside France. Quite apart from the 
degree of ‘transfer of technology’ which 
this will involve, it is in Gurgaon that the 
teething problems of establishing such a 
unit will have to be resolved. Also it is 
curious that a single new plant on this 
scale should have been preferred to intro¬ 
ducing the production technology in exis¬ 
ting plants and institutes. Some of India’s 
oldest research institutes, the King ln$ti-' 
tute or the Pa.steur ln.stitute$, have had 
long experience in the research and pro¬ 
duction of vaccines. This expertise would 
have facilitated the absorption of new 
technology and could well have generated 
in the long tun, an upgrading of existing 
methods to a greater degree than an 
independent plant and R and t> set up 
without any active collaboration with 
either an existing production plant or a 
research institute. Unless, of course, the 
‘technology transfer’ is to be a monitored 
process entirely under the control of the 
In.stitute Merieux. 

It is also rather puzzling that we should 
be signing an agreement for research co¬ 
operation in areas such as nutrition, 
epidemiology and public health. India has 
a long tradition and extensive experience 
in nutrition research, longer perhaps than 
many European countries. And obviously, 
problem areas in epidemiology and public 
health in India would be very different 
from those in France. What would India 
gain by such an agreement? Clearly the 
crucial area is bio-technology and fertility 
, control where France needs to strengthen 
Its base, but is constrained by stringent, 
legislation on experimentation there. 
India, with hardly any controls on human 
experimentation and given the large base 
of expert personnel in the field, offers an 
ideal place for this effort. In addition, it 
will provide a market for sophisticated 
equipment and technology. 


NORTH-EAST 

Army vs Civil 
Administration 

THE paramilitary outfit known as the 
Assam Rifles which is virtually an exten¬ 
sion of the Indian armed forces, with 80 
per cent of its officers drawn from the 
army, has added a comic interlude to its 
long drama of repression on the conunon 
people of Manipur, Tripura, Mizoram and 
Nagaland. At the sessions court in 
Imphal, the Assam Rifles personnel are 
at present facing a case filed by the 
NPMHR (Naga People’s Movement for 
Human Rights). In what is otherwise a 
grim recording of proceedings, the lawyers 
and officers of the Assam Rifles introduc¬ 
ed an element of peevishness which turned 
them into a laughing stock. Every day 
during the proceedings, they carried a 
table and a pair of chairs to the court 
room on the plea that the ordinary ben¬ 
ches used by the public in the court are 
not good enough for the high and mighty 
officers of the Assam Rifles. 

Matters came to a head when the local 
newspapers reported the incident and the 
court took notice of the behaviour of the 
Assam Rifles. The counsel for the latter 
argued that Assam Rifles officers must be 
treated differently from the petitioners 
since they were senior officers of the 
armed forces. The sessions court finally 
directed the Assam Rifles not to bring 
their own chairs and table into the court 
room, but to sit on the benches provided 
by the court. The judge observed: “There 
must be an equality before the law and 
treatment given to the petitioners and 
respondents must be alike and same...” 
Taking offence at this, the Assam Rifles 
has now gone to the Guwhati High Court 
challenging the order. 

The battle over a table and two chairs 
may not be as innocuous as it looks. It 
could be yet another attempt by the 
Assam Rifles to put a snag and delay the 
judicial proceedings in respect of the 
several cases pending against its jawans 
and officers. Ever since the recording of 
the evidence from the victims of the 
Assam Rifles began on August 22, 1988, 
the paramilitary force had been openly 
flouting the court by arresting and tortur¬ 
ing key witnesses. The NPMHR lawyer 
was threatened by the Assam Rifles 
counsel in the court, compelling the judge 
to severely reprimand the latter. On 
January 24, the Assam Rifles personnel; 
raided a girls’ hostel and a <church in' 
Imphal and broke open into the room of 
the NPMHR lawyer and ransacked it, 
during her absence. The Armed Forces 
(Special Powers) Act under which the 
Assam Rifles personnel have been depktyed 
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in Manipur, while arming them with many 
arbitrary powers, does not empowr them 
to arrest people and usurp the normal 
authority of the civil administration. The 
director general of police, Manipur, at last 
appears to have woken up to the intrusion 
of the Assam Rifles into his administrative 
sphere. He has ordered an inquiry into the 
January 24 incident. 

But pampered by the centre, the Assam 
Rifles seems to be in an advantageous 
position v7j-fl-v/4 the civil administration 
in Manipur It was under its pressure that 
the former chief minister of Manipur, 


BUSINESS _ 

BULLION 

Move for Import 
Ill-advised 

WITH small ups and downs bullion prices 
have continued to display a hardening 
tendency since about the beginning of the 
year. By February 7, gold (standard) 
in Bombay had risen by 3.5 per cent from 
Rs 3,180 to Rs 3,290 (per 10 grams) and 
silver (.999) by 4.5 per cent from Rs 6,469 
to Rs 6,762 (per kg). The highest prices 
touched by gold and silver this year so far 
are Rs 3,.375 and Rs 6,807 respectively. 
While silver has recorded a new all-time 
high, gold is still about Rs 200 below its 
previous high mark recorded in November 
1987. Another point to be noted is that 
whereas the ri.se in silver is a continuation 
of the upward trend in 1988—up over the 
year by 4.4 per cent—the rise in gold 
represents only a recovery from the 
previous year's decline of 8.4 per cent. The 
rise in silver appears all the more .signifi¬ 
cant when seen in the context of the 
decline in world prices. In 1988, silver in 
New York registered a decline of 9.1 per 
cent (fro’m 673 cents to 612 cents an 
ounce) and gold was down by 11.9 per 
cent. The fall in silver was said to reflect 
the continuing excess of global supply 
over demand while the decline in gold was 
explained in terms of the strength of the 
US dollar. 

The rise or fall in bullion prices in India 
can never be satisfactorily explained in 
terms of the changes in international 
prices. Factors intluencing the behaviour 
of bullion prices here and abroad are quite 
different. This point is perhaps best il¬ 
lustrated by the fact that while gold and 
silvei prices in India have recorded new 
all-time highs, prices in the Lxmdon and 
New York markets are still substantially 
below then 1980 highs when speculative 
mania had lilted ihe price of gold above 
S 835 and ihai of silver above $ 47 an 
ounce. 


Rishang Keishing, was removed after he 
had protested against the atrocities com¬ 
mitted by the Assam Rifles on the Naga 
villagers of Senapati district of Manipur. 
State government officials and senior 
police officers plead helplessness, and 
sometimes even express fear, when their 
attention is drawn to the high-handed 
behaviour of the Assam Rifles. After hav¬ 
ing successfully reduced the civil administ¬ 
ration to a non-entity, the Assam Rifles 
now is trying its best to browbeat the 
judiciary into surrendering its indepen¬ 
dence. 


Strange as it might sound, the ups and 
downs in the prices of precious metals are 
of little consequence to the bullion trade 
excepting those who are engaged in specu¬ 
lative activity. Despite the ban on forward 
trading, speculative activity in silver is 
known to have assumed at times disquie¬ 
ting proportions. 

A stnking aspect of the bullion scenario 
is that while tighter policing of the borders 
and stricter vigilance by the customs 
authorities resulted in record seizures in 
1988—6.1 tonnes of gold against 2.3 
tonnes in 1987—illegal imports of gold 
through smuggling were also an all-time 
record, varyingly estimated at between 140 
tonnes and 200 tonnes again.st 99.4 tonnes 
in 1987. Imports of .silver, which is dif¬ 
ficult to smuggle because of its bulk in 
relation to value, were also a record 250 
tonnes against 125 tonnes in the previous 
year. This, however, should cause little 
surprise. Smuggling is a well organised 
business run by men having vast resources 
as well as influence. Smugglers have 
seldom had it so good in that the .spread 
between the international prices of gold 
and silver and those prevailing in India 
had never been so wide as during 1988. 
Even on the basis of ‘hawala’ rates, the 
average spread worked out to around 
Rs 700 (per 10 grams) in the case of gold 
and Rs 2,400 (per kg) in respect of silver. 

Gold and silver are among the very few 
commodities where indigenous production 
is almost negligible and imports arc ban¬ 
ned but still the annual turnover runs into 
hundreds of crore. Domestic production 
of gold is not even two tonnes a year 
whereas the total volume of business put 
through in 1988 has been reckoned at over 
210 tonnes valued at well over Rs 6,800 
crore. The production of silver is esti¬ 
mated around 50-60 tonnes while the 
quantity traded is mentioned around 800 
tonnes valued at over Ri 500 crore. 
Nobody can really vouch for the statistics 
doled out by the spokesmen of the bullion 


trade. But considering that there are about 
3.40 lakh certified glodsmiths under the 
Gold Control Act and an unknown but 
large nun^ber of uncertified goldsmiths 
and artisans all over the country engaged 
in the fabrication of a wide range of or¬ 
naments as also silverwares, the volume 
of business in both the metals must be 
very large indeed. 

Domestic production being almost 
negligible, internal supply consists only 
of the metal made available through the 
recycling of the stocks held in the form 
of primary metal, old ornaments and 
various other articles. The supply from 
this in 1988 was placed at 55-60 tonnes of 
gold and 5{X)-550 tonnes of silver. Varia¬ 
tions in internal supply through recycling 
of the existing stocks are said to be guided 
by the fluctuating fortunes of the rural 
community dependent heavily on agricul¬ 
ture where the unpredictable weather re¬ 
mains the crucial factor. Unquestionably, 
the supply through smuggling constitutes 
an important element in the total availa¬ 
bility of precious metals. 

The high priests of the bullion trade 
contend that since the Gold Control Act, 
aimed at weaning people away from gold, 
has proved to be an utter failure and il¬ 
legal imports of gold on a big scale con¬ 
tinue in any case, the government should 
liberalise import of gold. It is argued that 
since gold has played a vital role in the 
socio-religious life of the people and 
jewellery is a way of saving for common 
people, the ban on import of gold should 
be lifted to meet the genuine needs of a 
custom-bound society with an established 
marriage season. The point has also been 
made that the Gold Control Act should 
be scrapped as it has been responsible for 
clandestine annual outflow of about 
Rs 2,000 crore in foreign exchange for 
funding illegal import of gold and other 
evils like under-invoicing of exports, over¬ 
invoicing of imports and drug traffic. 

All sorts of suggestions—relaxation of 
baggage rules for persons landing at air¬ 
ports from abroad and linking gold with 
remittance of funds by NRls, to mention 
two—have been made to facilitate import 
of gold. What is one to make of the case 
made out by the leading spokesmen for 
the bullion trade when it is common 
knowledge that demand for jewellery 
reflects largely conspicuous consumption 
and a large part of gold/jewellery repre¬ 
sents unaccounted wealth. The chunk of 
household savings which get invested in 
gold could well have been more produc¬ 
tively deployed for the larger benefit of 
society. 

It is one thing to allow import of gold 
freely to promote jewellery exports but it 
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Is very different when imported gold is 
used for socially unproductive investment. 
No matter how strong the demand for 
precious metals, there can be no sound 
reason for spending scarce foreign 
I exchange to meet it. Liberalising imports 
I simply 10 put an end to smuggling makes 
I iiitle sense. A resources-starved economy 
I can ill-afford to allow the community’s 
i savings to be blocked in unproductive in¬ 
vestment in gold or silver. Every possible 
effort should be made to wean people 
away from gold. Smuggling has got to be 
curbed and this should not be all that dif¬ 
ficult as is often made out if only there 
IS the requisite political will to do this. 

Now that the cult of equity has ac¬ 
quired healthy dimensions and studies 
show that investment in equity has been 
more profitable than investment in gold 
since the beginning of the eighties, the 
government should take appropriate steps 
to mobilise massive resources currently 
locked up in gold/jewellery. 

M.^CHINE TOOLS 

Emphasis on 
(Computerisation 

THE seventh exhibition on machine tools 
under the auspices of the Indian Machine 
■|cK)l Manufacturers’ Association (INJTMA) 
wd.s held at the Godrej Industrial Com¬ 
plex, Vikhroli, Bombay from February 2 
to 13. The objective was to provide infor¬ 
mation and hold live demonstrations of 
machine tools, particularly of the relative¬ 
ly modern versions, for the benefit of 
machine tools manufacturers and u.sers. 

The fair this time was a galaxy of 
sophisticated machine tools. IMTEX is 
not for Indian manufacturers alone; there 
was considerable international participa¬ 
tions from the leading machine tools 
manufacturers. The fair is organised on 
the lines of machine tools exhibitions held 
m Europe and the US. Around 840 parti¬ 
cipants including more than 250 overseas 
manufacturers from 22 different foreign 
countries took part in the show with 1,500 
machines including over 200 computerised 
numerically controlled (CNC) machines 
with the total value of the exhibits, being 
nearly Rs 900 million. There were" some 
450 stalls and information booths in the 
exhibition area of about 50.000 sq mtr. 
FRG alone accounted for 82 companies, 
Switzerland for 35 and Japan for 20. 

Simultaneously numerous advanced 
machines syich as computerised machinery 
centres, presses, various computers and 
consoles were on show by the HMT-Praga 
Ltd, Godrej, Kirloskar Electronics, PAL 
(Cooper), Lakshmi Machine Works. In 
many cases these machine tools along 


with the computer systems are partly or 
wholly indigenously assembled/manufac¬ 
tured in India. 

The HMT-Praga stall displayed a flexi¬ 
ble manufacturing system (FMSO 6(X)); 
the Premier Automobile stalls, various 
computerised milling machining centres 
with a gigantic turning centre. Other 
machinery on display were lasers, water 
jet cutting machines EDM, various 
sophisticated measuring and testing 
machinery, polymers products, CAD/ 
CAM, automatic robots, etc. 

The IMTEX catalogue gives an idea of 
the manufacturers and their products, the 
foreign partners and their Indian agents 
and the footprints of the Indian manufac¬ 
turers and their menu list. In comparison 
to the IMTEX 86, there are more stalls, 
participants and exhibits this time. The 
influx of new modern foreign machines 
and the use of computers in almost all the 
stalls are, of course, a new addition this 
time. However, the government agencies 
do not appear to have given sufficient 
attention to their participation—some 
symposiums and meetings were cancelled 
due to non-availability of the officials. 
The CMTl seems to have shifted attention 
from encouraging technology develop¬ 
ment in machine tools in India (as it did 
last year) to focusing on information 
banking and con.suliancy on CAD/CAM, 
instead gf exhibiting their own develop¬ 
ments in these areas. 

Clearly, IMTEX is gaining popularity 
for its stress on live demonstration of 
machinery and dissemination of market 
information, for the forum it provides for 
discussions among the producers and 
users and for its emphasis on inlormation 
through audio-visual demonstrations, 
video-shows and lectures by the manufac¬ 
turers both. Indian and foreign. For the 
last few years it has been drawing around 
1.5 lakh visitors. Hence the long-standing 
demand for a permanent exhibition 
ground for manufacturers in Bombay. 

The seminars and conferences which 
were held in conncctior with the exhi¬ 
bitions were mostly on advanced unman¬ 
ned automatic manufacturing systems 
where precision, accuracy and output rate 
are major issues. P Deodhar, chairman 
Elc gave a number of assurances on easing 
the way out for imports. He also spoke 
aboui the international restrictions on 
getting various modern machines. How¬ 
ever, there was a general consensus regard¬ 
ing the problems of expanding the Indian 
machine tool market. The question of 
how to increase the local demand was, it 
was felt, not only a matter for the survival 
of IMTEX but a crucial problem confron¬ 
ting plant owners and planners as well. 


TWENTY YEARS AGO 

EPW, February 8, 1969 

In an unusually candid interview Avcrell 
Harnman has stated lhat United States and 
Suviel Union have not only been treating the 
Indo-Pakistan sub-continent as an area of con¬ 
verging inicresis but that they have been trying 
to pursue similar objective in Souih-Fjcsl Asia. 
Although there are some signs that China 
would like 10 end this parallelism of Soviet 
American inicresis and Iry lo develop its own 
contacts with Washington (and probably with 
Moscow also aftei the lapse of some more 
time), II is unlikely lhat cither US or Soviet 
Union will seek to improve its relations with 
Peking ai the cost of the stability of their 
mutual rclalioas, which has been achieved after 
years of effort. Both US and Russia realise 
that whatever el.se they may do with their 
foreign policy, they caimot affoid another Cold 
War Neither of the two superpowers can 
regard improvement of relation.s with China 
as a substilute for a minimum degree of co¬ 
operation between them. 

W'here the Chinese seem to he gaming some 
ground at this time is in what they call the 
Inlcrmcdtale Zone. The decision of the Italian 
goveinmcni lo lecogmsc IXeking is one of the 
stiaws in the wind, so is the declared inten- 
iion of Trudeau of Canada lo have diplomatic 
coniacis with Peking at an early date . 
Australia also seems to be veering around lo 
ihc view that an early recogiiiuon of Peking 
IS III Us inicrrsi; at least the W heat Lobby there 
has openly voned us demands. Similarly, 
Prime Minister Sato ol lapan has now made 
what IS regarded as ihc softest slatcmcnt on 
C hina by him. 

All this conliims Mao’s theory that coun¬ 
tries ol Ihe Intermediate Zone will be prepared 
10 develop contacts with China much sooner 
than I inited States; ajso, that in some ways the 
interests of China converge with those of other 
ixnvers ol the middle rank, just as Ihe interests 
ol the superpowers do 

it -k it 

The Labour Minister hardly brought credit 
to the count ry by calling in question the norms 
about trade union rights evolved by Ihe intcr- 
iialional Labour Organisation over the 
years. Besides, il is one Ihmg to plead that 
condmons in developing countries do not per¬ 
mit immediate and lull compliance with ILO 
norms—a plea which in itself questionable- - 
and quite another thing lo denounce Ihe norms 
ihetnseivcs. India has had ihc doubtful distinc¬ 
tion of not ratilying the IlO C onveruion on 
freedom of Association. To raise this default 
to the status of a theory or a philosophy is 
unlikely to brighten the country's image. 
One wonders if the ministers realised fully the 
implications of their c.ill extend trade unionism 
to the agiiculiiiral sector. At least in India, Ihc 
problem is not simply that the landlords are 
impUcably opposed lo any efforts by landless 
labourcis to impros'C their lot, bul that their 
opposition does not recognise the limits 
prescribed by even criminal law. not to speak 
ol labour laws 

Unless goscnimeni has the will, capability 
to guarantee trade union rights in the rural 
sector and protect labour union against 
physical violence by landowners, it is pointless 
to talk of promoting trade unionism in 
agricultural labour 


Economk aiid Political Weekly February 11, 1989 


275 




STATISTICS 


Indm Numben of Wholesale Prices 

(1970-71 = 100) 

All Commodities 
Primary Articles 
Food Articles 
Non-food Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 

Cost of Living Index 


_ Viuiation (per cent) 

Latest Over Over Over 

Weight Week LaM Last March In I 

(21-1-89) Month Year 26, 1988 87-88* * 86 

1000 439.5 1.5 5.4 4.9 10.6 

417 419.6 0.7 7.0 6.8 13.2 

298 423.7 1.5 13.3 11.9 11.0 

106 368.1 -1.7 - 9.2 - 6.4 22.9 

85 690.2 1.6 3.8 3.6 6.4 

499 413.2 1.9 4.6 3.9 9.8 

_ Variation (per cent) 

Latest Over Over Over 

Base Month Last Last March In 1 

Month Ybar 1988 87-88 86 


For Industrial Workers 

For Urban Non-Manual F.mployees 

For Agricultural Labourers 


Money and Banking 


1960 > 100 
1984-85 - 100 
July 60 to 
June 61 100 


Over 

March 

In 

In 

In 

In 

26. 1988 

87-88* * 

86-87 

83-86 

84-83 

4.9 

10.6 

5.3 

5.7 

7.1 

6.8 

13.2 

5.2 

2.0 

4.8 

11.9 

11.0 

6.6 

6.8 

6.4 

- 6.4 

22.9 

6.4 

-10.2 

-2.3 

3.6 

6.4 

6.8 

11.9 

2.6 

3.9 

9.8 

4.9 

7.2 

6.0 

Variation (per cent) 



Over 

March 

In 

In 

In 

In 

1988 

87-88 

86-87 

85-86 

84-85 

10.0 

9.1 

8.8 

6.5 

6.4 

7.0 

9.6 

7.9 

7.9 

8.1 

10.0 

9.8 

4.8 

4.8 

0.2 


Variation i 
Over 


er cent in brackets) 


Unit 

Week 

last 

Last 

March 

In 

In 

In 

In 


(27-1-19*9) 

Month 

Year 

25, 1988 87-88** 86-87 

85-86 

84-85 

Rs crore 

'.26,778 

-166 

26,906 

24,118 

20,870 

21,627 

14,423 

16,058 



(-0.1) 

(16.8) 

(14.8) 

(7.0) 

(18.3) 

(13.9) 

(18.7) 

Rs crore 

99,011 

2,173 

15,046 

14,902 

12,632 

12,822 

6,535 

8,445 

Rs crore 

1,19,926 

852 

16,316 

14,391 

10.079 

10,576 

10,963 

10,809 

Rs crore 

5,114 

-351 

524 

-347 

673 

1,251 

13 

1,419 

Rs crore 

1,38,333 

-1.110 

21,183 

20.739 

14,850 

16,723 

13,160 

11,519 



(-0.8) 

(18.1) 

(17,7) 

(14.5) 

(19.6) 

(18.2) 

(19.0) 

Rs crore 

5,870 

-444 

-615 

-1,268 

-507 

604 

197 

1,319 

Weights 

Latest 









Month 

Averages for* 


V 

'ariation (p 

er cent) 



(August) 



7 n 


In 

In 

In 


1988 

1988-89 

1987-88 1986-87 1985-86 

1984-85 

1983-84 

100.0 

172.7 

173.7 

157.8 

8.9 


8.7 

8.6 

6.7 

39.4 




9.4 


6.8 

11.1 

6.0 

16.4 




18.2 


10.6 

3.0 

11.7 

20.5 




4.3 


7.5 

9.7 

9.8 

23.6 




5.3 


12.5 

7.2 

1.6 

2.6 




19.5 


18.7 

21.6 

16.1 

21.0 




2.6 


11.5 

5.1 

-0.4 


Money Supply (M.) Rs crore t o 5 ^ 77 g —166 26,906 24,118 20,870 21,627 

(-0.1) (16.8) (14.8) (7.0) (18.3) 

Net Bank Credit to Government Sector Rs crore 99,011 2,173 15,046 14,902 12,652 12,822 

Bank Credit to Commercial Sector Rs crore 1,19,926 852 16,516 14,391 10,079 10,576 

Net Foreign Exch Assets of Banking Sector Rs crore 5,114 -551 524 -347 673 1,251 

Deposits of Scheduled Commercial Banks Rs crore 1,38,333 -1,110 21,183 20,759 14,850 16,723 

(-0.8) (18.1) (17,7) (14.5) (19.6) 

Foreign Exchange Assets** Rs crore 5,870 - 444 --615 -1,268 - 507 604 

Index Numbers of Industrial Weights Latest 

Production Month Averages for* __ Variation (p 

(1980-81 = 100) (August) 7n In 

1988 1988-89 1987-88 1986-87 1985-86 

General Index 100.0 172.7 173.7 157.8 8.9 8.7 

Basic Industries 39.4 9.4 6.8 

Capital Goods Industries 16.4 18.2 10.6 

Intermediate Goods Industries 20.5 4.3 7.5 

Consumer Goods Industries 23.6 5.3 12.5 

Durable Goods 2.6 19.5 18.7 

Non-Durable Goods 21.0 2.6 11.5 

Note-. The index numbers of industrial production by UK-based clauirication are not available beyond March 1987 


Foreign Tiradp 


Cumulative for* 


Exports Rs crore 1,467 7,313 6,125 15,719 12,569 10.895 11,744 9,771 

(25.1) (15.4) (-7.2) (20.2) (Il.O) 

Imports Rs crore 2,289 10,797 8,544 22,343 20,201 19,658 17,134 15,831 

(10.6) (2.8) (14.7) (8.2) (10.8) 

Balance of Ttade Rs crore -822 - 3,484 - 2,419 - 6.624 - 7,632 - 8,763 - 5,390 - 6,060 

Employment Exchange Statiatica Unit Latest Cumulative for* 

Month 

(Sep 88) 1988 1987 1987 1986 1985 1984 1983 

Number of Applicants on Live Registers Thousand 30,002 30,002 30,790 30,247 30,131 26,270 24,861 23,034 

(as at end of period) (0.4) (14.7) (6.0) (7.9) (16.6) 

Number of Registrations Thousand 540 4,564 4.567 5,465 5,473 5,824 6,220 6,756 

(-0.2) (-6.0) (-0.2) (-6.0) (-6.4) (-8.0) (15,3) 

Number of Vacancies Nuuricd Thousand 40 422 453 621 616 683 707 827 

(0.8) (-10.0) (0.8) (-10.0) (-3.4) (-15.5) (0.9) 

Number of Placements Thousand 29" 264 344 360 356 388 407 486 

(1.1) (-8.2) (1.1) (-8.2) (-4.7) (-16.3) (2.5) 

Income Unit 1986-87*^ 1985-86** 1984-85 1983-84 1982-83 1981-82 1980-81 1979-80* 

Gross Domestic Product (current prices) Rs crore 2,60,584 2.33,305 1,90,888 1,72,704 1.45,%1 1,30,770 1,22,226 95.358 

Gross Domestic Product (1980-81 prices) Rs crore 1,62,326 1.56,083 61,838 59,541 55,068 53,470 1,22,226 47,191 

Per Capiu Income (1980-81 prices) Rupees 2,975 2,721 1,791 1,781 1,687 1,686 1,627 664 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs, -t Upto latest month for which data are available. 

+ Provisional data. ® At 1970-71 prices. 

Notes: (1) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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COMPANIES 


CEAT TYRES 

Rolling On 

CEAX TYRES OF INDIA’S automotive tyre 
plants operated at full capacity during 
1987-88 and produced 2.6 million numbers 
of tyres, the highest for the tyre industry in 
India. The company has turned out en¬ 
couraging working results with turnover, 
profits and margins higher compared to the 
previous year. While turnover increased to 
Rs 280 crore from Rs 241 crore, gross profit 
expanded to Rs 40.99 crore from Rs 22.99 
crore. Net profit came to Rs 20.07 crore com¬ 
pared to Rs 12.30 crore of 1986-87. The 
directors have .stepped up dividend from 25 
per cent to 27.5 per cent. The prorated 
amount of dividend on 54,38,700 equity 
shares of Rs 10 each, allotted effective 
March I, 1988 in terms of issue of partly 
convertible debentures made during the year, 
would be Re 0.92 per share. The recommen¬ 
dation would require disbursement of a 
higher distribution of Rs 306 lakh as com¬ 
pared to Rs 233 lakh for the preceding year. 
Even so, distribution was covered 6.56 times 
by earnings as against 5.28 times previously. 
The directors say that the industry continued 
to be affected by the increasing prices and 
inadequate supply of raw materials such as 
nylon fabric, synthetic rubbers, rubber 
chemicals, etc. 

There has been an overall growth in the 
vehicle industry, particularly in light com¬ 


mercial vehicle, car and two-w heeler sectors. 
With newer vehicle technology being in¬ 
ducted, the demand for high-performance 
tyres has gained momentum. The company 
has geared itself to meet this demand and 
its Formula-I radial tyres for cars have met 
with an excellent consumer response. Plans 
are being finalised to manufacture steel- 
belted radials for cars and light trucks. The 
ongoing modernisation programme at its 
Bombay plant and the expansion at its Nasik 
plant with the latest sophisticated equipment 
will ensure the customers of a quality 
product. 

Exports of tyres maintained their rising 
trend and have reached Rs 12.90 crore. The 
newly developed grader ana truck trailer 
tyres nave been valuable additions to existing 
prestigious range of products which have 
helped in making further inroads into the 
highly quality-conscious markets of the US 
and West (iermany. LT'C.'OM ( ables, pro¬ 
moted by the company which commenced 
commercial production in March 1987, 
recorded a profit of Rs 1.37 crore before 
depreciation in its very first year of opera¬ 
tions which ended on December 31,1987 on 
a sales turnover of Rs 11.50 crore In its cur¬ 
rent full year of operation, its sales are 
expected to cross Rs 35 crore. 

The glass fibre division improved upon its 
performance by registering 15 per cent in¬ 
crease in Its sales. Despite powercuts, pro¬ 
duction was also higher. Cost efficiency 


TTie Week's Companies (Ks Lakh) 



Ccat IV'cs 

Ci reaves Coilon 

TC'I 


laiest Year 

Last Year 

lurtckl Year 

Year 

lateM Year 

Last Year 


30.6-8S 

30 6-87 

30-6-88 

306-87 

30 6-88 

30-6-87 

Paid-up Capital 

1476 

632 

702 

702 

508 

508 

Reserves 

Hlbl 

6595 

2236 

1842 

.3011 

2957 

Borrowings 

5444 

38% 

2775 

2418 

1766 

2017 

of which Term Borrowings 

31% 

2045 

391 

502 

845 

1076 

Gross, fixed assets 

7943 

7563 

1715 

1495 

6297 

6264 

Net fixed assets 

6845 

6814 

773 

723 

4342 

4630 

Investments 

1809 

156 

428 

436 

45 

44 

Current liabilities 

8194 

5985 

3774 

2438 

1353 

807 

Current assets 

I44I7 

10751 

8275 

6227 

2251 

1616 

Stocks 

2701 

2497 

2897 

2339 

552 

575 

Book debts 

4603 

3367 

2675 

1710 

785 

164 

Net sales 

28028 

24060 

16098 

13731 

11200 

9705 

Other income 

825 

413 

287 

294 

104 

70 

Raw material costs 

mi<i 

14952 

12107 

10036 

8228 

7388 

Wages 

2362 

1982 

1189 

1047 

945 

733 

Interest 

1060 

889 

365 

407 

327 

285 

Gross profit (+ )/Ioss (-) 

4099 

2899 

1031 

914 

667 

299 

Depreciation provision 

559 

729 

203 

155 

380 

190 

Ikx Provision 

1533 

940 

270 

190 

145 

15 

Net profit (-!■ )/loss(-) 

2007 

12.30 

558 

569 

142 

94 

Investment allowance reserve 

— 

— 

— 

— 

1 

36 

Transfer to reserves 

1701 

997 

406 

431 

80 

58 

Dividend 







Amount P 

— 

— 

7 

7 

— 

— 

E 

306 

233 

145 

131 

61 

— 

Rate (per cent) P 

— 

— 

IS 

15 

— 

— 

E 

27,50 

25 

22 

20 

12 


Cover (times) 

6.56 

5.28 

3.80 

4.29 

2.33 

— 

Ratios (per cent) 







Gross profit/sales 

14.62 

12.05 

6.40 

6.66 

5.86 

3.08 

Net profit/capital employed 

27.39 

28.80 

19.02 

22.36 

7.61 

5.48 

Inventoriea/sales 

9.63 

10.37 

17.99 

17.05 

4.92 

5.92 

VA«es/sales 

8.42 

8.24 

7.38 

7.63 

8.43 

7.55 


measures greatly contributed to the profita¬ 
bility of the division. With more applica¬ 
tions for the use of glass fibre, the market 
is expected to grow by 15 per cent to 18 per 
cent during the next few years. 

GREAVES COTTON 

Poor Demand 

GREAVES COTTON AND COMPANY 
has announced nut only a one-for-two bonus 
issue of equity shares but also raised divi¬ 
dend for 1987-88 by two points to 22 per 
cent. The company has earned a gross profit 
of Rs 10.31 crore on a turnover of Rs 160.98 
crore against a gross profit of Rs 9.14 crore 
on a turnover of Rs 137.31 crore ih the 
previous year. These figures show a small 
decline in profit margins. With the necessary 
provisions tak ing away more, net profit has 
turned out to be slightly lower at Rs 5.58 
crore (Rs 5.69 crore). The enhanced distribu¬ 
tion is covered 6.40 times by earnings as 
against 6.66 times previously. Among the 
company’s own manufacturing divisions, the 
performance of the small engine unit at 
Aurangabad has been encouraging and has 
made a significant contribution to both 
turnover and profits of the company. This 
trend of improved performance is expected 
to continue during the current year. The 
Nasik plant has also made satisfactory con¬ 
tribution to the company’s turnover and pro¬ 
fits. However, in the current year, the unit 
is facing insufficiency of orders from oilfield, 
raining and water well sectors. The installa¬ 
tion of plant and machinery for the first 
phase of the project to manufacture sealed 
bearing bits has been completed. Orders are 
awaited from ONGC to fully utilise the in¬ 
vestments made in this plant. The poor per¬ 
formance of Moral plant manufacturing dia¬ 
mond drills, bits and tools has been causing 
concern to the management. ’ 

Concrete steps are now being considered 
to stop the drain of company’s resources. For 
future growth and diversification, the 
management is actively pursuing new pro¬ 
jects in emerging high technology growth 
areas such as industrial materials, portable 
diesel engines/gensets, etc. Considering the 
level of backlog of orders and the expected 
general improvement in the economy, the 
directors are of the view that, barring un- 
fore.seen circumstances, the current year 
results which would for a period of nine 
months, show proportionate improved per¬ 
formance. Among the associated companies, 
Crompton Greaves performed well as a 
result of continued stress on quality and im¬ 
proving productivity coupled with vigilance 
in controlling costs. Ruston and Hornsby 
(India) achieved a small improvement in its 
working. With the satisfactory order book, 
the directors are hopeful that the current 
year’s operations, which will be of ten- 
month period will show further propor¬ 
tionate improvement in the turnover and 
profitability. Greaves Foseco was able to in¬ 
crease its turnover but its profit before tax 
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was lower than in the previous year due to 
escalation in costs of labour and material. 

TCI 

Wheels on Rent 

TRANSPORT CORPORATION OF INDIA 
has fared very well during 1988 and is back 
on the dividend list, after absence of a year, 
with a 10 per cent distribution. Gross pro¬ 
fit has expanded from previous year’s 
Rs 2.99 croie to Rs 6.67 crore while turnover 
has increased from Rs 97.05 crore to Rs 112 
crore. These figures show a fair widening of 
profit margins. Although necessary provi¬ 
sions have taken away more, net profit is 
higher at Rs 142 lakh (Rs 94 lakh) providing 
a 2.33 times cover to the recommended divi¬ 
dend. The transport division showed ex¬ 
cellent performance in spite of unprece¬ 
dented drought in major parts of the coun¬ 
try. The shipping division too performed 
very well. Pmluction and sales of Bhoruka 
Ibctiles were higher than the previous year, 
but profitability was affected due to power 
cut in Karnataka and high cost of captive 
energy used in the unit. The performance of 
Bangalore Wire Rod Mill also continued to 
be affected due to power cut averaging at 55 
per cent and non-availability of sufficient 
quantity of billets for rolling. There was no 
productive activity at Mukesh TJrxtile Mills 
during this year also. 

In view of very good monsoon, the direc¬ 
tors view the prospects for the current year 
as encouraging. In order to diversify its 
activities, the company has entered into a 
licence agreement with Hertz International, 
USA, the largest rent-a-car company in the 
world. Necessary approvals from the govern¬ 
ment of India for the collaboration with 
Hertz have already been obtained. A sepa¬ 
rate division named ‘Wheels Rent-A-Car’ has 
been formed for this purpose. This service 
is expected to commence in seven cities, with 
a sizeable fleet of cars. The necessary funds 
required to finance the cost of the project 
are being arranged. 

KANTHAL BIMETALS 

New Plant 

KANTHAL BIMETALS INDIA’S thermo- 
bimetal plant at Hosur was inaugurated on 
January 24,1989. by Carl-Erik Ridderstrale, 
president, KANTHAL, Sweden, wholly 
owned subsidiary of KANTHAL HOGANAS 
of Sweden. The company has put up 
facilities for manufacturing 100 tonnes per 
annum of thermo bimetal strips under 
technical know-how from KANTHAL 
which is the world leader of thermo bimetid 
technology and has also participated in the 
company's equity up to 39.5 per cent. The 
company’s project at a cost of Rs 270 lakh 
was commissioned as per schedule without 
any cost overrun as targeted in its prospec¬ 
tus. The thermo bimetal strips have wide ap¬ 
plication in electrical industry, viz, in in¬ 
dustrial and domestic appliances, electrical 
switchgears, starters, thermostates, etc. 


IN THE CAPITAL MARKET 


Gujarat-Vita Pharma 

GUJARAT-VITA PHARMA is entering the 
capital market on Rdmiary 14,-with an issue 
of II lakh shares of Rs 10 each at par, 
amounting to Rs 1.1 crore. The company 
which is in the business of manufacturing 
bulk drugs, pharmaceuticals and injectibles, 
etc, is promoted by Oujarat Ambuja Pro¬ 
teins and Vita Pharma Products, both 
dividend-paying companies. The plant is 
located at Kadi in Mehsana district, a 
backward am near Ahmedabad. Commer¬ 
cial production is expected to commence in 
the second quarter of 1989. Already sales 
amounting to Rs 4 crore have been tied up 
with Meher Pharma India. The company 
has ambitious plans to achieve earnings per 
share of Rs 2, Rs 6 and Rs 9 by 1990, 1991 
and 1992 respectively. The issue is listed 
in Bombay, Delhi and Ahmedabad stock 
exchanges. 


Elgi Finance 

ELGl FINANCE is making a public issue 
of 6,48,000 equity shares of Rs 10 each at 
par. The issue is opening on February 22. 
Elgi Finance has been promoted by the Elgi 
Group whose other companies include Elgi 
Equipments, Elgi lyres and Head and Elgi 
Polytcx. Elgi has been a pioneer in 
manufacturing air compressors for over 25 
years. Its Rolon Chain factory, started in 
1960 with West German collaboration, has 
grown to become the largest manufacturer 
of chains in India and exports its products 
to the advanced countries. The operations 
of Elgi Finance have been profitable from 
the very first year and the company has 
registered impressive growth during the past 
five years. The book value of the shares 
(face value Rs 10) as on August 31,1988 was 
Rs 52.78. A dividend of 20 per cent has 
been paid consistently for the past three 
years. 


Unitech 

UNITECH, a profit-making, dividend¬ 
paying company in the area of contracting, 
construction and real estate development 
business is re-entering the capital market 
with a public issue of 10,57,000 equity 
shares of Rs 10 each for cash at a premium 
of Rs 8 per share on February 20. The com¬ 
pany’s main area of operation is dvil con¬ 
struction. In early 1988 the company diver¬ 
sified its operations into real estate business 
by developing residential and commercial 
complexes in Agra, Bangalore, Delhi, 
Indore and New Bombay. Unitech also has 
overseas construction assignments in Libya 
and Saudi Arabia. With Rs 300 crore worth 
pending orders, the company is diversifying 
into the hotel industry, for which Agra has 
been chosen as the site. Discussions regar¬ 


ding other sites and foreign collaboration 
are on. The company’s past performance 
after becoming public is commendable. For 
the period ending June 1988, the gross pro¬ 
fit margin is around 13.5 per cent which is 
higher than the industrial average of 10.5 
as well as the company’s own figure for 
1987. Earning per share has been con¬ 
tinuously rising and is at present around 
Rs 5. The dividend is 20 per cent, implying 
a good dividend pay-out ratio of 40 per 
cent. The directors have projected a turn¬ 
over of Rs 52 crore for the 15-month period 
ending March 1989, with a net profit of 
Rs 4.95 crore. On the enhanced capital of 
Rs 4.05 crore (after the public issue), this 
is equivalent to an earning per share of 
Rs 7. So, even if the earnings are capitalised 
at the current rate of six times, the price will 
be around Rs 40 in the near future. Further 
rise in the share price will depend mainly 
on the results of the current diversification 
into the hotel industry, which seems some¬ 
what off-tracki from the company’s main 
business. The company’s shares which were 
quoted as low as Rs II in 1988, saw a 
substantial nse to a high of Rs 30. The cur¬ 
rent price IS very close to the book value. 
With the issue price at around two-thirds 
of the market price, the issue promises good 
returns to long-term investors, provided the 
diversification into hotel business yields 
good results. 

Mewar Marbles 

MEWAR MARBLES is the first unit in the 
organised sector to manufacture marbles by 
using mechamsed mining methods. The re¬ 
cent boom in the construction industry has 
led to a spurt in demand for ceramic, granite 
and marble products. Hitherto confined to 
unorganiaed sector, the supply of marbles 
was limited. Import of Italian marbles has 
bM3l banned. Tb meet the growing demand, 
Sandip Agarwalla, belonging to a well 
known family in the mining business, has 
promoted Mewar Marbles with a 10 per cent 
equity participation by the Rajasthan State 
Mining Development Corporation. The 
company is entering the capital market with 
an issue of 8.58 lakh equity shares of Rs 10 
each at par on FHnuary 15. The company 
has acquired mining rights in Udaipur. The 
reserves are expected to provide a perennial 
source of raw material supply. The plant 
and machinery ore provided the Italian 
firm, Pellegrini Meccanica. It is expected to 
commence commercial production in April. 
Already semi-mechamsed mining has 
started. In its first full year of operation, 
the turnover and gross profits are expected 
to be Rs 3.6 crore and Rs 67 lakh, respec¬ 
tively. With a high gross profit margin and 
low break-even point, as claimed by the 
company, it should be possible for the com¬ 
pany to be in the dividend list in the first 
year itself. The issue is eligible for 80 CC 
and wealth tax benefits. 
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FROM THE IVORY TOWER 


Productivity and Efficiency 

Myth and the Reality 

Arun Ghosh 

The latest generation capital equipment and technology are not 
necessarily optimal for Indian conditions; what is important is the 
absorption of technology, the proper utilisation of the capital 
equipment. 


FOR quite some time, the major concern in 
oll'icial circles has been with the raising of 
productivity and efficiency of Indian in¬ 
dustry. Efficiency, of course, is highly 
desirable; in tact, the desire for ‘excellence’ 
in whatever one docs, has sadly been lacking 
ol late; the tendency today is to neatly 
package shoddy stufl. and that goes for all 
products and services. But that is not what 
we are discussing, we are seeking the roots 
of industrial productivity and indusirial 
efficiency, for after all, the phenomenal pto- 
gress of mankind—at least in the maitei of 
material production over the past forty years 
or so, I e, since the second world wai—has 
been based eniirely on incieased labour pro¬ 
ductivity through the application of science 
and technology to Ihe lecliniques of 
production 

It IS, therefore, understandable that a 
inajoi concern of the policy-maker today is 
with technological tiansformation of the 
production process; and it is this concern 
which has led to the present thrust for the 
liberalisation ot technology and capital 
goods import. Obviously, there can be no 
dispute over the importance of technology 
in bringing about improvements m industrial 
productivity. But, in this connection, we need 
to remember two important points. First, we 
should be in a position to use better 
technology, and that implies a whole set of 
pre-conditions to which we need to give 
attention. Secondly, there are many factors 
other than technology which arc equally (if 
nut more) important in raising industrial 
produaivity, and a neglect of these factors— 
which has unfortunately been in evidence in 
India for .some time—can lead to a complete 
negation of any possible gains in producti¬ 
vity arising from the introduction of better 
technology or the latest generation capital 
goods. 

Let us first examine the issue of capacity 
to make optimum use of improved techno¬ 
logy. This, in itself, has several facets. At the 
root of the capacity to make use of techno¬ 
logy lies education and training, the forma¬ 
tion of basic skills that would make it pos¬ 
sible for the users of equipment and new 
technology to comprehend what they are re¬ 
quired to do. Not only that, the introduction 
of new technology has to be accompanied 
by research and development (R and D) 


effort necessary for the absorption and 
adaptation of technology, and indeed its 
further advancemenl. 

This, iinforlimately, has never been pur¬ 
sued systematically; private business, enjoy¬ 
ing protection (lom impoil competition, has 
never considered it neiessary to invest in 
K iiiid D, making use ol imptuted icclino- 
logy (and eqiiipmeni) to make a killing in 
the domestic market Nor has the govern¬ 
ment ever imposed stringent conditions for 
technology import, by way of investment in 
R and D, such as effectively done in South 
Korea tot instance. So, two basic pre¬ 
conditions for the growth of industrial pro¬ 
ductivity have been lacking; the govern¬ 
ment's industrialisation policy took a 180 
degree turn alter the mid-sixties so that the 
opportunity for the development ot an 
industrial tempo was missed; and the policy 
on technology import relied on pet iodic 
import of technology without a thrust for 
the absorption and development of techno¬ 
logy within the country, thereby resulting in 
ensuring only sustained profits for the 
importer of technology without any notice¬ 
able improvement in total factor productivity 
(implying totality of output from the 
application of both labour and capital). 

This is not all. The capacity to optimise 
technology use is reflected also in the 
mindless application of the latest technology 
where, for good reason, utilisation of plant 
capacity is not achieved. The example of the 
fertiliser industry is a case in point where 
we have, over the last two decades, gone in 
for continual updating of technology and 
upscaling of production capacity in the 
name ot economies of scale. Several impor¬ 
tant desiderata are forgotten in the process. 
Proper utilisation ot plant capacity is a func- 
t on of the degree of mastery over the intri¬ 
cacies of plant operation, good plant 
maintenance, and proper co-ordination bet¬ 
ween diverse manufacturing processes (or 
‘shops’) within the plant, all dependent on 
good management. What is often forgotten 
is that apart from the technological scale 
economies, there are ecohomies ot scale in 
regard to management; and as a result of the 
glib sales talk oV foreign experts and equip¬ 
ment (and technology) suppliers and the 
naive gullibility of our policy-makers, we 
have forgotten that the process of in¬ 


dustrialisation involves the transformation 
ol a whole culture of a people, that we need 
to change the very ethos of an entire 
populace, and that the setting up of a few 
enclaves of modern industry cannot help to 
improve overall productivity and efficiency 
of industry. 

Indeed, scale economies crucially depend 
on the infrasttuclurc, a point which is fre¬ 
quently not realised. A couple ot examples 
ate in order here The Bhilai Steel Plant (ex¬ 
pansion to 4 million tonnes capacity) en¬ 
visaged the continuous casting of heavy 
plaie.s, but the plant design provided for the 
production of plates of a size which could 
not be handled by our railway system, so 
that now the plate needs to be flame-cut 
before transportation. Many of our million 
kilowatt power stations do not have the 
powei transmission system capable of handl¬ 
ing and distributing the power that can be 
generated. In fact, the transportation and 
distribution system sets clcai limits to scale 
economics in the matter of production. 

There is also in evidence today the spec¬ 
tacle of continuing import of technology to 
modernise’ the production structure, 
simultaneously with total neglect of the 
maintenance of existing assets. Indeed, the 
very approach to the five-year plans aggra¬ 
vates this problem. Quite obviously, the 
setting up of new projects provides for 
political mileage; the maintenance of 
existing assets is a humdrum, routine affair 
lot which no leader can claim credit. And 
the Planning Commission approach—to 
treat the depreciation provision (of public 
sector corporations) as part of the plan 
resources- has had the result of diverting 
funds from maintenance of existing assets 
to the cieation of new ones. In this back¬ 
ground, the present thrust for ‘modernisa¬ 
tion’ has led to indiscriminate import of new 
technology and latest generation capital 
goods, even as we have neglected routine 
maintenance of our cxi.sting capital struc¬ 
ture. Indeed, we let our plant and equipment 
crumble, and then go in for massive moder¬ 
nisation expenditure, pace the examples of 
the Indian Iron and Steel Company and the 
Diirgapur Steel Plant. 

labour participation and labour skills are 
important factors in industrial productivity, 
and this point needs some elaboration 
because we hear a constant refrain from our 
industrial magnates in regard to wage 
increase.s being calibrated to increases in 
productivity. Again, there are several aspects 
to this problem. Certainly, labour participa¬ 
tion IS an important element in productivity, 
but there arc many other factors which 
heavily influence labour productivity 
wherein the responsibility is entirely that of 
management. Plant layout, ventilation, 
lighting, general cleanliness and the overall 
atmosphere and environment are all the 
responsibility ot plant management, and 
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MAINTAINS ALL-ROUND GROWTH 

Gross Income up by 33% • Operating Profit rises by 28% . Enlianced Dividend at 20% 



Excerpts from the Statement of the 
Chairman. Mr. P.D. Kothxri at the 
Fifth Annual General Meeting held 
on 31^1 January. 1989 at Madras. 


CHAIRMAN'S STATEMENT 

It is my pleasure to welcome the 
Members to the Fifth Annual (ieneral 
Meeting of your Company 

ECONOMIC TRENDS 1987-88 

The country experienced poor rain- 
fitll for the 4th year in succession. 
But a well-managed economy 
withstood the onslaught of droughts 
Even registered a modest rise in real 
national income Helped by buffer- 
stock of cereals, creditable perfor¬ 
mance in the services and export sec¬ 
tors and a 7% industrial growth. 
Corporate and household savings 
materialised as envisaged in 7th Plan. 
Interestingly, the proportion of 
financial savings in the total savings 
of the household sector is on the in¬ 
crease Augurs well for the develop¬ 
ment ol financial institutions which 


act as catalytic agents for industrial 
development which would, in turn, 
help the growth of hire purchase, 
leasing and finance companies. With 
good monsoon this year. Govern¬ 
ment's further liberalisation 
measures, fiscal incentives to savers 
and investors, one cap safely hope 
that the economy will be on its 
growth path again 

HIRE PURCHASE. 8 1.EA.SING 
INDUSTRY 

The Industry is in a significant phase 
of Its development Intense competi 
non has led to diversification—inti 
production, trading and property 
development. Well-run Hire Pur- 
cha.se and Lea.sing Companies have 
shown much resilience and pla> 
their destined role despite 
constraints-*lack of uniform sales 
tax legislations, minimum corporate 
tax on book profits, limitations on 
bank borrowings etc. It is gratifying, 
however, that the (iovernment and 
concerned national institutions i e , 
National Institute of Public Finance 
& Policies, Reserve Bank etc. are seiz¬ 
ed of these problems respectively 
and solutions are being worked out 
The Hire Purclia.se and Leasing in¬ 
dustry in India has come of age and 
contributes substantially to the coun¬ 
try's capital formation. With Cwovem- 
ment and Reserve Bank helping, it 
looks confidently to a quantum leap 
in business And also to play an im¬ 
portant role in the country's in¬ 
dustrial development 

COMPANY’S PERFORMANCE 

Compared to last year. Gro.ss income 
of your Company in 1987-88 was up 
by 33% at Rs. 140.32 lacs, Operating 


Profits grew by with gross 

hire purchase, lea.sed assets and in¬ 
vestments reaching Rs.'^SS lacs at 
the end of the year Net profit was 
Rs. 3S 10 lacs, after providing for 
depreciation, interest and minimum 
tax on book profits An enhant-ed 
dividend of 20% has been recom¬ 
mended by your Directors lor the 
year 

During the current year, your com¬ 
pany proposes to extend substantial¬ 
ly, hire pure ha.se finance for con¬ 
sumer durables for which ii is well 
equipped .Some leading banks have 
been approached for finance 
Likewise, resources are to be 
augnienied by rendering personalis¬ 
ed investor services, opening up- 
country branches and availing addi¬ 
tional credits from financial institu¬ 
tions. With the view to generating 
more income, we have obtained the 
necessary approval, for taking up 
share registry, merchant banking and 
allied activities 

CONCLU.SION 

On behalf of the Board of Directors 
and -on my own. 1 thank our 
Shareholders, Depositors, Bankets, 
Clients, Exccutis’cs and Staff for their 
unstinted support and co-operation 

PRADIP D KOTHARI 
CHAIRMAN 

MADRAS 

31.01.1989 


NOTE: 

This does not purport to he the 
proceedings of the Fifth Annual General 
Meeting 
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these can make enormous difference to 
labour efficiency and productivity. In a 
study of the Indian textile industry, a study 
team of the World Bank found conditions 
reminiscent of 19th century England, and 
the comment was that modernisation of the 
textile industry was pointless m the presail- 
ing atmosphere and work conditions (There 
are, of course, mans deeper and more 
abiding considerations militating against the 
blind adoption of the latest technology in 
the matter of textiles production in India, 
but these need not detain us here 1 he woi k 
ensironment is an important tactoi in 
increasing the efliciency and productiuiy ol 
labour. 

All this IS old hat, and well known But 
these points bear repetition because, the 
prevailing atmosphere today seems to point 
to Indian labour as being at lault rather than 
the management, for explaining the slow 
growth of productivity in Indian industry 

What follows? It IS that in the mattci ol 
productivity of industry, there arc seveial 
factors; capital equipment, technology, 
labour participation and the management 
of the people and materials available. The 
latest generation capital eqiiipmcnl and 
technology are not necessarily opomal (or 
Indian conditicms; what is imporlani is the 
absorption of technology, the proper utilisa¬ 
tion ol the capital equipment hoi this, we 
need to develop the capacuv lo me the 
equipment and the technology. Even labour 
participation requires good management In 
other words, it is the optimisation ol plant 
management as well us overall management 
ol the economy which can bring about a sig¬ 
nificant improvement in indu.strial producti 
viiy Merc liberalisation of the import of 
plant and of technology arc not enough, in¬ 
deed. such a policy can be counterproductive. 

Why am I repeating some well known and 
universally accepted points? After all, little 
if any of what has been stated above would 
be disputed by any one But that is where 
the problem arises. No one would dispute 
the points made above; and yet. no one 
would pay the least attention to the major 
need of the day, the creation of a proper 
environment while formulating otficial 
policy, and the introduction of good 
management for the conduct of private 
business. We have endless seminars on pro¬ 
ductivity, with experts pontificating on the 
issues; we have many volumes on total factor 
productivity stagnation in India, with no 
attempt at diagnosing the reasons, and 
sometimes with focus on wrong rea|bns. We 
have an industrial policy which keeps swing¬ 
ing from one extreme to the other, from total 
protection to total liberalisation of import 
(currently restricted to technology import), 
without considering the pre-conditions to 
the development of industry by way of skills, 
of infrastruaure, of an industrial tempo and 
an ‘industrial culture*, and most importantly, 
of an environment suitable for industrial 
growth. 


This last point needs some elaboration 
because the recent USSR drive for ‘peres¬ 
troika’ seems to have propelled many 
economic thinkers in India-—even those who 
should know better—towards a policy ot 
/iiiaez-fairc Eirst, there is really no parallel 
between the USSR and India except that 
perhaps the role ol the bureaucracy needs 
lo be curtailed in both countries. Secondly, 
the cx.imples of .lapan and South Korea 
should demonstrate to us the need (and the 
.idvantagcs) of purposive intervention by the 
stale. Even as we may need, in our present 
stage ol development, a thrust towards the 
.Schumpeterian consliucl of innovation and 
of enterprise, we need lo take .steps to 
siimulalc these domestically This is not lo 
say that we ought lo hang on to outmoded 
technology, in tael, out use of materials and 
o! energy is excessive in almost all sectors 
(and industries) when compared with inter¬ 
national standards. But we cannot achieve 
the desired end-result merely by indiscrimi¬ 
nate import of technology The sight we need 
to set ourselves is scll-icliance (not for the 
production ol all goods required by us but 
in tei Ills ol our overall balance of payments) 
whiih would require us to he: (a) selective 
m the mailer of import, and (b) conscious 
of the need to absorb, adapt and develop im¬ 
ported technology. At the .same time, the 
eii\ itonnicnt we need is one ot confidence, 
ot liaimony, of the pursuit ol national goals 


and the national interest over the private gain 
of a few. 

In other words, the environment necessary 
for the sustained growth of industry—in 
fact, for the sustained growth of the 
economy—is one of political Harmon}’, of 
a general consensus (which we had until 
around the mid-sixties) which would impel 
different economic agents lo work together. 
We need an atmosphere free fiom the suspi¬ 
cion of rampant corruption, we need a 
milieu in which some sections of society do 
not feel totally deprived. We need, as one 
of many basic conditions, a respite from 
inflation. 

Economic, social and industiial policies 
are interrelated; we cannot hope to achieve 
growth of industrial productivity in an 
atmosphere of economic uncertainty, of 
political unrest. It is only in an atmosphere 
of general harmony and tranquillity that any 
policy of positive intervention (in regard to 
industrial growth) by the government can be 
successful. It is in this sense that economics 
today takes a back scat in India; a political 
solution of the sense of deprivation of large 
sections of the population is necessary. The 
economic solution would perhaps follow 
automatically, for there arc enough indica¬ 
tions of the existence of innovative enterprise 
in the country. The seed is there; alas, the 
soil does not seem to have been adequately 
prepared. 


Just Released 


Important Titles in International Studies 

Soviet Policy Towards Arab Israeli Conflict 1948-1988 
M. Mahmood 

An indepth and lucid study of Soviet foreign policy towards Arab-Isracii 
conflict since the inception of Israel as an independent Jewish state in 
1948 to present day. Major crises in the cxplosivercgion of Wc.st Asia viz 
Suez crisis 1956, Arab-lsraeli wars 1967 and 1973 have been critically 
examined in the context of major powers rivalry in the region. 

180 pp 23 cm cloth Rs. 150 

Dimensions of Peace and Non-violence : 

The Gandhian Perspective 
Or. Anima Bose 

Peace is the greatest desideratum of Ihc suffering humanity today. In the 
present book its Gandhian author has focussed on the ever increasing 
relevance of the Gandhian Concepts of Peace and Non-Violence with a 
deep understanding of Indian ethos, human dilemmas and social dynam¬ 
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CAPITALSCOPE 


Decline and Fall? 

Bhabani Sen Gupta 


The bleeding wound inflicted on the body of the Congress(l) by 
its rout in Thmil Nadu will not heal in the months between now 
and Che Lok Sabha poll. An increasingly ugly struggle for power 
will rage at the state level which will be most intense in the Hindi 
belt. The struggle has already begun in Bihar. 


IT wasn’t the brightest Republic Day for 
Rajiv Gandhi. He had to bear the brunt 
of three defeats in a row. And yet how 
grandly did he go through all the chores 
of the prime minister of an important 
country. He conferred with the visiting 
dignitaries from Vietnam, treated them to 
a state banquet, and, with a beaming face, 
received the president at Vi jay Chowk on 
January 26, television cameras carrying 
his ‘happy’ visage to countless millions all 
over the land. And he got down to work 
for the coming visit of the president of 
France. 

The defeats gnawed at him, howevei. 
Whatever AlCC apologists might .say, the 
Ikmil Nadu election was a personal defeat 
for Rajiv Gandhi. He had made it his elec¬ 
tion. He visited Tkmil Nadu a doi'en 
times, addressed large crowds in every 
constituency, and projected his leadership 
to the Ikmil Nadu voters as a sunshine 
alternative to their, according to him, 20 
years of misfortune under Dravida rule. 
The poll verdict was a rout of his party 
in a state where it had ceased to count foi 
two decades as a political heavyweight. 

It was not only the entire south lost to 
the Congrcss(l) Party after the Tamil 
Nadu verdict. Its impact visited the north 
immediately. The satraps rose in rebellion 
in Bihar as well as Madhya Pradesh. They 
would not have his nominees as chief 
minister. The majority of the Bihar Con 
gress(l) MLAs served him notice; he must 
remove Bhagwai Jha Azad, or they would 
throw him out themselves. Five of the 
‘central leadership’s’ (a euphemism the 
press has discovered for Rajiv Gandhi, 
another being ‘the high command', both 
meaning only him) emissaries could not 
bring the rebel MLAs under control. One 
of them was almost beaten up. Finally, the 
Central leadership’ or the ‘high command’ 
surrendered. 

So it was in Madhya Pradesh. Chief 
minister Arjun Singh was reluctant to 
resign because the MP High Court had 
censored him for his role in the Cliurhat 
lottery which was tun by his ‘relatives’, 
meaning his son. (Rising Sons have 
become the curse of Falling Fathers in 


Indian politics; watch out for more of the 
same!) The ‘high command’ said he must, 
and, like the true and faithful follower, he 
is, he did. But he demanded a price. It had 
to be his nominee on the gadi in Bhopal. 
The ‘central leadership’ chose an ex¬ 
maharaja, Madhvrao Scindia. Bhopal 
turned into a battlefront, each com¬ 
mander mobilising his force.s. The in¬ 
evitable mediators despatched from Delhi 
went through the now very familiar, total¬ 
ly boring, process of hauling out a ‘con¬ 
sensus’ where none indeed existed. It had 
worked in the past because the main 
technology of ‘consensus’ was threat. But 
the situation by January-end of 1989 was 
different. The ‘central leadership’ was in 
decline. The ‘high command’ had ceased 
to be that high. Arjun Singh, the loyal 
satrap, held his cohorts, who commanded 
a majority in the legislative as,sembly. First 
he put up a protege, Digvijay Singh, as his 
substitute. That was too bitter a pill for 
the ‘central leadership’ to swallow. Arjun 
Singh then came up with his second 
choice, Motilal Vora whom he had himself 
replaced in Bhopal just eleven months 
before. This time Arjun Singh won. 
Motilal Vora was sworn in as chief minister 
in a public ceremony on January 25, at 
which Arjun Singh was the uncrowned 
king. Madhavro Scindia too was present, 
looking definitely crestfallen. 

The crisis, however, is not just Rajiv 
Gandhi’s. If it were just that, it would not 
have mattered much. The crisis is India's 
too. It heralds evil times for Indian 
democracy. 

We are at a most vicious time in our 
political life, this crucial year of election 
to the 8th Lok Sabha. Rajiv Gandhi’s 
political leadership is crumbling, but in 
the ruling party there is absolutely no one 
who can replace him and keep the party 
together. The dwarfed leaders of the party 
are, therefore, treating the country to a 
melancholy anti-play; they are rebelling 
against Rajiv Gandhi’s leadership while at 
the same time swearing their loyalty to 
Rajiv Gandhi. The opposition parties sec 
before them the tantalising threshold of 
power at the centre—if—a very big if— 


they can present to the voter the Hrm 
image of a viable alternative. No one can 
be certain at the beginning of 1989 that 
the opposition parties will be able to do 
this at the end of the year. Not only are 
there too many squabbles in the opposi¬ 
tion camp, the Congress(I), with its enor¬ 
mous resource bank, will do everything 
possible to fan intra-opposition dif¬ 
ferences. There will be no dearth of 
Subramaniam Swamis to deliver unkind 
cuts to opposition leaders. 

The Congress rout in Tkmil Nadu com¬ 
pounded the ruling party’s crises in Bihar 
and Madhya Pradesh. The party was in 
a state of civil war in Bihar in the last week 
of January. As many as five central 
ministers rushed to Patna to restore some 
kind of discipline. The rebels are deter¬ 
mined to see Bhagwat Jha Azad out, and 
were in no mood to be pacified by any¬ 
thing else. The governor had resigned sup¬ 
posedly because of his differences with the 
chief minister. The speaker had refused to 
resign in favour of the deputy speaker who 
belonged to t he opposition Lok Dal and 
still had the chief minister’s support! The 
speaker’s office had been locked by the 
police; the deputy speaker had declared 
himself to be the speaker. .. 

All this could he dismissed as a third 
rate political farce if it did not signal an 
evil time for our parliamentary politics. 
Bihar shall know no peace in the coming 
parliamentary election, nor in prepara¬ 
tions for that event. Bihar Congressmen 
will eat each other’s flesh and fell each 
other at the hustings. The only wave that 
will mark the next poll will be a wave of 
base human passions; jealousy, hatred, 
hostility and anger. 

In Madhya Pradesh, too, emissaries of 
Rajiv Gandhi could not make the fol¬ 
lowers of Arjun Singh accept his choice— 
Madhavrao Scindia—as chief minister. 
However corrupt Arjun Singh may be— 
or perhaps because of it—he had the 
majority of the Congress MLAs in his 
pocket. In February 1988, Arjun Singh 
was ‘re-elected’ leader of the Congress 
party in the legislature, at a meeting held 
at the ungodly hour of 2 am in Bhopal, 
‘unanimously’ with only 38 MLAs pre¬ 
sent. Motilal Vora was rejected for sheer 
incompetence and on that very score was 
brought to the centre as a cabinet minister. 

Now, in the pre-dawn hours of January 
25 the same Motilal Vora was ‘elected’ 
the MLAs to replace Arjun Singh. 

In this sordid drama, a number of 
things were made dangerously clear. The 
first and foremost was that the prime 
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minister and party president had lost ron- 
trol of the herd The second equally im¬ 
portant and dangerous truth was that all 
the warring factions in th? party con 
tinned to swear by him. The majority of 
Bihai CongrcKsd) ViLA» who were out to 
get Bhagwat Jha Azad’s blood declared 
that they were acting as true followers of 
Kajiv Gandhi. So did those who tried to 
save Azad It was the same in Bhopal, 
each of the warring factions declaring its 
loyalty to Rajiv Gandhi. 

Did thi.s make the prime minister’s 
leadership .stiung and uiiisersal? Nothing 
of that sort. It only exposed two othei 
truths. Rajiv Gandhi was reduced to a 
symbol which all Congress(l) tactions 
could use to cut each other down. He was 
helpless; too weak to enforce his fiats He 
va.s being U'ed -by the power bickers to 
settle accounts with one another. 

The other iiuih v.ds ihal there wai in 
the Congress(lt no alieinaiive to Rajiv 
Gandhi. Chimanbhai Patel might have 
been right when he said that a “majority 
of the Congress(I) members of various 
legislatures, including parliameni, [beingl 
displeased with the leadership” of Rajiv 
Gandhi. But he w;;, quiie w roiig to e.xpect 
the displeasuK lo lurn iiiiu icbellioii. Con- 
gre.ss(I) powci brokers know ihai they .itc 
nothing if they do not have political 
power. There is no one in the party except 
Raiiv Gandhi who can keep the party 
loeether Remove Rajiv, and the party will 
break up into pieces. Even if the demo¬ 
cratic process can eventually find a leader 
who enjoyed the.suppoi; of a majority of 
party iMPs, that peisoii will be loo weak 
10 confront the local chiefiaitis. and the 
party will soon collapse under the pressure 
of factional in-fighting. 

Indira Gandhi and Rajiv Gandhi have 
not created a mechanism for the election 
of another party leader who must also be 
leader of the party in parhament. Imagine 
for a moment that Rajiv Gandhi was not 
the leader of the paiiy, nor the prime 
minister. Even if the party in parliament 
could find another leader to succeed him, 
what would be the guarantee that he 
would be accepted as the leader by all the 
chief ministers and state Congress(l) 
bodies? The demand would go up that the 
A ICC should elect the leader. An endless 
web of manoeuvres will ensue in which all 
the bosses of the party, in and out of 
government, will take part freely. The 
Congress(l) may well get buried under the 
weight of Its own obese mass of inert 
flesh. 

The bleeding wound inflicted on the 
body of the Congress(I) by its rout in 
l^mil Nadu will not heal in the months 
between now and the Lok Sabha poll. 
Since there is no other state election slated 


before the parliamentary poll—the bye- 
elections will remain indefinitely postponed 
—an increasingly intense and ugly strug¬ 
gle foi power will rage at the slate level 
among the major tactions. Each faction 
will try to get to the vantage point from 
where it can determine the iiominution of 
candidates for the Lok Sabha poll Each 
major dissident faction will blackmail the 
prime minister that, if denied its ‘legiti¬ 
mate’ claim. It will walk over to the 
opposition ranks. This struggle for power 
will be the mosi intense in the Hindi bell 
where six states together control about 40 
per cent of the seats in the Ltsk .Sabha. 
The struggle has already begun in Bihar 
and has lapidly escalated It will manifest 
before long m Rajasthan, Madhya 
Pradesh and I'tlar Pradesh. 

Tilt primv minister must be legreliiiig 
that he succumbed to the adveiituiUi 
electoral line chalked out for him by 
Moopanar and Chidambaram in ramii 
Nadu. Here Rajiv Gandhi showed once 
again that he craves for a leader’s role, and 
grabs it whenever it is offered to him. 
whether in the form of a peace-keeper in 
Sri I anka or a Qu’xotic conqueror in 
lamil Nadu. His entire electioneering 
script was a book of political errors. He 
did not realise that he was facing one of 
ihe most politicaliy-cun.scious populations 
in India, who had their own memories 
and made their own choices. He would 
have lost the election even if he had tied 
up with the layalalitba group of the 
Ai.ADMK. But alleast the Congress(l) 
and its ally would have secured a respec¬ 
table piesence in the legislative as.sembly. 
And he would have been seen as continu¬ 
ing Ihe electoral strategy of his mother 
who knew what she had to do under 
duress of socio-political realities. 

Now the prospects are bleak. Not only 
for the Congress(l), but for our demo¬ 
cracy. The prime minister will not be in 
effective command of nominations for the 
Lok Sabha; he will have to yield a lot to 
the Incal chieftains. The local chieffains 
are under siege by their adversaries. The 
chances are that whoc/cr gets the nomina 
tion will create more than one angry 
enemy within the party. These angry 
enemies will work tor the defeat ol the 
officially-nominated candidates. The 
Congressd) will fight the Congress(l) in 
many a lok Sabha constituency all over 
the country. 

The party may well lose the election to 
the opposition if the latter can plant in 
the minds of the voters the image of a 
stable, viable and credible alternative. 
That is admittedly no easy task. If it can’t, 
the Congressfl) will form the next govern¬ 
ment either with a slender majority in the 


Lok Sabha or as the single largest party, 
with the support of independents or in 
coalition with one or more small parties. 
In that case, Rajiv Gandhi will continue 
to be prime minister. No one else will dare 
claim the leadership. No one else can keep 
the party together. 

A weak Congrcss(l) prime minister 
after the 1989 election the defeat of a large 
number of Cangress(l) candidates, the 
emergence of a strong parliamentary 
opposition and a charismatic shadow 
prime minister will not be necessarily bad 
for the country. It will, however, lead to 
a major realignment of political forces. 
The ruling party will be in considciable 
disarray. It may break up into several 
fragments. The defeated Congressmen 
will most likely turn into rebel Con¬ 
gressmen. Many of them may join one or 
the other of the opposition factions, parti¬ 
cularly the Janata-Dal. Some may prefer 
to work with the left, particularly the 
CPl(M). The Hindustan Times reported 
on January 26 that some unnamed Con- 
grcss(I) leading cadres had already 
established probing contacts with the left 
parties. Nothing would please the com¬ 
munists more than an exodus of ’demo¬ 
cratic’ elements from the Congress(I) to 
a futuristic left-and-democratic front. 

Meanwhile, be prepared for a low, low 
pe.nod in India’s electoral life. Most Con¬ 
gressmen know they cannot win an elec¬ 
tion on the merit of their own, oi the 
party’s, performance. They have also 
realised now that the 'central leadership’ 
or the ‘high command’ cannot get them 
elected. They will therefore use all the 
non-poIitical resources at then and the 
party’s command to win. And Ihe opposi¬ 
tion will do likewise. There will be a lot 
of character assassination. Trojan horses 
will have a field day. Accusations of cor¬ 
ruption will confront counter-accusations, 
all peppered with ‘documents’. The mo.si 
poisonous invectives will fly from the 
armouries of political adversaries. There 
will be violence and bloodshed. People 
will be killed. Polling will be far from 
peaceful and orderly. 

These are the wages of packing a 
democratic system with stuffings of 
authoritarianism over a long period of 
time. Of trying to run a democratic system 
with an authoritarian party. Of refu.sing 
to meet the demand for more democracy 
welling up from the bowels of the coun¬ 
try. It reminds one of the lines of a 
popular song Rock: "1 told you once, 1 
have told you twice/Someone will have to 
pay the pricel’ In a democracy, someone 
is everyone. Camus declared long ago in 
profound anguish, in a democracy all are 
guiltv when t hings go grievously wrong. 
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The Bihar Crisis 

Indu Bharti 

The so-called Bihar crisis shows how much the institutions of the 
State have been undermined by the politics and politicians of the 
Congress(l). 


THE high-voltage political drama, aimed at 
removing Bhagwat Jha Azad from the chief 
ministership of Bihar and described in (he 
media as a ‘political and constitutional 
crisis', appears to have cooled off. Tvo prin¬ 
cipal characters in the drama, Covind 
Narain Singh and Shiv Chandra Jha ate out 
of the scene having been eased out of their 
respective offices of governor and assembly 
speaker. The campaign of the dissidents, 
initially led by Ramashray Prasad Singh (of 
Jehanabad fame) and backed by Shiv 
Chandra Jha and Jagannath Mishra has lost 
steam as they have pledged “full faith in the 
leadership of Rajiv Gandhi” and left it to 
him to decide the question of Azad's conti¬ 
nuance. The so-called 'Bihar crisis’ shows 
how much the institutions of the state have 
been undermined by the politics and poli¬ 
ticians of the Congress(I). The roots of 
the ‘crisis' can be traced to the night of 
February II, 1988, when Bhagwat Jha Azad 
was foisted on the state Congres.s(l) 
legislature Patty (CI.P) as its leader by the 
Congress(l) high command at a meeting 
attended by 80-odd MEAs, though the CLP 
has a strength ot 197. In accordance with 
the Congress(I) culture Azad was claimed 
to have been elected CLP leader ‘unani¬ 
mously’. Hitherto Azad had played no active 
role in the state’s politics, though he had 
been a Congress(l) MP from Bihar in all the 
Lok Sabhas except the one elected in 1977 
and had also been a central minister, besides 
holding once the post of AlCC(l) general 
secretary. Initially, almost all who matter in 
the state Congress(l), including Bindeshwari 
Dubey and Jagannath Mishra, promised to 
extend all help to Azad. 

However, Azad’s old poliiical foe. Shiv 
Chandra Jha, the assembly speaker, had 
been at daggers drawn right from l%2 when 
Azad was given the parliamentary ticket 
from Bhagalpur disregarding Jha’s claim 
Azad’s installation as chief tiiini.ster ap¬ 
peared to Jha, himself a strong contender 
for the post, to be another defeat by his old 
political enemy So right from the very 
beginning Jha began creating trouble for 
Azad. After Februar' 1988 the s|>eakcr’s 
office virtually turned into a centre of dis¬ 
sident activity .aiid talk of Azad’s 'misdeeds’. 

A/ad, who is well known for his no- 
noriseiicc approach and w ho had once had 
the temerity to walk out of the central 
ministers’ path-taking ceremony, becau.se he 
had been offered only a deputy ministership 
by the late Indira Gandhi, inude it clear from 
the very beginning that he abhorred syco¬ 
phancy. Me promised lo light corruption and 
to be tough with the state’s sluggish bureau 
cracy. He ordered speedy clear.iiice of files 


(within 72 to 84 hourst and said he would 
rationalise transfers and postings (hitherto 
a thriving business for MLAs in Bihar), hold 
engineers and contractors accountable for 
their work and stop the ‘March loot’ of 
withdrawing large amounts of unspent funds 
on the last day of the financial year without 
sufficient accountability procedures, among 
other measures. Azad also dropped 23 of the 
44 ministers of his predecessor Bindeshwari 
Dubey’s cabinet, including such heavyweights 
but dubious elements like Ramashray Prasad 
Singh and Ram Lakhan Singh Yadav (the 
man known as the leader of the state’s 
education mafia having control of around 
a hundred or so educational institutions, 
though he himself has never been an 
educationist). 

These actions evoked immediate opposi¬ 
tion in the state Congre$s(I) in general and 
in the CLP in particular. Even before Azad 
had faced the legislature, Ramashray Prasad 
Singh lead a team of dissidents to Delhi. 
Azad, however, went his way, making it clear 
that he was the centre’s man and had been 
sent to Bihar to stem the rot in the state. 
Though support for Azad shrank in the state 
Congress(l), his staunch actions brought him 
kudos from the people. Azad’s measures 
against the co-operative-coal mafia further 
heightened his image among the people. 

But taking advantage of the dissidence in 
the party, the speaker. Shiv Chandra Jha, 
began to make public his annoyance with 
Azad. Shortly before the monsoon session 
of the state assembly, Jha alleged that a close 
relative of Azad had been inciting the hari- 
jans in Bhagalpur to complain against Jha. 
The Azad-Jha rift sharpened when a report 
in the Navabharat Times, Patna, in July last 
accused the speaker of suppressing a ques¬ 
tion during the assembly session in March 
1986. Jha hinted that the report had been 
planted by Azad and demanded a privilege 
motion against the paner. As Azad was un¬ 
willing 10 move the motion, the dissidents 
collected 134 party MLAs’ signatures, thus 
compelling Azad to refer the motion to the 
privileges committee. During that assembly 
session Azad was not only cut short by Jha 
on every occasion he rose to speak, but Jha, 
acting on the question asked by Ramendra 
Kumar of the CPI who is very close to Jha, 
ruled in the dying moments of the session 
that Azad being a legislative council member 
could not be given the status of the leader 
of the house. Though this was clearly against 
the rules and the state had had many chief 
ministers who were members of the council 
and yet were leaders of the assembly, not 
even a dozen MLAs bothered to protest the 
ruling. Not content with that. Jha went on 


to constitute various committees Y>f the 
assembly without waiting for the advice of 
the chief minister end his cabinet. 

The speaker’s hostility fuelled dissidence 
and Azad was compelled to make com¬ 
promises. Thus he sacked Shakelur Rahman 
and Ramdayal Munda who were doing very 
good work as vice-chancellors of Mithila 
and Ranchi universities, respectively. Azad 
was compelled to do this os education 
minister Nagendra Jha had< reportedly 
threatened to support Jha if the two vice- 
chancellors were not sacked. However, to 
justify the sacking Azad removed the vice- 
chancellors of all other universities in the 
state and placed all of them under the charge 
of regional commissioners. 

Just as dissidence was growing against 
Azad, governor Covind Narain Singh decid¬ 
ed to flex his muscles. Singh, who had been 
living in political oblivion after his eclipse 
as the Congress chief minister of Madhya 
Pradesh in 1969, was handpicked by Rajiv 
Gandhi in February 1988 as governor of 
Bihar. The inability of the Azad govemntent 
to fulfil his whimsical demands, like a 
separate office in the Botanical Garden, 
Patna, for him in his capacity as the 
chancellor of the state’s universities, new 
replacements for the recently replaced fleet 
of cars at Rajbhavan, had already enraged 
Singh. The first public indication of Singh’s 
anger appeared when the governor kept the 
promulgation of an ordinance brought by 
the state government as part of its drive 
against the coal mafia in abeyance for a few 
days. It was only when Azad reportedly got 
the ordinance cleared from D^i and per¬ 
sonally met Singh in this connection that the 
governor signed the ordinance. However, it 
was when the governor was ‘insulted’ by 
chief minister Azad with the provision of an 
inferior boat and, that to, without the 
official flag on it, during the Chhath festival, 
that the governor decided it was time to 
launch the fight over ‘principles and 
policies’. Despite apologies offered by the 
chief secretary and director general of police 
and later by Azad personally, Singh remain¬ 
ed adamant. In December 1988 when he was 
in'Delhi he got the Raj Bhavan to release a 
list of new vice-chancellors for the-seven 
varsities in the state When Azad comi^ained 
about not being consulted in this matter, 
Singh said that he did not need to consult 
the council of ministers for his actions as 
chancellor of the state’s universities and that 
in any case he had got the list cleared from 
the PM’s secretariat in Delhi. The governor 
also developed a sudden sympathy for 
the earthquake victims of Diuh^nga and 
decided at once to visit Darbhanga. When 
the divisional commissioners advised him to 
postpone his visit to give the administration 
a chance to make the necessary arrange¬ 
ments. he abused the officials for being “in 
collusion with Azad”. During his visit he met 
the dissidents and took time to inaugumte 
a cinema hall of Raghuruth Pandey, ML A, 
and former chairman of the Land Develop¬ 
ment Bank, Muzaffarpur, which had bera 
taken over by the state government in its 
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drive agitinst the state's co-operative mafia. 
Another alleged co-operative baron, 
Narendra Kumar, was also with the governor 
during his trip to Muzaffarpur. 

Meanwhile, the assembly session was 
scheduled to be begin from January 25 
wherein the state budget for the year 1989-90 
was to be presented. The posts of the secre¬ 
tary and joint secretary of the state assembly 
had been lying vacant and the state cabinet 
had decided to fill the two posts with officials 
from the judicial services. But the speaker 
declared the cabinets’ decision ultra-vires 
and asked the government to nominate 
members of the administrative services only. 
The governor look the side of the speaker 
by writing a confidential letter to him which 
'got leaked' to the press. 

Azad had changed the names of some 
government departments on the pattern of 
the centre. Thus education ministry was 
renamed human resources development 
ministry and the irrigation and water 
resources ministries were brought together 
and rechristened the water resources develop¬ 
ment ministry. The speaker threatened that 
if the new budget allocated funds to these 
departments under their new names he 
would not allow the budget to be presented 
in the house. 

With the assembly session approaching 
and the speaker and the governor fiercely 
attacking the chief minister, the dissidents 
led by Ramashray Prasad Singh trained their 
guns at Azad and set a deadline for the party 
high command to remove Azad before the 
start of the assembly session. Thus, the stage 
was set for the climax of the drama. The 
Congressfl) high command was in a fix; 
temoving Azad would have meant surrender¬ 
ing to the dissidents; it would also have 
blackened the image of the party in the state 
as Azad was popularly seen as a man 
fighting corruption. But if Azad was to con¬ 
tinue, the governor and the speaker would 
• have to be removed. Eventually it asked 
Singh and Jha to resign. By this time the 
speaker had openly become the leader of the 
dissidents (whose number had swelled to 
136). Oscar Fernandes, the party general 
secretary in charge of Bihar aftairs used an 
old and undated resignation letter of Jha, 
submitted to the high command some time 
in August-September last year, to force him 
to resign. Deputy speaker Sheonandan 
Paswan of the Ixik Ded took over as acting 
speaker. As Fernandes failed to pacify the 
rebels, the assembly session was adjourned 
till January 30 after the address of the acting 
governor, justice D K Sen. The dissidents 
were promised by Bindeshwary Dubey that 
their demand would be met by January 30. 
Dubey, now the central labour minister, in 
fact gave the dissidents the impression that 
he was going to be the next chief minister. 
However, when Dubey returned to Delhi he 
is report^ to have been rebuked by Rajiv 
Gandhi fot exceeding his brief. Party general 
secretary Chulam Nabi Azad categorically 
stated that Azad’s removal was out of the 
question. 

Uncertainty continued, as a high-power 
delegation headed by Buta Singh and 
M L Fotedar and including all the heavy¬ 


weights of state Cbngress(I) was dispatched 
to Patna. Initially thedissidenis led by Shi\ 
Chandra Jha flatly refused to meet Buta and 
Fotedar but after more than four days of 
threats of expulsion as well as cajoling and 
coaxing finally reached an agreement on 
February 1. The state a.ssenibly was to be I'm 
ther adjourned and the question ol Azad's 
removal was to be decided by Rajiv (iandhi 
himself before the crucial vote on the state 
budget. 

The Bihar 'crisis’ has raised several issues. 
First of all the constitutional issues Both 
the governor and speaker have claimed that 
their fight vu u-vis the chief minisier was 
over ‘principles and policies’ Howesw, in 
their fight they clearly transgressed all the 
constitutional limits to their power The 
governor claimed that he was neither bound 
by the ‘aid and advice’ of the council ol 
ministers nor required to consult the chiel 
minister when acting in his capacity as the 
chancelloi ol the state’s universities The 
office of chancellor, it is pointed out, is a 
statutory one and the incumbent derives his 
authority from and discharges his functions 
in accordance wiih the provisions of the 
Universities Act which empowers the 
chancellor to appoint vice-chancellors in 
consultation with the state government. Bui 
since according to the constitution only the 
governor shall be the chancellor, the 
chancellor is bound by the aid and advice 
of the council of ministers. So in appoin¬ 
ting the vice-chancellors without the aid and 
advice of the council of ministers, the gover¬ 
nor transgressed constitutional limits. 

The governor and the speaker violated the 
constitution also in the appointment of the 
secretary and joint secretary of the assembly. 


As mentioned above, the issue was the insis¬ 
tence of Govind Narain Singh and Shiv 
Chandra Jha that only IAS officers .should 
be appointed to the two posts, while the state 
government had submitted a panel of names 
conststing of members of judicial services 
only. Prior to October 1987 only membefs 
of the judicial services were appointed as 
secretary and joint secretary of the a.ssembly, 
in accordance with Rule 6(a) of the Bihar 
Legislative Assembly Secretariat (Recruit¬ 
ment and Service Conditions) Rules, 1964 
The right to amend the rules lests with the 
council of ministers. But on October 8, 1987, 
the said rules were amended to make IAS 
otticers also eligible for appointment to the 
two posts, without the amendment having 
been approved by the council of ministers. 
The approval of the then governor P Venkata- 
subbaiah was obtained directly by speaker 
Shiv C'handra Jha. This has been revealed 
bv a lormer secretary of the Bihar assembly, 
Arvind Prasad Sinha, m an interview to the 
local press. Theiefore. Bhagwat Jha cabinet 
was quite right m reiecting the said amend¬ 
ment to Rule 6 A and submitting a panel 
(.omprising of members ol the judicial 
SCI vices only According to Sinha, the gover¬ 
nor and the speaker were bound to give their 
concurrence to the appointment of any two 
officers out of the panel submitted by the 
state government as secretary and joint 
sccrelaiv ol the assembly. 

Ii would not be out of context here to 
mention something about the public record 
ol the men who have been fighting for ‘prin¬ 
ciples and policies’ Govind Narain Singh 
engineered one of the first major defections 
in Indian political history when in 1967 he 
walked out of the Congress with 35 MLAs 
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to become Madhya Pradesh’s chief minisicr 
with the help of the Jana Sangh. However, 
once Singh became assured that his chief 
ministership would remain intac, he 
deserted the alliance wiiii Jana Sangh and 
walked back to the Congiess. It was this 
manifest unreliability that petsiiadcd Indira 
Gandhi not to give Singh any major political 
assignment. As for Shis Chandra Iha, we 
have referred to how he used his position as 
speaker of the slate assembly in connection 
with the amendment of Rule 6(Al ol the 
Bihar legislative Assembly Sccielariat 
(Reciuitment and Service Coiidiiions) Rules, 
1964, Another Instance would sutficc to 
show his penchant lot using the office of 
speaker to take earc of his political 
opponents. In 1987 Jha had removed the late 
Karpoon Thakur from the office of the 
leader of the opposiiion in the state 
assembly, though Ihakur had the majority 
of opposition Ml.As with him. Thakui had 
even paraded the Ml.As supporting him 
before the govcrnoi, hul speakei Jha still did 
not reverse his ruling Hapless Karpoon 
Thakur was fighting agamsi the arbitrary 
ruling of Jha, fill the fag end of his life in 
the highest court of the land Jha’s uttet con¬ 
tempt for constitutional provisions was also 
seen when, despite the forwaiding ol his 
resignation letter to the deputy speaker by 
the state pailiamentary affairs minister 
Bhism Prasad Yadas. he insisted that he had 
not resigned and iliat his resignation letter 
being undated, he was still the speaker. And 
even after Jha's resignation letter had been 
accepted and the deputy speaker had 
assumed the office ol .tcling speaker, Jha 
disposed of files from his residential office. 
Not only that, when Paswan. not finding the 
file pertaining to Karpoon Thakur’s case 
enquired about ii from Jha, the lailei said 
that he did not know where the file was, 
though officials of the speakei’s office had 
informed Pasv m that ihe file was ai the 
speaker’s resir cntial office. 

All this shows how much ihe fighi of 
Govind Narain Singh ai d Shiv C.'handra Jha 
was for "policies and inneiples” and how 
much for settling political scores with 
Bhagwai Jha Azad This was also reflected 
in the way Singh and Jha became the rallying 
points for di.ssidcnl activity against Azad by 
politicians whose vested interesis had been 
threatened by Azad’s actions. A conspicuous 
presence at all the dissidents’ meetings 
during the January drama was that of 
Thpeshwar Singh, the co-operative mafia 
don, currently on bail, who is known to have 
arranged for looking afiei the dissident con¬ 
gressmen. It should be mentioned, however, 
that the dissidents and Smgh and Jha were 
not the only ones who have been fraternis¬ 
ing with the mafia leaders. Another mafia 
don who was earlier expelled from the Con- 
gressfl) was not only taken back into the 
party before Rajiv Gandhi’s visit to 
Shekhpura but was also by the prime 
minister’s side during his visit. 

Much being made of the revolt by the 
Bihar dissidents against the Congressfl) high 
command. It is being said that it was a 
warning to Rajiv Gandhi that he cannot 
carry on the slate’s government as his 
personal fiefdom. But what is being ignored 


IS ih.tl the dissidents, after showing utter 
coni' inpi for Rajiv Gandhi’s emissaries like 
Buia Singh, rv>tcd,u and Oscar Fermndcs, 
have now affiimed their total loyalty towards 
him The real warning of the dissidents’ 


IN the past few years, there has been one 
riimiirig theme in the outcome of most col¬ 
lege leachets’ aeitafions in Maharashtra. 
None ol them has been conclusive and each 
of ihc sclllenicnts has enough amhiguitv in 
II to enable the state government'to pro¬ 
crastinate over its implementation. Time and 
again it was found that, after launching an 
agnation with an elaborate charter of 
demands and a good deal of militant 
ihetoric, the college teachers’ organisation 
could not sustain it over a very long period, 
leave alone intensify it. Faced with a stub¬ 
born state government and indifferent 
public, they have found it prudent to come 
to even a vaguely-worded agreement with the 
government, before their following gave 
away aittigcthei 

The events of the two years on college 
campuses in Maharashtra amply bears this 
oui. The federation of the college teachers’ 
organisation in Maharashtra continued its 
indennitc strike in 1987 for some three weeks 
after the all-India strike has been withdrawn. 
This was to press for its demand for parity 
of pay-scales between the teachers in junior 
colleges (higher secondary schools) and 
degree colleges. Indeed the main thrust for 
the strike, in Bombay city at least, was pro¬ 
vided by the teachers in junior colleges. 
Despite this, after seeing the college staff 
trickling back to work unit by unit, the 
leadership had no option but to give up on 
their main demand—parity in pay-scales— 
and accept a vaguely-worded settlement 
regarding the introduction of the new giades 
in degree colleges. Other demands—free 
higher education, reduction of student 
strength in each class, etc, which have been 
ritualistically included in charters of demand 
in the past decade—were expectedly by¬ 
passed once again. 

It was in the early seventies thausalaries 
in colleges and universities were made com¬ 
parable to those of the senior members of 


rebellion is that if Congressmen are so.ighi 
to be prevcnicd from grabbing the f.'ui'' of 
power or deprived of their quota of transfers 
and postings, then Congressmen .nre not 
going to tolerate it. 


the government bureaucracy. Right from the 
beginning the civil service had received the 
Idea coldly and it was clear that, on its own, 
the state government would not move in a 
hurry to .implement the new pay-scales lot 
college and university teachers. The am¬ 
biguous nature ot the settlement forced on 
the teachers in 1987 only helped the 
bureaucracy in its procrastinations. Thus it 
was clear that anuiher round ol agitations 
would soon have to be launched tor achiev¬ 
ing what had been promised m 1987. 

It was, however, not clear that the college 
teachers as a whole were ready for another 
indefinite strike. It was not forgotten that 
after the first few weeks, the indefinite strike 
of 1987 had entered a dead-end street. The 
infletibility shown by the government as well 
as the indifference of the public—even that 
of the affected parties, such as students and 
parents—came as an unpleasant shock to the 
majority of the teachers. It was expected that 
their attitudes would not be any different in 
1988. A major section of teachers in the 
junior colleges were alienated f^m the 
leadership in Bombay city; in the rest of 
Maharashtra they had been charting a 
separate course all along. As it transpired, 
the lat«>t strike, launched on December 12, 
1988 was confined only to degree colleges. 

Although the need lor some drastic action 
to pressurise the government ot Maharashtra 
into fulfilling its past promises was not in 
doubt, it was not so clear that the college 
teachers were in a mood for a prolonged 
action. That the strike lasted for well over 
a month was due not only to the organisa¬ 
tional ability of the leadership but also to 
their skill in playing upon the fears of the 
strikers in respect of retrenchment. Ironical¬ 
ly, a contributory reason for the continua¬ 
tion of the strike for such a long period was 
also the maladroit and the ham-handed 
dealings of the authoritiies with the striking 
teachers. The education minister, himself 


I^essons of Maharashtra College 
Teachers’ Strike 

J \ lit^hhpandt* 

From a leadership with an ideological commitment, leading an 
educated section of society, a greater eoncern for.rcdvcssal of the 
basic problems ol education and indeed of society may be 
expected than the leaders of the Maharashtra college teachers’ 
have recently given evidence of The events of the last few months 
have shown once again that the college teachers’ movement, like 
many tndc unions of white-collar workers, is reduced to being an 
economic pidsuic group. This is actually weakening the 
movement, because it is only on cducalional issues that teachers 
in junior and degree colleges and universities can be brought 
together, not on the question of salary rpvis’on alone. 
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connected with many institutes of higher 
education in Marathawada, came out 
repeatedly with unflattering statements 
about college teachers. Even the chief 
minister, acknowledged by many as a suave 
customer, publicly cast aspersions on the 
teaching community (“the less said about 
their working habits the better”). Disparag¬ 
ing statements about college teachers by 
ministers and others only helped stiffen the 
resolution of the striking teachers. 

Yet it was clear after a couple of weeks 
that the indefinite strike has once again 
entered a cul-de-sac. As in 1987, it was 
brought home to the college teachers that 
against an adversary with infinitely more 
staying powei than themselves, a strike has 
hopes of success only if it is very prolonged 
or if it leads to a snowb 2 di effect. The latter 
possibility being virtually ruled out because 
of the indifference of the public, and their 
own staying power being limited and the 
government insisting upon increasing the 
work-load of the teachers as a pre-condition 
to the revision of the pay-scales, the teachers’ 
leadership had no option other than to 
abandon its insistence on the delinking of 
the revision of pay-scales from the question 
of workload and to accept finally the same 
proposals which were reportedly put before 
them by some intermediaries as early as 
December 20, 1988. Under the final settle¬ 
ment. the college teachers will accept an 
increase of five minutes in each lecture and 
also add an extra period per week if no 
tutorials are conducted. The last clause may 
affect teachers in commerce colleges to some 
extent. The government on its part will issue 
orders about the new UGC grades (except 
in the case of university professors) by 
February 28. 

Even at the time of the last pay revision 
in the seventies, the same leaders of the 
Maharashtra college teachers had accepted 
a major increase in workload. In view of 
this, their insistence this time on the de¬ 
linking of the two issues as a matter of 
fundamental principle was looked upon as 
nothing more than a bargaining device. The 
final agreement fully endorsed this cynicism. 
It is true that an increase of five minutes per 
lecture will not add heavily to a teacher’s 
workload, nor is it academically unsound. 
Nevertheless, the agreement with tl)e govern¬ 
ment does have a few disquieting features 
which seem to have been glossed over by the 
leadership. 

The agreement with the government 
signed in the seventies was a joint outcome 
of the teachers* agitation as well as writ peti¬ 
tion filed by the teachers’ federation in the 
high court. The final consensus was signed 
in the presence of a high court judge and 
thus bad legal sanction. It enjoins the 
government not to change unilaterally the 
working comiitions of college teachers 
adversely. The new agreement frees the 
government from this legal constraint. Con¬ 
sidering the prevailing anti-education, at 
least anti-teacher, atmosphere in official 
circles, it should surprise no one if, at an 
opportune moment, the workload is again 
changed by the government. Without any 
monetary gains in dispute, will the college 


teachers fight so unitedly then? 

Although the question of the workload 
of college teachers falls within the purview 
of the universities, it is noteworthy that no 
reference was made by either of the parties 
to the responsibility of the universities in this 
matter. It is of course well-known that the 
state government has lost no opportunity to 
nibble away at the autonomy of the univer¬ 
sities even in academic matters. (Only two 
years back, when several politicians rushed 
in to start donation-based engineering col¬ 
leges m Maharashtra, the right of refusing 
affiliation to a college was taken away from 
the universities.) Unfortunately, organised 
teachers also have joined in the process. This 
is bound to prove detrimental to college 
teachers in the long run, because the next 
step for the government would be to pre¬ 
scribe also the other working conditions for 
college teachers. 

Even in respect ot protection from retr¬ 
enchment, the situation may not be as ro.sy 
as painted by the leadership. Contrary to its 
claims, only persons holding “permancr.tly 
appioved" positions are to be protcstod 
Considering that about 30 per cent of the 
staff today is temporary on account of the 
reservations policy of the goyernment or that 
m.any colleges themselves have so far only 
temporary affiliation, it is feared that a large 
proportion of the college teachers may not 
really have protection under the agreement 
This IS another instance of how ambiguou.sly 
worded documents cun create problems later. 
It IS a different iiiattet that because ot the 
rapid expansion of higher education, fears 
of job redundancy may not materialise, as 
they have not in the past 

The ledeiation leaders were forced to call 
off their strike on January 20 witbont get¬ 
ting any assurance about the new grades for 
professors. In Maharashtra, only university 
departments have teachers in the professors’ 
cadre. By giving up on the grades for pro¬ 
fessors, the federation leaders have only but¬ 
tressed the widespread view that both at the 
all-India level and in Maharashtra the college 
teachers movement is mainly interested in 
the problems of teachers in the degree col¬ 
leges. One of the offshoots in Maharashtra 
of the strike of 1987 was the horizontal split 
between teachers in junior and in degree col¬ 
leges. After the latest strike, it is likely that 
teachers in universities and post-graduate in¬ 
stitutes will drift away from the college 
teachers, leading to yet another split. This 
cannot but harm the teachers’ movement in 
the long run. 

Neither the college teachers’ federation 
nor the government of Maharashtra has 
come out of the latest agitation with credit 
By insisting upon increasing the actual class¬ 
room contact hours of the teachers, the 
government has shown a total unconcern for 
the academic priorities in the institutes of 
higher education. More important, the 
government has once again bypassed an 
opportunity to decide upon its priorities 
about the degree of government subsidies for 
the different sectors of education. It is the 
present grant-in-aid code which has contri¬ 
buted significantly to the proliferation of 
arts, commerce and law colleges in the state. 


at the cost of primary educafion, voca- 
tionalisaiion of secondary education, 
medical and paramedical education and so ' 
on. It is to be kept in mind that literacy in 
Maharashtra even now is only 37 per cent; 
at the same time, in Marathawada alone SO 
new arts and commerce colleges are slated 
to be opened in June this year. 

The leadership of the college teachers also 
has much to answer for. It is true that it has 
won a promise of implementation of the new 
pay-scales but this is at the cost of giving 
up the principle of no linkage between 
workload and revision of pay-scales. Further, 
by giving up on demands of interest to the 
university teachers, it has weakened the 
teachers’ movement further. The teachers’ 
other demand about reduction in class- 
strength does not find even a cursory men¬ 
tion in the final settlement. In bypassing this 
demand, the leadership has shown once 
again that matters of academic importance 
do not have a high place in its priorities. 
From a leadership with an ideological com¬ 
mitment ostensibly, leading an educated 
section of society, a greater concern for 
redressal of the basic pioblems of education 
and indeed of society may be expected. In 
point of fact, the events of the last months 
have shown once again that the college 
teachers’ movement, like many trade unions 
of white-collar workers, is reduced to being 
an economic pressure group. 'This is aaually 
weakening the movement, because it is only 
on educational issues of basic importance 
that teachers in junior and degree colleges 
and univcisities can be brought together, not 
on the question of salary revision alone- 
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Left Front and Jharkhand 

Anjan Ghohh 


The Calcutta rally of January 31 organised by the Jharkhand 
Co-ordination Committee was a testing time for the CPI(M). For 
the former it is a question of nurturing dissent into a political 
alternative, for the latter of maintaining its hegemony among the 
tribal-peasantry. 


POLITICAI- power is a great leveller. Its 
pragmatics enjoin a logic of domination 
which has scant regard for ideological 
divergences. This is evident from the way 
ruling parlies handle dissent. Between the 
Congress(l)-ruled centre and the opposi¬ 
tion parties-governed slates there are dif¬ 
ferences of degree not of intent. A recent 
instance of such a bureaucratic method of 
handling dissent was the way the CPlfM)- 
led Left Front government in West Bengal 
tried to foil the holding of a rally by the 
Jharkhand Co-ordination Committee 
(JCC) in Calcutta on January 31. 

The rally had featured as part of the 
JCC’s campaign to rnobili.se for a separate 
Jharkhand .state within the Indian Union 
and was announced well in advance. The 
JCC had proposed to follow up the 
Calcutta rally with other types of agita¬ 
tion like the blockading of roads in Bihar 
from February 9 to prevent minerals and 
other raw materials from being taken out 
of Jharkhand. Meanwhile, unable to pre¬ 
vent an innocuous public meeting the Left 
Front government tried to scotch it in¬ 
directly by invoking a ban on the carry¬ 
ing of traditional weapons like bows and 
arrows by the tiibals into the city. An 
appeal by the JCC in the Calcutta High 
Court against the ban was rejected on 
February 27. Faced with official intransi¬ 
gence the JCC decided to abide by the ban 
in order to be able to hold the rally. But 
this did not prevent the ruling party cadres 
from systematically going about white¬ 
washing JCC' wall writings as well as tear¬ 
ing down po.siers of the rally in Calcutta. 

It is, of course, not the first time that 
such a rally of primarily tribal-peasants 
has been organised in the ‘city of proces¬ 
sions’. Nor are the police and the state 
authorities unaware of the tribals’ custo¬ 
mary propensity for carrying their tradi¬ 
tional weapons with them wherever they 
go. On earlier occasions the police had 
turned a blind eye to such practices. More 
recently a similar rally organised by a rival 
Jharkhand organisation, Jharkhand Mukti 
Morcha (JMM), not only witnessed the 
brandishing of traditional weapons but 
even single and double-barrel guns. The 
state authorities had remained oblivious 
to it. Then why had they become con¬ 
scientious enforcers of the law in regard 
to the JCC rally? 


Underlying it is a tale of political rivalry 
and an implicit recognition of the JCC 
rather than JMM as the real political 
opponent of the ruling party. The latter’s 
radical rhetoric and posture notwithstand¬ 
ing, its potential for mobilisation in West 
Bengal has remained limited because of 
Its conclusion with the Conpiess(l) Ghani 
Khan Chowdhury the WBPCCI chief's 
overt support to its activities has con¬ 
siderably eroded its credibility as a radical 
social force and neutralised its threat to 
the ruling party in the state. 

On the other hand the JCC has been 
gaining strength rapidly over the last one 
year in certain districts of West Bengal like 
Midnapur. As the more militant mobiliser 
for the demand of a separate Jharkhand 
state the JCC has made inroads into 
erstwhile CPl(M) bases. For instance in 
the 1988 panchayat elections out of 20 
panchayat samities in Bin pur I and II 
blocks of Midnapur, 17 were wrested from 
left Front control by the JCC. Signi¬ 
ficantly JCC has not only attracted more 
tribal support but also the support of 
other minority groups like Muslims. In 
Sangchira village of Jamboni PS in 
Midnapur district it is reported that 71 
people including 50 Muslims, erstwhile 
CPI(M) supporters have in an open letter 
shifted their allegiance to the JCC. Similar 
los.ses in other areas of Midnapur has 
made the CPI(M) wary of the JCC. This 
has been further aggravated by the defec¬ 
tion of prominent Marxist leaders like 
Mansur Mehbubullah to JCC ranks. The 
latter had been an important CITU 
organiser of transport workers in Burdwan 
and also happens to be the younger 
brother of the CPl(M) leader and former 
speaker of the state assembly Syed 
Mansur Habibullah. 

Certain lapses of the state government 
has further fuelled Jharkhand mobilisa¬ 
tions in West Bengal. While the chief 
minister Jyoti 3a.su has repeatedly asser¬ 
ted that tribals have not been discrimina¬ 
ted against but have gained substantially 
from the redistributive measures of the 
state government, the actual performance 
of the government has remained contrary 
to such assertions. Thus fulfilment of 
reserved quotas for scheduled castes and 
tribes (SC/T) has remained far behind 
targets. Large-scale misappropriation of 


funds for the construction of hostels for 
SC/T students as well as of their mainte¬ 
nance grant has been reported in Ihe 
newspapers {The Statesman, November 21, 
1987, January 17,1988, January 28, 1988) 
and in an Assembly Committee Report on 
the implementation of welfare schemes for 
SC/T (1987) headed by CPI(M) legislator 
Sumanta Hira (India Today, December 15, 
1987, p 54). Disci^ancy between measures 
initiated and achieved has dogged the Left 
Front’s performance in regard to the 
weaker .sections. This has also arisen 
because the specific vulnerabilities and 
disabilities of these sections have been 
ignored. Hence even when land has been 
distributed among the landless tribals they 
have scarcely been able to retain it. 

Another contributory factor to the con¬ 
flict between the CPl(M) and JCC has 
been the blurring of ideological distinc¬ 
tions. The participation of CPI(M-l) 
Santosh Rana group activists in the JCC 
has led to a percolation of the ‘belief in 
Marxism’. Consequently there has been a 
greater emphasis on exploitation as a 
salient feature of Jharkhandi identity, 
making for a more broadbased mobilisa¬ 
tion of all oppressed sections including the 
tribals. 

However, the tensions which presaged 
the rally were not precipitated by it. At a 
well-attended meeting the JCC leaders 
declared their firm determination to carry 
on the struggle for a separate Jharkhand 
state within the Indian Union, if necessary 
through armed struggle. It was announced 
that the road blockade would begin from 
February 9 at Dungri in Bihar. 

A five-member delegation of JCC 
leaders handed a memorandum to Benoy 
Choudhury, minister of land and land 
reforms, in the absence of Jyoti Basu who 
was away in Delhi. The memorandum 
sought the state government’s assistance 
for the constitution of a separate 
Jharkhand state. It also called for the 
.setting-up of departments of tribal and 
regional languages in the state universities, 
as well as in schools and colleges where 
the linguistic group was above 10 per cent 
of the student enrolment. Further, it was 
demanded that in areas where tribals were 
predominant government business ought 
to be carried on in these languages. On 
his return Jyoti Basu responding to the 
JCC demands has said that while the 
demands were longstanding their practic¬ 
ability was in doubt. As the tribals consti¬ 
tute only 4 per cent of the population in 
Midnapur, 8 per cent in Bankura and 17 
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per cent in Purulia it was not possible to 
set up autonomous councils iii particular 
villages. With regard to the recognition of 
tribal languages, the West Bengal govern 
nient had already introduced Olchiki in 
the primary schooLs located in the tubal 
areas He, however, expressed scepiicisni 
whether it could be used for purposes of 
higher education 

The rally of January 31 was a testing 


ACWfkDlNfi to recent newspaper 
reports the govcrnnieni of India has 
agreed to the Andhra Piadesh request for 
nnpoiting extremely toxic inseeiieides — 
Methomyl, tria7ophos and fenpropathrin 
— late last year. Methomyl belongs to the 
caibomate group and tria7ophos to the 
organophosphorous group. Both of them 
base short residual activity after applica¬ 
tion and so repeated applications are 
necessary. Both are systemic and contact 
poi.sons and a licet muscle function by in¬ 
hibiting cholinesterase. Muscles contract 
on receiving electrical messages through 
nerves and if cholinesiera.se activity is 
inhibited the nerve irnpul.se flows con¬ 
tinuously. The constant flow of the nerve 
impulse causes rapid twitching of the 
muscles and finally leads to paralysis. 
When the muscles in the respiratory 
system no longer function, death occurs. 
Twitching of the muscles can lead to 
accidents at work also. 

These pesticides were earlier rejected by 
the Registration Committee becau.se they 
are extremely toxic. Foi example, methomyl 
has an oral toxicity of 17-24 (LD 50 
mg/kg). LD 50 is statistical estimate of 
a chemical dose that will kill 50 per cent 
of the test animals under stated condi¬ 
tions. As a general guide, if the LD 50 is 
between 5 and 50 for a pesticide then a 
pinch to 1 teaspoon of the chemical is 
enough to kill an adult human. 

This is not the first time that such 
illogical and anti-social decisions have 
been taken by the government of India. 
The whole pesticide policy right from the 
beginning his been somewhat lackadai¬ 
sical. The harmful effects of pesticides 
have been known to scientists for decades 


time for both the CPI(M) as well as the 
fledgling JCf'. While for ihe lormei it is 
a question of maintaining its hegemony 
among the tribal-peasantry, for the latter 
It IS a question of nurturing dissent into 
a political aliernaiive With the might of 
the stale government arraigned against the 
let It IS a patently unequal contest But 
then when has the quest lot povsei been 
anuMig equals? 


and that is why European nations, Japan, 
and the U.S have strict regulations legard- 
mg manulaciure, sale and applieation ot 
pesticides. Thai pesticides arc dangerous 
for humans should not be surprising as 
the.se chemicals weic originally invented 
for chemical warfare and it was discovered 
aecidentallv that they were lethal for pests 
also! 

The rich nations have been reasonably 
suvsesstul in their pesticide control pro¬ 
gramme in the sense that their citizens do 
not ingest dangeious amounts of the 
cliemisal through tood and watei. But the 
situation in India is quite alarming. 
Research done ovci the past twenty years 
shows that alarming amounts of pesticide 
residues are present m Indians Veiy olien 
mote than 10 times ol allowable limns. A 
report published by the Voluntary Health 
Association ol India documents the fact 
that studies done by olficial laboratories 
like lARI, ITRC, Bunjab Agiicullural 
LIriiversity, NK)H, etc, keep showing that 
pesticides like DDT. HHC, Dieldrin and 
Aldiin find their w.jy into our bodies 
through ceieals. pulses, vegetable oils, 
vegetables and fruits, milk and milk pio- 
ducts (even formula milk tor infants), 
meat, poultry and f'sh. The researchers in 
these institutions have made it a hobby to 
find newer products to test for pesticide 
res'dues! But they don’t want to do 
research on long-term effects of pesticides 
on human health even though a study 
froii' the IIT, Delhi, indicated that there 
is statistical evidence showing higher 
deformity rates among people in states 
which have higher pesticide use. Though 
the study does not demcnsirate causal 
linkage, it should be enough of a warning 


to policy-makers to become more careful 
regarding use of pesticides. 

Howevei, this does not .seem to be on 
the cards, The director of the National 
Institute of Occupational Health recently 
gave an invited lecture on pesticides at the 
Taj Hotel m Bombay. He started off by 
claiming that chemical pesticides are 
absolutely necessary for increasing our 
agricultural yields and so those who are 
spreading “scare stones” about the 
chemicals are doing a disservice to the 
nation! If people entrusted with running 
institutes which arc supposed to safeguard 
our health hold such views then it should 
not come as a shock that at pre.sent no 
studies are being conducted in India to 
understand the long-term effect of pesti¬ 
cide residues in our bodies. 

There is enough circumstantial evidence 
now that pesticides if present in human 
tissues may be resulting in long-term 
health hazards. Since the rich nations do 
not have this problem they are really not 
doing much work on long-term effects of 
pesticides on humans and the MNCs are 
particularly interested that such work docs 
not get done. However, since it is known 
that many pesticides reduce immuno¬ 
logical resisiaiKC in rabbits and produce 
tumours, cancers and mutagenic changes 
111 rats It is essential that studies be started 
to look at these problems in humans. 

Direct deleterious effects of pesticides 
on tiiiinan health is not the only issue. 
With over-use ol pesticides many species 
ol insects no longer respond to the effects 
of the chemicals. This necessitates using 
esen stronger chemicals and so on. This 
is exactly what lias happened in Andhra 
Pradesh. The American bollworm has 
caused havoc by desttoying the cotton 
crop there The insect is reported to have 
been a ‘minoi' pest in Ihe fifties but slowly 
has developed resistance to most pesti¬ 
cides. That IS why the farmers there have 
to demand deadlier pesticides. In Texas, 
however, the modern methods of pest 
management tor cotton crops include the 
use of short season cotton, elimination of 
the second and third cuttings and co¬ 
ordination of irrigation and planting 
limes and plow under of crop remnants 
to deny insects food and shelter at critical 
times. These methods may not be com¬ 
pletely transterable here but it is impor¬ 
tant to note that they reduce dependence 
on chemical pesticides. 

It appears that lARI, the Central 
Insecticides Board and the NlOH arc not 
working in our best interests or these of 
the farmer either. Strong political pressure 
will have to be mounted to counteract the 
chemical pesticide lobby. It is time that we 
demanded that political parties make 
known their stands on such crucial issues 
in their election manifestos. It may be the 
right time for farmers’ organisations to 
start investing in scientific research also. 


Playing with Pesticides 

UM 


The director of the National Institute of Occupational Health has 
claimed that chemical pesticides are absolutely nccc'^sary for 
increasing agricultural yields and so those \\ho are spreading 
"scare stories" about the chemicals arc doing a disservice to the 
nation. If people entrusted with running institutes which are 
supposed to safeguard people’s health hold such views then it 
should not come as a shock that at present no studies arc being 
conducted in India to understand the long-term effects of 
pesticide residues in our bodies. 
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Annual Qanaral Meeting 
Chairman's Speech 



Ladies and Gentlemen. 


Lei me welcome you to me 2/\\\ Annual 
Genera! Meeting ol youi Company 

May I wish yuu all a v^ry trappy and 
prosperous New Year 

Every Company in ii:. history, goes through 
traumatic changes, and your Company has been 
no exception 

Following the sad demise of Mr C S Kirloskar 
our Founder Managing Director, who guided ihr 
destiny of Kirloskar Cummins to its pre emineni 
position in the Indian Diesel tngioo Industry Mr 
Arun Kirloskar, who was the Chie* Operating 
Executive of Kirloskar CufTirnuis since 197? 
stepped down as Ctiairm.n and Director on 
October 1 t9fla 

Kirtoskar Cummins owes ds existence to Mi 
SL Kirloskar who l''injght Cummins to India ri 
a testament to his tar s-uhled visior* 

It war. moulded anvJ nurtured throughout its 
infancy through (he leiderGhip of lato’Mr CS 
Kirloskar. whose directions « ourage, corwii tion 
and open style of manaqernf»ni lot people who 
worked for him try out new and mrxJem ideas and 
thus laid the foundations lur (he KCL work culture 
Ml CS Kirloskar passed on his mandale to Mr 
Arun Kirloskar Their contnOuiionb lo KCL are 
etched m the iigures nt (Om lasi ?; year, of KCl s 
performance 

It has been mv privilege along with my 
colleagues m the rurrenf KCl operating 
management to have been pan of the tearn 
which worked with Mr CS Kirloskai and Arun 
Kirioskar to retake KCL the organisation that it *•. 
today 

Kirloskar Cummins owes Mi Arun Kirlnskar 
.1 deep debt of gratitude foi the y»»orn.in servu e 
rt'ndPied and the operating pMi.iires ht> 
nurtured ,*s Chief Operating Fxecutu'i' 

The future growth of KCL its working (uHuie 
Its approacf' to markets quality, product supped 
etc have been cleafy MtO down by the past 
I eadership 

Yuuf Company s philosophy and approach lo 
t)usiness vshu h were vvelt dr’lmcd ttunugh 
prai'lice III ihe pasi »re ruHN elaborated through 
a formal statement 


A business firm is a dynamic entity, the 
operations of which are influenced by the social, 
political and economic conditions prevailing in a 
country 

However, the success of business in growth 
and profitability, year after year, is the result of 
some common operating characteristics, and the 
beliefs which make some Companies more 
successful than others 

The business philosophy and operating 
principles, as applied in KCL are rc-staied here 
lor cldri»y 

1 KCL’s Customers are the reason for its 
existence 

2 KCL understands that Customers buy 
product''. 10 satisfy their quality and delivery 
needs, in terms of value 

3 KCL's Customers will move to the 
Compctitiorf. if they do not receive products 
which satisfy their needs 

4 Tc KCL, pioduct support has always been a 
testament of hith. and KCL believes (hat a 
price has been paid tor it by the Customer 

5 KCL believes that it must maximise profits and 
improve its operating efficiency year after 
year 

6 KCL believes that it must bring out new 
products, which gwe a bettor value to its 
Customers on a ^nodir' basis 

7 KCl. believes that in a changing environment 
Its employees' skills need constant upgrade- 
tion to give the Customei better value and 
improve productivity 

0 KCL believes that the Shareholders 
Suppliers Distributors, Customers and 
Employees 'should share in the prosperity 
vrfhich a successful business achieves and 
keeps on increasing 

Kidoskar Cummins' operating philosophy is 
guided by these principles 

The Company has seen that the rapid growth 
experienced m the Seventies declined during the 
first su years rjf the Eighties, due to additional 
manuliicturing capacities installed by the 
Competition 

KCL changed its operating strategy to take 
the Company on a growth path, and is now in the 
second year of its changed directions Some key 
elements of the operating strategy are 

Diversify Company's product base and 
markets to baUuKe temporary loss of markets, 
due lo OEM s making their own engines 
— Announce concepts of product life and quality 
sc ttiat KCL customers derive an outstanding 
cost benefit tn their operations 
Improve Company's operating efficiency 
across the board in a manner which wcHild cut 
costs 

-- Develop and upgrade the skills oi all 
employees to meet the challenges of the 
Nineties 

These strategies have paid off. and ttie 
lesuHs are evident m the performance of Ihe last 
>wi> years 

■ Highlights of 1988 ■ 

. Sales 

Net sales in IQ80 weie Rs 1818 M This figure 
s (he tuchesi ‘n inr history of the Company 
Ther, ri*"' t>e**n dramatic improvemoni in 
sales in the f ^»oii Market segment besides 
other segments 

Ex^Ki'ts lot ih*' year rose to Rs M ‘ im 
Rs ?4 M !<>' the pievious year 


□ Profits 

The profit before tax for Ihe current year rose 
lo Rs 164 M as compared with Rs 155 M for Ihe 
previous year The profil alter lax is Rs 114 U as 
compared with Rs 100 M for the previous year 

□ Dividend 

The Board ol Directors have recommended 
a Dividend of Rs 2 25 per equity share, subject 
lo deduction ol tax at source 

□ Research & Engineering 
Expenditure 

The Company has been consciously following 
a policy ol continuous jpgradation and 
introduction of new products based on market 
needs 

The Company's expanded R & E lacilities will 
be lully operational during 1989 

□ Inventories 

Thf level of Productive Inveniones has gone 
up fiom Ri, 216 M lo Rs 370 M in the current year 

The rise of inventories is attributable to the 

i<tart up expenditure' for the export market, in 
which the Company has successfully increased 
Its growth during the current year Increased 
inventories are a business investment for the 
Company's future markets 

n Return on Investments 

The Return on Shareholders' funds had been 
showing a declining trend since 1982. from 
?6 to 1362% in 19861 his decline has beer' 
arrested, and the return has improved to 1684% 
during the current year 

The Company has plans to improve operating 
efficiencies and reduce costs towards improving 
returns on a continuing basis 

However it must be cautioned that a 
competitive environment will not sustain the type 
of margins achieved m the past, when 
competition on the level which we see today did 
not exist 

1 he Company's operating management team 
and Ihe work force are to be complimented for 
turning the Company around, despite the 
pressures of inflation 

n Markets 

Youf Company is operating in a market 
pronomy which is rapidly growing and getting to 
be highly competilrve 

T his IS a result ol Government policies, which 
are slowly but surely continuing on Ihe path ol 
liberalisation lor economic growth 

The market picture before us today is one ol 
emptging competition tellers ol intent have been 
given lo BEML/KOMATSU HM/CAT. 
KHOSUtMAN MODI/BLACKSTONE. 
WAHTSiLA, PIC some ol which companies' 
pioducis have been intioduced into the market 

These Companies are all formidable 
additions to existing competition, as all these 
Companies have an excellent reputation for 
providing products to customers 

Obviously all new Companies have placed 
then investments on the basis ol growth of the 
Indian economy and changing customer 
perceptions which would mean that they plan to 
attack existing market shares, as well as 
participate m the demand created due to growth 
in various sectors of the economy We expect to 
sec these new Cofnpanios establishing 



I 


manufacturing capacities in the next three years 
Currentty these Companies depend on imports 
Vbur Con^any's policies are based on the 
loundalion of Customer Perceptions, and this has 
been the reason tor its spectacular growth from 
Rs 354 M to Rs 1818 M in the Iasi 10 years 
Ibur Company has appropriate plans in view 
to meet competition and maintain growth 

□ Exports 

One of (he majof constituents of the 
Company's Growth plan is to serve World markets 
We believe'tnat demand from these markets will 
I balance out the impact of extra capacity being 
I installed in the Indian markets 

Cummins Engine Co. Inc . has played a 
major role in assisting your Company, in seizing 
export opportunities. Its guidance and co¬ 
operation have resulted in exporting products 
worth Rs 154 M during the year 

Cummins believes that India can upgrade its 
rnanulacturing facilities to World Class standards, 
omparable with those of Japan, West Germany 
•>r Switzerland, it has consequently invested in a 
senes oj Indian Companies to manutnclure diesel 
engine components which, besides serving the 
tfidian market, would serve Western markets m 
addition and contribute in a major way to the 
»iKintry's growing engineering exports 

Indian cnvgmeering exports to World markt;is 
fiave always suffered due to our lack ot perception 
ij' what these markets needed in terms of quality 
pnrp and delivery 

The export project for the V-?8 engine 
undertaken with CECO. has helped in totally 
'.hanging our perceptions of product quality and 
delivery, and we are confident that exports will 
continue to grow, as we continue on this path 
Your Company is the sole manufacturing 
source for the V-28 engines in the world This 
demonstrates the confidence Cummins has m 
KCL and India 

As a result of the experience gamed through 
me V 28 project in India. Cummins will expand 
sourcing activities ot diesel engine components 
ifom India to be used to build engines produced 
by Cummins m other parts of the world 

[J Customer Needs / 

Satisfaction 

Indian customers have started signalling thPir 
p’oduct life or other needs, and expect an 
oiganisafion like KCL to respond to them 
Just to give an example Coal India as a 
result of their evaluation of engine/equipment life 
in the coal fields of U S A! demanded new 
warranty and life criteria <or pertoimance of the 
Cummins Diesel engine fitted on the 
BEML O'355 Crawler Tractor 
KCL has accepted these criteria and has 
warranted the KTA-1150 engine fitted on the 
BEMI.-D*355 Crawlnr Tractor, as desired by Coal 
India 

The effect of this kind of performance 
coverage witi benefit customers like Coal India. 
Whose operating costs will improve along with 
heller product life and availability 

This IS direct evidence that the market 
environment in India is changing and experience 
coupled with competitive opportunities is 
mcreasing customer perceptions of then needs 
Kirloskar Cummins will maintain industry 
leadership tn establishing new practices which 
give customers lower costs 

We believe that it is a healthy practice to have 
J'n interaction between Customers and Manufac¬ 
turers. to build practices which would lead to all¬ 


round cost reduction as well as changes in 
attitudes towards product life and warranties 

□ Diversification 

Kirloskar-Neoplan But - 

The Company's plans to enter the Bus market 
are progressing The first two Airport Buses wifi 
be delivered to Air India in March, representing 
a tremendous breakthrough 
Tourism industry ; 

A demonstration of Luxury Buses to the 
Indian Tourism industry is planned in February. 
1989 This demonstration wiil perhaps strengthen 
Government's hand in preve iting import ot luxury 
buses 

Trucks . 

The Company has an application for a Truck 
License pending with the Government, which will 
permit the Company to enter this market This 
application envisages an entry into the i6-ton to 
32 ion truck market in collaboration with RASA 
of Hungary 
Defence Products : 

Government has licensed the Company to 
produce components tor the Defence Sector as 
a part of Its Import Substitution 
Government • Interface * 

The Company is witnessing winds of change 
in Government s approach to indigenous 
manulaclufp and exports 

In particular. ii is heartening to note that 
Governrfiem has declared a licensing holiday 
Tfte Defence Ministry has been holding 
n^eeiings with youi Company, on manufacture of 
products which they currently import 

The Commerce Ministry held a meeting with 
your Company, to evaluate ways and means to 
expand exports 

On your Company’s efforts the Industry 
Ministry has been holding meetings to indigenise 
and rodurr imports 

These meetings have been like a breath of 
fresh air since they improve the understanding 
between Government and Industry 

II IS our perception that the Government is 
changing its attitude from regulation to 
(Ipvelopnient ot industries, to speed up the 
Hconomic growth of the country 

Interaction and C 0 ‘ 0 peration_between 
Government and Indu.stry must increase, in order 
to further eliminate systems, within the industry 
and the Government, which create wasteful 
delays m the impfementalion of current and new 
industrial projects 

□ Human Resources 

Your Company's strength comes through its 
people at all levels and the Company's exemplary 
record of excellent industrial relations is a matter 
of pridn 

Th(> Employees have worked as a team, and 
produced results which you are witnessing, and 
are a iiemendous resource to the Company m 
meei ng its future plans lor» 

The Company has various Training 
Programmes to upgrade employee skills to 
balance tfie needs ot productivity and customer 
saiisfaciion 

U Supplier Base 

The Company is lortunale lo operate in the 
heartland ot the Indian engineering Industry, as 
Itiere IS a ughly skilled Supplier Base available 
The S ippliers lo youi Company have done 


an outatanding |ob in supporting Kirloskar 
Cummins' increased demands 

The Suppliers are to be complimented for 
changing their operating methods in order to 
participate m the Company's "jusl-intime" 
manufacturing strategy 

The Suppliers are a source ot strength tor 
your Company's future growth plans, which 
heavily depend on the development of a highly 
responsive Supplier Base 

□ Cummins Engine 
Co., Inc. 

Befitting their track record of the last two 
decades. Cummins Engine Company have 
provided unstinting support lo your Company's 
operations in all areas 

Kirloskar Cummins is a model Indian 
company, where technology absorption has been 
a structured and a disciplined process, which cuts 
across trans-national barriers and concentrates 
on achieving encetlence in product manufacturing 
and satisfying customer needs 

We are working with Cummins on a 
continuing basis lo upgrade the performance of 
our products and to reduce costs 

□ Subsidiary — Product 
Support 

Cummins Diesel Sales & Service (I) Ltd 
(COS & S) IS growing from strength to strength, 
as you may note from the figures in the Balance 
Sheet CDS & S has set up an enviable track 
record of serving KCL customers over the last 20 
years, and has revised its product support 
strategy in keeping with the current environment 
I would like to compliment the management 
of CDS & S and its Dealer Organisation, for 
continuing to support KCL products to the 
satisfaction of customers 

■ Outlook for the Next 
Six Months ■ 

The current financial period is lor srx months 
and ends on 31st March 1989 

The sales during the first three months are 
higher than the same period lor last year by over 
20% 

The Company expects a better pertormance than 
that of the same period of last year, by the end 
ol 31st March 1989 

Let me conclude by thanking the Financial 
Institutions Auditors Solicitors. Shareholders 
Depositors Cummins Engine Company and all 
those who have been supporting the operations 
ol the Company 


1 hank you 


This does not purport lo be a report of the 
proceedings of the ?Tth Annuat Generaf Meeting 
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MANIl A 

The More It Changes ... 

Dfrna Khatkhatt* 

h is slowly sinking into the psyche of the Philippine people that 
geographic independence is not a correlate of freedom from want 
and a decent Inelihood with honour and dignity. 


NOTHlNCi chanties in this aichipclai-.i ot 
ovfi 7,{)()0 islands In laci, nothin); van 
change. Seasons come, lestuah. conn', 
presidents conic; they remain loi a while 
10 amuse and to he amused but when 'hey 
go, they leave behind the debus, ihe muck 
and the scum o( ihe eaiili m wallow in 
dirt I'-verything thai comes and goes is 
preordained, as ii wcie The Spanish 
usurped this land ol bcaiiniiii people but 
let! only their svinoious naii’cs, irnisK ol 
erotic e.\liilaial)o!i and il'C 'de-.li lake the 
hindmost’ attiinde. Ihe democratic 
Americans ti'ok ihciii o\ei to becomt im¬ 
perial and leli the people lo slew in their 
own luice but vviihoui any identity, 
debased b\ the sodmiive onslaught ol 
yankee manhood 1 lit lapanese, dieam 
ingot the graiideiii o! the co-prospeniy 
sphere in Asm, made the inleiicgnum 
iraiimalis and dehum.iiiisnig. What 
remained cotistaiil m this peipelu.illv 
shifting political laiuKcape w;is the 
rubric - rhilippincs with three F’s’ papacy, 
symbol of religion, pork, a national lood, 
and a pregnant woman, a pro-life celebra¬ 
tion ot Viigin Mary 

C ome the season as it has been coming 
from limes iiiiniemsMlal The X'mas 
arorna is in the an wiih choial music being 
hummed in ol ficcs, .siieels, shaiitv tossns, 
stadiums and itie Palace W iih ihe mel¬ 
lowed sun above. Kipling would base 
mused as he did eight decides ago that 
‘‘ the (’hiislrnas day is Ineaking wan: 
they will drink I'lit hcahh ai dinnei- 
those who lell lo how they love us and 
then tot get us 111! another yeai be gone". 
A little over three sc.irs ago. a new levolu- 
tion broke, more by the stupidity of a 
loony president than by Ihe awakening 
consciousness ot the ha puHoi. ,A tyrant 
was banished and a eeiitle, docile woman, 
a widow ot a iisal. inaiiyied politician, 
took civet. People licie as elsew here elaled 
Oh. the nation was unshackled, they 
loared In the line niodei n tiMdilioii of 
Asia, the widow was installed m the 
Maiacanaiig Palace Osiar \k\lde would 
base naughtily described ii .is a "ttiumph 
of ho()C vwei espericn, c" -a rematk he 
made .iboul a man wtio niariied for Ihe 
second tune I hen again, except for a dif¬ 
ferent person ol .1 dificieni sex, nothing 
changed as nothing would ever change. 
The widow is showing evers promise of 


being like those who have preceded her in 
Ollier lands in A.sia Perhaps widowhood 
IS a saeriticial ollenng on the altar of 
powei The same concentric circles of 
larnilies icsiirfaced- Marcoses_are out, 
,^cqulnos are in; Romulos stepped out, 
y .isuangos have stepped in. l aurels 
bossed out but Monsods lillcd the void. 
The same gcniiy from the latifundia 
which have submerged the landless 
labourcis in servitude, now in new attnc 
and symbols, formed the cabinet and 
assumed the role of power brokers. For a 
while, some soothing noises were made, 
egalitarianism was flaunted, inequality 
and injustice were declared to be fugitives. 
Hut the law of motion of social change 
IS circular. All these slogans faded. The 
lariks t)f rebels still swell in the jungle of 
D.ivov; Ihe militaiy is at bay. The foreign 
military bases are still there and would be 
there till the cows come home. Who would 
otherwise pav $ 500 million a year for 
iheir u.se and .bail out the faltering 
economy? Fvciy day, gossip columns are 
agog with gory stories of disappearing 
F ihpinos. Ficnjamin d ’ I^.aro, a left-wing 
polemicist and lampoonist, was snatched 
away in the very presence of his wife by 
I.SAAF-, a code word tor the military intel¬ 
ligence group, and such abductions are 
mounting Marcoses may have gone lo 
nunnery but a rich haivest of martyrs is 
reaped. And why .should the military base 
be removed? It is a source ot a thriving 
hiisines.s in flesh Some doyen amongst 
the pimps in the adjacent region brazenly 
lold newspaper coi respondents that if the 
bases were removed, the employment 
situation m the region would gravely 
delenoiate. He gave out .some mind- 
boggling figures of his own earnings from 
pimping. 

The whole Philippine society is a con¬ 
tradiction. It IS predominantly a Catholic 
countiy but catholicity is not a virtue. The 
small hut pious clerics doffing the frock 
loin the ranks of the rebels; the beautiful, 
sbv aits' evet-youihful girls become 
strumpeo for lucre and they have their 
rendezvous in offices, hotels and other 
public places A coy woman has become 
a femme fatale. The taxi drivers have 
become depraved. You cannot travel in 
these vehicles without taxi driver’s licence 
and vehicle numbers being noted in a 


diary by a policeman. The line between 
virtue and vice, prayer and pandering, has 
almost disappeared. But vices don't stick 
as there is a Virgin Mary idol in all places 
conveniently situated so that you can 
quietly confess your sins on the way to 
commuting new ones. 

With the society in doldrums, being 
swindled by politicians left and right over 
the years, administrators do not refrain 
Irom boondoggling, cranking out figures. 
A hoity-toity chairman of the planning 
board thundered at the time of the visit 
of the IMF mission that she would allow 
lowering of the economy’s growth rate 
Irom 6.5 per cent to 6 per cent only over 
her dead body and next day went on a 
foreign lunket. It has become a habit 
among bureaucrats to perpetually peri- 
paiatic on one excuse or the other. The 
travel cycle of ihe bureaucrats has become 
similar to the lilc cycle of Solomon 
Cirundy in Ihe nursery rhyme. They leave 
on a loretgn tour on Mo.iday, dine on 
Tuesday, wine on Wednesday, do business 
on Thursday lo leave on Friday for home 
for rest to be fresh to resume the cycle 

While the debate on the growth rate 
goes on - does it not have an echo in our 
ancient land—resources arc frittered away 
on one cock-eyed scheme or the other. 
Now there is a vision of a ‘mini-Marshall 
Plan’. Filipino bureaucrats and politicians 
are sharpening their wits, tuning their ears 
and refurbishing their socialising skills 
They will be on the hunt for new pastures. 
If in the meantime prices rise, inflation 
erodes social values and public misery 
abounds, there is a kindly and matronly 
president, with a mellifluous voice, to 
issue a hokum to Ihe merchants to roll 
back prices and to the industrialists to 
icduce their cost of production. The next 
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day the newspapers go to town announc¬ 
ing that prices have fallen by two pesos 
per kilo. The day after there is a rash of 
social amnesia and nobody talks about 
prices any more. 

So lilc goes on in this sprawling archi¬ 
pelago with hurricanes, deluge and the 
deceptions ol politicians. But the future 
lor the country looks murky. The country 
has lost Its zest and clan, with the corrupt 
.Old debauched leadership entrenched for 
so long. The memories of their great 
heroes, .lo.se Ri/,al and Manual Rosas, aic 
lading Slavery may have overtly gone but 
ihc scars left by different conquerors have 
eaten deep into the vitals ol national pride 
and identity. It is slowly sinking into the 


WITH mote than one million students 
studying outside then home couniries, 
loieign study is a ma|oi lactor in higher 
eiiucaiion worldwide I he very laige 
niajoiity ol foreign students ate trom 
developing nations and they siudy in the 
industrialised nations ol north America 
and Europe. More than half of Ihc world’s 
foreign students are fiom Asia, and ilieir 
proportion is growing. Most of the world’s 
foreign .students arc funded by their 
families or themselves, often at con¬ 
siderable sacrifice. Some countries, 
including Malaysia and Hong Kong, have 
more students studying in universities out¬ 
side theii borders than within the country 
The problem of non-return, which used 
to be called the ‘brain drain’ but which 
IS in reality a much more complicated 
phenomenon, is a concern for many coun¬ 
tries. China, for example, is now worried 
that a significant percentage of the first 
w'ave of students sent abroad may not 
return. The ramifications—academic, 
social, political and economic—of foreign 
study are significant. It is time to take a 
dispassionate look at foreign study. 

It is undeniable that higher education 
has become more international. Research 
done in universities in one country has an 
impact eksewhere. .lournals are circulated 
internationally and interlinked computer 
networks provide immediate communica¬ 
tion world-wide. Scholars are involved in 
international networks and attend con¬ 
ferences. As English has become the inter¬ 


psyche of the people that geographic 
independence is not a correlate of fiecdoni 
from want and decent livelihood with 
honour and dignity. And in that state ol 
mind, they hear the voices ot then con¬ 
sanguineous fraiernily in not-ioo-lai away 
Hawaii which enjoys affluence and 
freedom trom the tyranny ol their fellow 
couniiymcn. What is wrong being one- 
more state in a federal polity, the United 
Stales of America, which giows by 
acquisition? The 1‘hilippines one dav niav 
simply diop out of cartogram as a nation 
state, though us name may continue ii' 
retain the three IN bul with difleicni 
connoialions—pomp, patronage and 


national language of science, it has 
become easiei lor conunumcaiion lo take 
place. An inter national knowledge system 
lias develoficd. facets of this system 
include books and journals, data-bases, 
scientific equipment, and the ’invisible 
college' of schoiais and lescaidicrs in ihe 
various scientific disciplines Foreign 
siudents and scholars arc vei y niueli a pail 
of the inicinational knowledge system 

The system is cliaiacierised by in¬ 
equalities. The fact is that Itie system is 
dominated by the industrialised nations. 
The ideas, piodiicis, book and journals 
and ihe methodologies and orientations 
ol the industrialised rial ions dominate the 
system. The publishers in the west issue 
the vast majority of the world’s scientific 
lilcraturc. More than ninety per cent of 
the world’s R and D expenditures take 
place in ihe industrialised nations 
English, and lo a lesser extent Frerii ft and 
Russian, serve as the major inieniationally 
used scientific languages. The system 
places couniries on the periphery, and this 
includes all ol the developing nations of 
the third world as well as some of the 
smaller European nations, ai a con¬ 
siderable disadvantage. 

Foreign study is very much a part of 
this nexus of inequality. Too often, struc¬ 
tural inequalities are forgotten as people 
of goodwill try to implement programmes 
and formulate policy. Foreign students, 
after all, study the curriculum of the host 
country, in the language of the host coun- 


tiv The policies ol the host couniries 
deieimme the conliguration ol foreign 
study, lor example, wtien the British 
goveinnient laised lees foi toreign 
students, naiions which weic sending 
siudems lo ihe UK had lo reassess iheir 
policies and seveial. including Malaysia, 
cut back on the numbers ot sludciits sent 
to Biitain Hicie is, o( course, an interplay 
ol acium ,ind i-.-aclion, bul in general the 
induslriahscd i-.aiioiis maintain control. 

loreign sludenis and sctiolais uie one 
ol the most impoiiam elements m the 
international knowledge system. They are 
tlte 'curriers' ol knowledge across bordcis. 
roiciRP students learn skills abroad and 
lake ihcni home. I tiev become consumers 
of ssieiitiiic productS'-iouiiials, books, 
cquijimcru and ideas ■ ihcv create a 
‘demand’ at home for these products. 

M hen sludenis giaduaie. they rciurn 
liome vvMli the values .and ideas ihal they 
learned 111 Ihc vvesl Many go lo work for 
western nuilmialion.il tirnis. Fhcy create 
disiing itiici naiional scieiiiilic links, 
l oteign siiidenis also pei foiin inipoitant 
roles while sludvmg abro.id In the United 
Slates, loi t\dm|ilc. Ihcv jitovide key 
sUlUd p- isonnel loi lesearch and leaching 
m liclds stieli as ,oinpiiler scieiiec and 
cngineeniig, whi-it- iheie is .i shoitagc of 
domestic post piidiiale sin dents to fuiic- 
lion a-. lescau li Ol leachmi’assistants In 
a sense, ioieigii eimi-nts jiiovide key 
SCI vices ai km wcigc- 

Maiiv foieign -inih'ils lemain in the 
west and be-.omc imiI ol ihe ‘bramdrain. 
Howc'.ei, ri’ceiil lesearch shows iha. there 
IS .a lomplcs reldiK'iivhip .ii work and 
ih.ii, oliMi, biams .iie iu>i iietnunenily 
drained ( ounirics like hiiwan and South 
Kure.i hiive been sticeessliil in inducing 
inanv o* iheit n.uiomils home aflei years 
v)t woikiiic abiiitid i h.'sc returnees bring 
the skills th.il iIkv h.ive ic.iined and 
apjdied aliroad not onlv in then scientific 
licki bul .ilso 111 Mumapemciit and in 
fnowlcduc ol the mlcii,.!l)on,d nciwork. 
Somciimcs, the iclc.iu.c' <ilso bring 
c.'ipii.i!, acev" to paitiUs and other 
clenicnij wliali lulp in the tst.ibhsliinent 
of high-iech iiidi'sirv 1 ven when foreign 
donuciled v.iciilists dv' not icliiin home, 
Ihcv oflcn vollaboialc wiih colleagues at 
home The miciplay bcwccn ihc Silicon 
Valiev III f'uliloima and the emerging 
compute' soliuaic imhisttv in India i.s 
corisidci.li ic, due lo Ihc woik of Indians 
employed m liic US computer industry. 

Knowledge tiaiistei Cs oik ol the most 
impoitatil asp-cts ol loteign study. 
Knowledge i-. imparted ihmugh the 
loim.tl curncuiuni ol umvcisitics. This 
curiRiiliim IS a weslern eurneulum, based 
on wcsierii concepts and experience. 
Foicign students must ‘irarislaie’ what 
they learn so tliat it is relevant lo their 


passivity. 

Costs and Benefits of Foreign Study 

Philip (i .Altlsaoh 

loreign study has become a major international phenomenon. 

While the tremendous increase in the number ol foreign siudents 
which characterised the 1970s has ended, the number of students 
from Asia going to the industrialised couniries continues to grow. 
The academic, social, political and economic ramifications of 
foreign study are significant. 
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liome countries. There are many examples 

third world prole.ssors teaching from 
textbooks that they used during their 
sojourns abroad, of focusing their 
research on the latest trends in inter¬ 
national science rather than topics of 
direct local relevance. 1 here are, no doubt, 
more cases of forcign-rettimed scholars 
who successfully relate what they learn 
abroad to indigenous problems. The work 
of an agency like the Dewan Bahasa dan 
Pustaka in Malaysia, which fosters the 
preparation ol university textbooks in 
Bahasa Malaysia, is an example of the use 
of ‘international’ knowledge linked to 
local languages and academic require¬ 
ments. Many, perhaps most, Dewan text¬ 
book authors have studied abroad. 

The fastest growing group of foreigners 
on the world’s campuses are foreign 
scholars. These scholars arc not studying 
for academic degrees and their sojourns 
may last from a few weeks to a few years. 
Most are professors in their own countries 
and seek to upgrade their skills They are 
financed from a variety of sources, 
including universities and governments in 
the industrialised nations, home govern¬ 
ments and institutions and individual 
resources. Foreign scholars usually have 
a close relationship with their ‘counter¬ 
part’ at the host institution. The relation¬ 
ships that they build up are important not 
only for learning skills but also for longer 
term institutional arrangements. Lxrng- 
term collaboration can be beneficial for 
both sides, but it can also cement the 
peripheral status of third world univer¬ 
sities. Many academic systems have 
recognised the importance of such 
arrangements. Australia, Singapore and 
Canada all have generous sabbatical 
policies which arc often linked to inter¬ 
national travel. The American, British and 
West German governments all have well 
established programmes to foster scholar¬ 
ly exchanges. Foreign scholars obtain 
research experience. They also learn about 
the academic system in whtch they are 
located. They are likely to be as influenced 
by academic norms and values as they are 
by research findings. For example, resear¬ 
chers found that Chinese academics who 
had worked in the United States were 
strongly influenced by the American 
academic system and wanted to bring 
American practices to China. 

The economics of foreign study is extra¬ 
ordinarily complex It is possible to look 
at the ‘macroeconomics’ and the ‘micro¬ 
economics’ of foreign study. Macro¬ 
economics, which has received the most 
attention, concerns the overall costs of 
foreign study and government and 
academic policies lelating to it. 
Microeconomics relates to the costs to 


individual students and the often severe 
economic difficulties encountered by 
foreign students. Britain’s ‘full fee' 
policies, which stipulate that foreign 
students should pay the full cost of their 
education in Britain, is the most graphic 
example of macroeconomic policy. Similar 
concerns have been raised in Australia and 
Canada. In western Europe, there have not 
been any significant efforts to charge 
foreign students any more than the higlilv 
subsidised fees that domestic students pay. 
It should be noted that France hosts the 
highest proportion ol foreign students 
(more than 10 per cent ol the tot^l student 
population) and there have been no moves 
to charge highei fees New York slate, like 
most of the U.S states, charges a higher 
tuition to anyone not a state resident 
Thus, a student from Calilornia pays the 
same tuition in the public universities as 
one from India. 

The calculation of the cost of foreign 
study is complex. Economist.s have 
pointed out that foreign students add 
significantly to the local economy through 
expenditures for housing, food, books and 
the like. They also point out that the 
actual cost of educating additional lotcign 
students in already existing facilities may 
not be very high. Economic calculations 
for the sociali.st countries of eastern 
Europe are completely different, since all 
foreign students are fully subsidi.sed by the 
host country. The economic costs to the 
‘sending’ countries can be considerable 
For a nation like Malaysia, which has 
more students studying outside the 
country than in if, the costs of sending 
students abroad arc considerable, and 
must be paid in foreign exchange. Added 
to the direct costs of sponsored studeius 
are the indirect costs of expenditures on 
the education of students within Malaysia 
(often through the bachelor’s degree) who 
may not return. A broader issue is 
whether it is more cost effective to invest 
in building very costly academic institu¬ 
tions versus sending students abroad to 
study. Thus, the macroeconomics ol 
foreign study is a highly complex and 
controversial matter. 

There has been very little attention 
given to the microeconomics ol toreign 
study—the impact on students and their 
families. Financing study abroad is very 
dilficult for third world families, yet a 
majority of foreign students are not 
funded iby government or univeisity 
sources. Most privately funded students 
come from well-to-do urban families. Yet, 
there are often difficulties in sending 
foreign exchange of the country, problems 
with unanticipated expenses and the like. 
Students from Iran after the downfall of 
the Shah and from Nigeria after the col¬ 


lapse of oil prices were severe—and these 
two countries moved from among the 
largest ‘sending’ countries to a much more 
modest place. 

Related to economic problems are the 
inevitable problems of individual adjust 
ment that foreign students have. The 
change is dramatic. Third world students 
typically leave a clo.se family for the indi¬ 
vidualised role of a student in the west. 
Noims, values and attitudes are very dif- 
lerent IVpically, third world students find 
It difficult to establish friendships with 
their western compeers The academic 
system is different. l,anguage is often a 
handicap at first Adjustment problems 
are serious and sometimes result in severe 
psychological dislocation. Most students 
survive and complete then degrees. But 

the problems encountered by foreign 
students, including overt racism in many 
instances, should not be underestimated 

In part to assist toreign students and in 
part to handle the administrative details, 
a sub-profession has appeared in the US 
and other majoi host i-ountries. Foreign 
student advisors, visa specialists and 
evaluators ot foreign academic credentials 
are now pait of the staff of many large 
universities. In the US, the National 
Association for I Oicign Students Affairs 
has a menibcrship c l 2(),(XX) .An ancillaiv. 
and sometimes a bit shady, foreign study 
industry has appeared as well. Reciiiit- 
meni tirins promise Asian students a place 
in an .American university, sometimes not 
telling them that an unknown college m 
the wilds ot Oklahoma is not equivalent 
to Harvard Such recruiters help to fill the 
seats of struggling American colleges 
which cannot compete for domestic 
students. English language coaching 
schools are widespread and promise to 
help students pass the all-important 
TOEFL (Test of Ernglish as a Foreign 
Language) test. Indeed, the Educational 
Testing Service, which administers the 
TOEFL, earns a significant income from 
the tests. 

Foreign study has become a major 
international phenomenon. While the 
tremendous increase in the numbers of 
foreign students which characterised the 
1970s has ended, the numbers of students 
from Asia going to the industrialised 
nations lo study continues to grow. 
Foreign study is an important economic, 
political, and of course intellectual and 
academic matter. It behoves everyone 
concerned—policy makers in government 
and universities, the academic community 
and of course students and their families 
—to understand the full ramifications of 
the issues relating to foreign study. Inter¬ 
nationalism in higher education is here to 
stay. 
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REVIEW ARTICLE 


Towards an Art of the People? 

Aparna Mahanta 

Selected Stories by Manik Baiidyopaclhyay; edited and introduced by Malini Bhattacharya; Thema, Calcutta, 1988. 


THE decade of the eighties with its upsurge 
of popular mass movements all ovei the 
country reminds one irresistably of the stir¬ 
ring forties. Forty years have passed but the 
revolutionary movement seems to have stood 
at the same place; the individual actors have 
changed, so have the issues, but the scenario 
remains the same: peasant against landlord, 
starving people versus monev-grubbing 
blackmarketeers and hoarders, workmen 
against hired thugs of corporations, women 
up in arms against centuries old oppression, 
protestors and marchers against the guns of 
the state. Then it was Tfehhaga, THengana, 
itie Bombay docks, now it is the plains of 
Bihar, the hills of Palamau or by the 
Godavari; Arwal, Dalcheck, Meerut, the 
streets of so many small towns. Reading the 
short stories of Mamk Bandyopadhyay, a 
piogre.ssive writer of Bengal m this new 
volumq of his short stories in their English 
translation, brought this point forcibly 
home. 

The setting of most of the short stories 
in this selection is the stormy forties, in 
Bengal particularly, a traumatic period of 
taminc and social and economic crisis 
brought about by colonialism under war 
conditions, against which is set the revolu¬ 
tionary upsurge m the country.side in the 
wake of the Tebhaga movement. Even forty 
years after the original publication the 
stories in this selection are still fresh and liv¬ 
ing, not just because of the very high level 
of Bandyopadhyay’s artistry, but because ol 
the contemporaneity of ih? themes and sub 
jects which arc as relevant today as they were 
forty years ago. The central situation of one 
of the stories ‘Haran's Grandson-in-law’ is 
about the village folk combining to ie.sist the 
arrest of their leader by the (lolice m a night 
raid. It could be happening in any inieiior 
village in Bihai today. Similarly as in ‘Con¬ 
crete’, the employer's machinations against 
the workmen and then solidarity and 
resistance is no uncommon sight in today’s 
cities. 

It is not just the attraction of the subject 
matter that draws the contemporary reader 
to Manik Bandyopadhyay, the similarities in 
the socio-economic political situation of our 
decades so widely divided in time and the 
stage of comparative development, more im¬ 
portantly, it is the question of his response 
to his given reality that really matters. As 
an artist it is his artistic response to the 
trauma and struggle of Che period chat 
merits special attention, and in determining 
which a critical study of his work is es.sen- 
tial. As such the publication of this selec¬ 
tion of his short stories, beautifully trans- 


liikO imo English. e,\(.elltiilly edited, and 
wiili j vciy eoiiipeleiK iniroductioii and a 
etironolOgreal survey (il the author’s nines 
and hleiaiy career noi only introduces 
Manik Baiidvopadhyav to the non-Bengal’, 
reader who ha.s not had ihe sliaiiec to read 
him in the original Bengali, but also provides 
a laseinating pietuie ol a revolutionary ai- 
ti.sl al woik, ii.siiig ideology in a cieaine way. 
forinulaling artistic piiin iples that seive linn 
in cteatiiig niasieiptnis in the an ol the 
short story and also seivc as uispiraiion and 
an example for the .iriist even in our tunes 

Il IS always a riddle liow nines oi greatest 
social crisis and revolulionaiy ujisutgc m- 
'anably eOiiKide with a moiiieni of high 
I italive avhievcinent in the arts ()iie thinks 
of Muashi Picmchaiid, l.u Hsuri in China, 
Maxim (.iorky it is as if Ihe social tensions 
generated m moments ol crisis spur on tiie 
human psyche to the maximum creative 
etioits. Manik Bandyopadhyay also belongs 
to this gioup. His work thrives in pictunrig 
the social com radictioiis and conflicts of his 
time.' It is not a question of being born at 
;h'- right time, i e. a tune when many exciting 
thiiigs are happening, but rather of seizing 
the sha[>c and spun of the lime one happens 
to be born into Manik Bandyopadhyay had 
that spirit and energy, he wa.s always in tune 
with the needs and aspirations ol his times. 
Even in this brief collection of sixteen 
stories, Manik Bandyopadhyay appears as 
a chronicler of the history of his native 
Bengal during that momentous decade. This 
impression is strengthened by the immense 
range of social type and environment in his 
stones from riverine East Bengal with ils 
starving peasants hit by man-made famine, 
impoverished craftsmen and decaying feudal 
types of claustrophobic lower middle class 
life and polyglot workers in a growing 
metropolis. 

Manik Bandyopadhyay became a member 
of tlic Communist Party of India in 1944 
He came to communism through his com- 
miteiit as an artist He had been actively in¬ 
volved in the cultural front, the Anti-fascist 
Wr.ters and Artists Association (AFWAS) 
which had succeeded the Indian Progressive 
Writers Association in 1942, before deciding 
to join the party. While he was active in the 
organisational work of the cultural front, 
these appears also to have been a conscious 
and fruitful attempt to mould his art in line 
with the literary and ideological principles 
that guided the cultural movement as a 
whole. As in the political sphere there was 
the emphasis on grassroots organisation, in 
the cultural front too the slogan may be said 
to have been ‘going to the masses’. There was 


a v.orisciou.s aiiciiipi to draw strength andln- 
vpiiaiion from folk-art, the traditional 
rcpoviiotv ol a people’s cultural life as well 
as to lughliglii themes from the common life. 

I he ediioi asserts that in .selecting.and ar- 
latigmg the suiiies in this anthology she has 
tiled iiui to set up any sharp divide between 
the pa-M.irxisi and Marxist Bandyopadhyay, 
but li led lather "to indicate Ihe elements of 
continuity and development as well as the 
enormous variety of his style in each phase'’. 
But there is no gainsaying the fact that in¬ 
volvement with the parly and particularly 
the cultural activities under its leadership 
does mark a definite change in his attitude 
to his craft. This is seen both in his choice 
ol subject matter as well as in the matter of 
style at different times. 

From his earliest days as a writer Manik 
Bandyopadhyay had been, like Maxim 
Gorky, fascinated with the down-and-outs 
of society, social uulca.sis like Bikhu of 
■prehistoric’ or the thief Madho in ‘Thief 
in addition to the middle class types in a 
decaying teudal .set up. They all formed part 
ol his picture of a disintegrating society. 
Aftci closer acquaintance with the struggling 
masses, more progressive characters began 
to appear in his .stones, the impoverished but 
proud eial'tsman, the peasants of the 
mainsiieain, and the factory workers, so 
often poof-peasants at heart. Side-by-side 
u'lih the chang^ focus of his subject mat¬ 
ter IS a parallel change in style which at¬ 
tempts to m^ve closer to the language and 
idiom of tins section of the populace. 

1 he introduction to the stories draws at¬ 
tention to the change of his style in mid¬ 
stream, “from the formal literary idiom with 
it-s Sadhu verbal forms and preference for 
words closer to Sanskrit (at that time quite 
a lot III use in Bengali fiction) to the collo¬ 
quial kathya idiom”. This change certainly, 
indiLaies a shift in the literary sensibility 
brought about by a sharpened awareness of 
the social process at work in the given situa¬ 
tion, so that he moves from the somewhat 
liteiarv interest in the peripheral issues of 
society to an active engagement with central 
action; fiom those totally alienated from 
their kind to those in the thick of the 
struggle. 

The eat ly stories of Manik Bandyopadhy^i 
are marked by experimentation in style and 
lorm. The story ‘The Clerk’s Wife’ (1940) 
IS an interesting specimen. Here the writer 
contrasts the claustrophobic impact of the 
heroine Sarasi’s surroundings conveyed by 
the ullage of the city, 

the agglomeration of heaps of brick and 

mortar; endless numberless human dwellings 
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stretched in every direction, nowhere any 
limits, nowhere even a chink a breath¬ 
taking, bustimg spectacle oi' abodes, hugging 
each other tightly, root, parapcic and cor¬ 
nices all linked together in an incredible 
continuity (‘The Clerk's Wile') 
with the mad w Itirl ot hei itioughis and sen¬ 
sations, as she flutters like a caged bird in 
the not so-glided coniines ol louer middle 
class eMsleiice Iheliteiars qiuliiy ol llie 
style draws aiiention lo iiscll as mucli as to 
the subject. The convoluted sisle ol stones 
like ‘Replilean’ (19.1d), ' I he Matted loiks 
of Shiva' (1939), though suited, no doubt to 
the subject matter which cnipliasns what ilic 
editor calls the ‘abnormal' in Bengali 
middle-class lilc afflicled by the lorces of 
economic and social decline, also shows this 
sense of strain at times. This manifests iiscif 
in patches of melodiam.iiic wriiing, which 
even in ihe L-nglish translation, leminds one 
irresistably of the ‘jaira' (native opera) style 
This IS true even ol an admii icdly powerful 
early slory like ‘Prehistoiie' (1937) with ns 
quite unnecessary last paragraph, of pstiedo- 
mysticism. 

On the other hand the stories of the late 
forties are remarkably free from experimen¬ 
tation, lucid, even transparent in style, and 
show the firm sclf-cotifidence of one who 
has found his style. In tightness ol form and 
economy of style stories like ‘Craftsman’ 
(1946), ‘Concrete’ (1946), ‘Haren’s 
Grandson-m-Law’ (1948) achieve the assured 
poise of the classics 
It is difficult, m translation, to maintain 
the sharp distinctions of style in the original. 
In the case of Manik Uandyopadhyay the 
sinous, ‘replilean’ prose and rhythyms of the 
earlier stories written in the ‘chaste’ literary 
idiem is well-conveycd in the English transla¬ 
tion; but translations are inadequate to fully 
convey the bite and flavour of the colloquial 
idiom of the later stones, which are written 
in a distinct dialect. The editor has tried her 
best with the help of head-notes to convc*y 
the subtle distinction of meaning in usages 
such as that of the second persons singular, 
but the fiavour is impossible lo reproduce. 
Hence it is difficult to show, with only the 
translation at hand how exactly the pre¬ 
ference for the colloquial style affected 
Bandyopadhyay’s conception of form, 
though it is evident that it was a factor in 
ensuring greater concreteness in presentation 
of situation and expression. 

Early Plrkid 

In this anthology the stories are arranged 
in three distinct series or groups correspon¬ 
ding to phases in the writer’s deselopmenl 
though the stories do not necessarily follow 
a strictly sequential chronology; stories from 
one phase or sequence over-lapping with the 
others. The first major .senes includes the 
stories dealing with the decaying feudal set¬ 
up, whether seen from above through the 
eyes of the impoverished and impotent gen¬ 
try or from below, as seen from the point 
of view of the social ouicastcs, the robbers. 


thiefs and beggars like Bhikhu and Madhu 
the thief, products of land-alienation and 
displacement of those in traditional profes¬ 
sions by colonial policies, Madhu the thief 
for instance had belonged to the milkman 
community, and the endemic famine condi¬ 
tions which ultimately result in the full-scale 
great Bengal Famine of 1943. An integral 
part of this putrescent milieu are the pro¬ 
fiteers and entrepreneurs who thrive on 
misery and deprivation, black-marketeers 
and flesh-traders like Banamali of 'Reptilean', 
Ghanasyam of 'Yesterday, Today and the 
Day After’, and Kalachand of ‘The Sample’ 
Strangely enough, and this seems one of Ihe 
major lapses ot this otherwi.se excellent selec¬ 
tion, the editor has made no refctcnce lo the 
mode of satire which marks the stories ol 
this phase The ‘replilean’ Banamali, the in¬ 
cestuous menage of 'The Matted l.ocks of 
Shiva’, the lizard-like Nirmalendu and his 
equally hoiiiblc girl friend Madhabi in 
‘World, Flesh and Family Bliss’, even Madhu 
the thief, are painted with the brush of satire. 
Satire gives a negative picture, but it need 
not imply a negative v ision of life particular¬ 
ly when it is allied with humour. To em¬ 
phasise this aspect of Bandyopadhyay's an 
would not diminish his image as seiious 
revolutionary writer and would lather add 
to the impression of the multi-dimensionality 
of his art, particularly as he had apparcnily 
kept up this strain till the end. 

The very early story ‘Prehistoric’ (1937) 
is in a class of its own and is justly famous 
for its power in depicting the dregs of a 
dying stK'iety animated by an over-powering 
instinct for survival. The sub-human ex¬ 
istence of Bhikhu and hi.s friends, fuelled by 
the most primitive of appetites and desires, 
driven by the forces of law and organised 
society to the fellowship of the beasts and 
reptiles in their watery jungle habitat of 
deltaic east Bengal, is magnificently brought 
to life in this story. Yet this seemingly sor¬ 
did story of murder and animal-like lust is 
illumined by the powerful beacon of Bhikhu’s 
will to survive. He emerges as the most 
unlikely symbol of the people’s will and 
struggle for sheer survival against the ele¬ 
mental forces repre.scntcd hero by indifferent 
nature and man’s inhumanity. Bhikhu is 
driven to the extreme edge of inhumanity 
without, paradoxically, losing his basic 
humanity in the narrowest sense of the term. 
Indeed the story calls mto question the very 
concepts of humanity and inhumanity Or 
the message seems to be that In an inhuman 
society one can only survive by being in¬ 
human, and indeed one can preserve the 
hope ot being really human only by surviv¬ 
ing in the first place and, as millions of 
Indian j can tell. Ihe art of survival is one 
that demands a high degree of skill and 
determination, and is indeed the only art 
practicised by many. It needs an arti.st like 
Bandyopadhyay to appreciate the skills of 
a practitioner of this most basic of arts. It 
is to be noted that the younger Manik, in 
the .studied ammorality of his approach is 


able to avoid both the extremes of cloying 
sentimentality and futile cynicism with 
which a more conventional writer would 
have treated the theme. It is the humanity 
of his approach that makes this an outstan¬ 
ding story despite its difficult subject. 

THE Great Famine 

The great famine of 1943 seems to have 
cured Manik Bandyopadhyay of his rather 
romantic and literary approach to the pro¬ 
blems of the downs-and-outs by bringing 
him face-to-face with the statk realities of 
mass hunger and death. The individual 
travails of the stray Bhikhus and Madhus is 
lost in the sheer immensity of the human 
problem involved. From the contemplation, 
almost clinical at times, of the manifesta¬ 
tions of social disease and abnormalities of 
individuals and families the writer is drawn 
to an analysis, of the underlying causes i>( 
the malaise, for it was pretty obvious that 
this (amine was meii-made, there was food 
all aiuuiid but the jveasants were dying. That 
this analysis cannot be easy, particularly in 
leims ol translation into living concrete ini 
ages hardly needs to be mentioned. The 
handful o( stories here written against the 
background of the famine, show this grop 
ing, uncertain quality The sheer passivities 
of (he dying pcavani masses seem to have 
struck Bandyopadhyay and he has tried to 
find an acceptable reason for this fatalistic 
passivity m the story ‘Why Didn’t They 
Snatch and Eat’ wnicli was apparently based 
on a remark attributed to Nehru on the 
situation. The author's uncertainly is ref¬ 
lected in the experimental narrative form 
chosen in Ihe story, an unseen city visitor, 
evidently the author himself, confronted by 
an uninterrupted monologue from a pea-sani- 
turned-bandit convict, who was one of tho.se 
who did ‘snatch and eat’. It is Jogi the ex- 
bandn's argument that is presented in the 
story. 

T he overall situation during the famine is 
to racking for passion or anger, the cold ob¬ 
jectivity of the author standing out against 
the pathetic situations and characters in 
story after story, the young women gone 
astray prodded by maddening hunger, or 
sold by god-fearing Brahman fathers to 
speculators in human flesh, as in stories like 
‘Today, Tomorrow and the Day After’ (1946) 
and ‘A Sample’ (1946). Yet even in this stark 
portrayal the seeds of the deeper insights of 
the future can be seen. In the former story 
a poor peasant accepts his erring wife back 
only to be brought to trial by the speculator 
Ghanasyam, who, as it turns out later, has 
a very personal monetary stake in preventing 
erring women from being taken back by their 
families. 

The high point of the story is the scene 
of the village trial. The fading embers of a 
common humanity, unextinguished by the 
horrible indifference of body and soul in¬ 
duced by slow starvation, is fanned into a 
glow which momentarily illuminates the 
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gloom around. All, in the commonality of 
iheii suffering rally round the fallen wife— 
B?namali, frantic, fruitlessly searching foi 
a wife similarly enticed away, Ciiri the village 
girl tui lied prostitute who lies to save Nukta 
ihc erring wile are all pait ol the scene. 

Someone said in an aside, “No one came 
loiward then to help her", Kanai had lost his 
three sons and two daughters in distant pans, 
and had returned to the village wnh only his 
wife and eldest daughler-iii law. He used to 
say that the three of them clung to lift with 
the tenacity of catfish, they wouldn't he killed 
off easily. He was .seen to stand up, tremb¬ 
ling all over, with a strange expression of 
distraction and excitement on his lace. His 
words were wandering, “The girl’s come back 
alive, how did that happen if God wasn't with 
her’’ Would (iod have saved her, now she's 
come back from the dead That means thoie 
is a God" 

No one laughed. The sudden arrival ol 
God in the assembly aroused in many minds 
a curious iniercsi similar to [hat produced 
by .Shankar's uninvited presence I'Yeslerday. 
fomorrow and the Day Aliei’) 

It is the interlinking of relations, feelings 
and motives within the little community that 
provide the central Interest of the story. 
Someone had come forward to help. Il had 
been Ghanasyam, now the chief accuser, 
who^iad come with the offer of milk for the 
starving child, which had later died, and the 
lesi had followed. This crslwhile close-knit 
community is now divided by selfish, mone 
i.irv irueresis which sets Ghanasyam and 
Dutia Babu apart from the rest, and yet, on 
another level, more closc-knit than ever with 
,1 solidarity born of common suflenng, Hven 
indilTcient God is an intruder heic like 
Shankar the social woikcr who belongs lo 
another world 

The stories of this phase like those ot the 
earlier one are distinguished by a critical 
objectivity. Exposure of the inhumanity in 
society seems the primary objective. A fre¬ 
quent image in these earlier stories is the 
animal, and precisely the repiileaii which in¬ 
deed IS the title ol the longesi story m the 
collection. The repressed Sarasi in ‘The 
Clerk’s Wife’ gives her lale-bearing sisiei in¬ 
law a longue lashing, ihe effect being like 
that of an innocuous snake which begins to 
hiss like the cobra. Nirmalendu’s seduction 
of the poor man Raghab’s wife in ‘World, 
Flesh and Family Bliss’ is as.sociaied with the 
stinking rotting corpse of a rat mixed up 
with the .smell of a scented, silken handker¬ 
chief, the classic symbol of seduction. The 
fren/ied, abandoned dance of the repressed 
clerk’s wife on ihe root of hei lenemeni 
building IS coiinierpointed by llic scream ol 
a circling kite above m the sky, The reptile 
and wild beast-infested swamp existence of 
Bhfkhu in ‘Prehistoric’ is an exact commen¬ 
tary on his spiritual condilion 1 he aptly 
named ‘Reptilean’ draws specific uitcniion 
to the beast-infested Sunderbans whose 
denizens are nothing in terms ol bestial lust 
and stony cruelty to the polite middle class 
inhabitants of stately mansions. The fre¬ 
quency of the beast image in modern 


literature most notably in Kafka and also in 
the early poetry of Brecht points to a shared 
perception of the dehumanising role of 
capital in modern society 

MARKIM PlIASt 

It IS howevei the tinal oi the Marxist 
phase of Bandyopadhyay’s writing career 
that IS of major interest. Even if he had wril- 
len only the earlier stories given in thi.s an¬ 
thology his place as an importanl writer in 
the modern realist tradition of literature 
would have been assured. But il is the group 
ot stones in the final part of the anthology 
that .shows him breaking new giouiid in 
terms of the form and style of the short 
story. Apart from the fact that he joined the 
Communist Parly in 1944 and was still ac- 
tivtlv involved with it in the late forties when 
It was banned, no othei facts ol his life as 
a communist can be gleaned from this briel 
collection Not that it is very necessary as 
he was so completely the artist, the dedicated 
craftsman, and all that, for the moment, we 
need to know ol his commitment to Maix- 
ism, as apart from his commitment lo the 
party can be found in his stories if one looks 
for It. Theie is the illuminating little mci- 
deiit relerred to in the head-note lo one of 
the stones. He was exhorted to go to a cer¬ 
tain place where the parly was heing sub- 
lected to repression to go at least as a com- 
niunisi il not as a wrilei In the event 
Bandyopadhyay went as a writer: his imagi¬ 
nation, and his feelings on the occasion, find 
exprtssion in a well known story, ‘The 
Travellers lo Cholo Bokulpur’. 

How he came to Marxism does not matter, 
what matters is how he used Marxism as a 
tool for understanding and transforming 
reality In Ihc introduction the editor 
ddibciaiely leaves out ol the discussion 
terms like ‘ciitical realism’ and ‘socialist 
realism' There is jiislificauon for this stand 
in that the usage of the terms immediately 
bungs in ihc question of influences par¬ 
ticularly that ol the main proponent of 
'socialist realisfti' Gorky with whom indeed 
as a wilier Manik Bandyopadhyay had a 
gieal deal of alliiiily. That influences were 
at work, there can be little doubt, but the 
point to emphasise is that Bandyopadhyay 
was building up an indigenous tradition 
firmly based on the reality of the Indian 
situation and the stage ol its progress, which 
was lar indeed trom the Russia of Gorky. 
Without recourse to these let ms how then 
dii we locale the Marxist clement in Ihc 
willing of Marnk Bandyopadhyay, how 
specify Ihc undoubtedly political content 
and style of the undoubtedly political stones 
ol this phase like ‘Craftsman’, ‘Concrete’. 
‘Haren's Grandson-in-Law’? 

For me Ihe transition point between Ihc 
early Mamk Bandyopadhyay and the Marx¬ 
ist viTiter is the moment when the nemes and 
hertunes of his short stories turn from be¬ 
ing '.he passive objects of history lo being 
the active agents, the subjects of history. The 
unconscious insiruciive will to survival 


manifested in the Bhikhu, Mudhus, Muktas 
and Gin’s crawling towards the light 
becomes a conscious, articulated determina¬ 
tion to fight and win that make heroic types 
ol men like Moina’s mother in ‘Haren’s 
Grandson-in Law’, Madan the weaver in 
‘Vrallsmar’, Kaghu in ’Concrete’. The 
essence of Marxism as a revolutionary 
philosophy appears to me to be contained 
in the last theses of the famous Theses on 
Fcurbach, “The philosophers have only in- 
tei preled the world in various ways; the point 
however, is to change it.” In his later stories 
Mamk Bandyopadhyay boldiy locates the 
moving spirit of history amongst the toiling 
peasants fighting to keep their share of the 
grain, the craftsmen resisting the loss of 
livelihood and dignity and the industrial 
workers combining to re.sist the unscru¬ 
pulous trickery of rapacious employers. 

I think what Marxism really gave Manik 
Bandvopadhyay, and which indeed is the 
source ot his powci as a wi iter, is faith in 
the people. The cliaiacters in his early stories 
are passive, “the victims” of feudal exploita¬ 
tion OI their t>wn neurosis brought on by 
twisted desires and repressions in an ex¬ 
ploitative society. These never have the will 
to aci, thev drift along with time and tide 
nuising then individual neuroses and 
frustrations and, in the case of the quite 
moving ‘Burnt TUmeric’, their collective 
neurosis. A good number of idiots and sub- 
noimal characters appear in the early stories. 
As against this the characters in the later 
stories are moved to vigorous self-activity, 
making choices, acting decisively, proud of 
their strength, skill and wits as complete 
human beings, resisting all efforts to 
dehumanise them. 

'Ihercfore, even if one does not refer to 
terms like ‘socialist’ and ‘critical realism’, of 
which the former at least has got identified 
with the most mechanical type of dogmatism 
and slogan mongering, it is necessary to 
define the exact quality of Manik Bandyo- 
padhyav’s ‘realism’ How are we, for instance, 
lo distinguish between the ‘realism’ of the 
earlier stories and that of Ihe later, or even 
the 'romanticism' ot the earlier stories with 
iht ‘roniaiilici.sm’ of Ihe later stories. Are 
they qualitatively the same thing'' it would 
be doing an injustice to Manik Bandyo¬ 
padhyay to suggest that the realism of 
‘Prehistoric’, great as it is. is of the same kind 
as that of ‘Haren’s Grandson-in-Iaw’ or for 
that matter the romanticism that appears in 
both stories. Realism does not consist only 
in showing things as they are in all their com¬ 
plex interlinking of rclaiioiis, though that is 
one type of realism It means drawing at- 
leiilinn to the movement within the relation¬ 
ship and identifying its direction. Il is a ques¬ 
tion ot the wriicr's sympathies and perspcc- 
live whether he sees the movement as down¬ 
ward Ol upward Realism consists thus in not 
jiisi showing things as they are or have been 
bui also as, and this is imporiant. not as they 
should be, but as they w ill be. That all great 
art is a revelation, an illumination of the 
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e<>iieniial nature of thmi?', anil of humanity, 
is a truism that goes wuhout saying. Ii is the 
quality and nature of the illumination vshich 
determines the kind of leah.sm, whethei it 
is for darkneis or light Maiitk Bandyo- 
padhyay's realism is shaped and coloured by 
his Mar.xism and his faith ip humankind’s 
progress tosvards a better and more humane 
society. Whether it is described as socialist, 
Marxist or humamsl realism, docs not, really 
matter. 

; From this standpoint the stories in the last 
section of the anthology stand out. both in 
taking a stand which is in the final analysis 
deeply political in that it implies a cettair 
way of thinking about the real nature of 
social relations and a commitment to a cer¬ 
tain mode of action, but also display a 
highly polished craftsinaiisliip, m presenttng 
situations unique yet rcprcscniaiive, 
characters archetypal yet shat ply indivi 
dualised and delineated and language icisc, 
economical and expiessive 

As a literary mode the short sloiy 
demands a great deal ot compression that 
at its worst can give the appeaiance ol 
schematisation and at ns best appioach the 
suggestive and lyrical quality of poetiy Par- 
ticuarly in a writer niolivalcd by ideological 
considerations the teiiHUalions towaids a 
schematic appioach are great. But Manik 
Bandyopadhyay's sensitiveness to the natuie 
of his material and close attention to the 
smallest suggestive detail in his stones 
precludes such lap.ses. I&ke a story like 
‘Haran’s Grandson-in-l,aw’ The typical 
village milieu of nuid-and-bainboo huts, 
winding dusty lanes, fish ponds arc switily 
sketched m. It is night, the mcniolk are in 
exhausted slumbei aftei three days and 
nights of continuous harvest ing so as to get 
the grain in before the landlords’ men ap¬ 
pear, the womenfolk keeping guard with 
counch shell. The night diama begins with 
the arrival of the police on a raid The whole 
village acts as one collcelive entity fo’r the 
common cause, the concealment ot Ihcir 
leader. Every touch is iiisi right, evoking the 
exact shade of character and response within 
the given .set-up, Moina’s mother’s quick¬ 
witted invention, the bawdy exchange with 
the pugnacious and thick-headed Gaiir 
Shahu which ends with a groan like "the last 
croak of a frog caught in the jaws of a 
snake”, as he is squashed by someone more 
alert to the developing situation, the shout 
of Gaur, “we will not let you search the 
house”, which is taken up by two hundred 
voices, Moina’s winsome dcmuiencss, the 
deaf. Harcn oblivious to all that is going on, 
Mondal’s reluctance to enter the bedrom and 
so on. Taken together these innumeiablc 
details build up a scene palpitating with life 
as the light shifts from person to person bin¬ 
ding them together in the shared expertcnce 
of the moment. 

j The story develops with the arrival the 

f next day of Moina’s real son-in-law, full ot 
the righteous fury of the injured husband. 
The situation is treated with real tenderness 
as the obtuse son-in-taw too turns around. 


the turning point coming when he enquires 
about his arrested brother-in-law for the first 
time since his arrival. There is a beautiful 
moment when Moina’s mother, who had led 
the village women is chasing the police out 
of the village, who had, only the previous 
night, brilliantly outwitted the police, and 
who just then is returning after borrow ing 
foodsiufls from neighbours to feed her in¬ 
transigent son-in-law, breaks down, “Moina’s 
mother stood outside the hut leaning against 
the betelnut tree. Tears filled her eyes. It was 
possible to fight with the landlord, the in¬ 
spector and the police, but one could not 
light with a foolish brute ol a son-in-law” 
(Haren’s Grandson-in-law). 

Moina’s mother’s whole woricf is contain¬ 
ed in this brief vignette, the weary round of 
her day-to-day struggles at home and out¬ 
side, her indom liability as a leader heighten¬ 
ed by this glimpse of her human weakness. 

The climax of the story consists ol a 
repetition of the pievious niglit’s scene, only 
this time the real son-in-law is present The 
police have come that night lot vengeance 
for the previous night's humiliation, they 
have already arrested Moina’s son. The 
leader ot the police Manmatha, his appetite 
whetted by the piex ious night’s sight of the 
nubile new btide Moina now- reaches out to 
paw het with the insolence of familiarity 
given by'a rcjicat preformancc. But this time 
the angry glances of her brother and the sup¬ 
posed husband is replaced by the out-raged 
anger of the teal husband who has forgot¬ 
ten his imaginary hurt. .Moina’s mother is 
silent, her part is over. The whole scene is 
drawn with wonderful economy, which 
achieves suggestiveness and force with the 
minimum of words. The poetry is inherent 
in the situation itself and is not a matter of 
words alone. The emotional weight of the 
whole story is in the penultimate paragraph, 
which, starting with a bare, matter-of-fact 
narrative tone ends with a poetic flourish. 
When Manmatha set out. after arresting 
everyone in t he house, including old f laran, 
he saw that there was quite a crowd outside 
It was not as large as on the previous night, 
but more came running from all the diiee- 
lions Fverv minute the numbers increased 
Alter going past Mathur’s house and the 
pond they could proceed no further A huge 
crowd, about seven or eight times more than 
on the previous night, blocked the way. It was 
not late at night. People had gathered not 
only from that village, hut from the 
neighbouring villages as well. Manmatha had 
not expected Ihi.s. He could have understood 
if It had been for Mondal. But people had 
rushed to the rescue from all the villages 
around iust for Harcn and his family. It was 
a sea of hunianits. It was m>t possible lo fight 
agaigsl the storm tossed wuves of this sea 
(‘Ha en's Grandson-in-l^w’). 

■fhe commonplace scene is transformed. 
A totally new element has been introduced. 
Earlier it was the newly-.iroused political 
consciousness, in rousing v hich Mondal had 
been instrumental, that hid determined the 
villager’s responses, the hurriedly snatched 
weapon.s, the hasty assemblage, the deter¬ 


mination to save the ‘prestige' of the village 
by not allowing the ‘leader’ to be arrested. 
This consciousness is articulated most clear¬ 
ly by Moina’s mother who is evidently a 
natural leader. She acts, fully awa^e of all 
the consequences, drawing on her native 
wits, sharpened by a life of improvisations, 
holding life together On the second occa¬ 
sion she is silent Now the motive force of 
the whole scene is different, it is something 
more elemental It is the force that moves 
mountains, that creates a revolutionary up¬ 
surge. It IS the spontaneous exhaltation of 
solidarity of a people atteiiipiing to build 
a new world. Now iiu people are moved by 
a collective will that is the sum of the in¬ 
dividual will of the Moina’s mother’s and 
Gaur’s This lime the villagers are not sav¬ 
ing their leader, they are saving themselves 
Deal old Haran, oblivious to all but the loss 
of his beloved grandson and his family arc 
now the people It is this profoundest of 
revelations, not just of the ’!’ ot bourgeois 
fiction, but of the collective consciousness 
and will, the ‘T in the ’we’ and the ‘we’ in 
the ‘T lliat gives this passage an eptphamc 
character. I he term celebration can be used 
here in the sense of Mao's well known sav¬ 
ing that revolution is the festival ot the 
masses. I'his is a moment of consecration 
such as life and literature are always striv¬ 
ing towards. At such moments the meaning 
of the term ‘catharsis’ is juslilicd It is a 
cleansing, a purilicalion, as one’s self is 
washed in the purest of human emotions- 
love There is a reaffirmation ol esscniial 
humanity which the bestial world, repre¬ 
sented here by Manmatha the policeman 
wielding the state power against innocent 
people (how contempoiary') and by the dead 
weight of feudal custom and usage which 
sends the i(On-in-law scurring to accuse his 
wife of mlidelity, cannot destroy or even 
suppress for long. 

The magnificent economy of style is car¬ 
ried on to the last passage which links the 
generations m their travails and joint hopes, 
nincty-ycar-old Haran bemoaning the, to 
him inexplicable, absence of his grandson 
and the wife wiping the blood from off her 
husband’s body, a symbolical re-tying of the 
marriage knot in a new fellowship whence 
the generations will spring. 

What is being attempted here is.the loca¬ 
tion of the political content in a given piece 
of literature at a point beyond any overt 
political message which a member of a 
political party, especially a Marxist may wish 
to give. It is the difference it seems between 
the letter and spirit when the message rises 
irresisiably from the finished piece The fu¬ 
sion of subject matter with artistic form to 
illuminate the idea is seen again in ‘The 
Craftsman’. This story is not set against the 
background of any organised struggle as the 
Tcbhaga movement of ‘Haran’s Grandson- 
in-Law’. Rather it shows the emergence of 
a new class consciousness and its gradual ar¬ 
ticulation through the character of Madan 
the-weaver in the central role. This articula¬ 
tion is not in terms of any political language 
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or ideas but is rather a felt response arising 
out of the interweaving of actual living rela¬ 
tionships between Madan and the people 
around him. 

Artistically the reiteration of the phrase 
"The day Madan the weaver weaves towels . " 
at crucial points of the narrative binds the 
many elements of the story tightly together 
It brings the wily operator Bhuban who is 
attempting to pressure the weavers Into con¬ 
frontation with Gagan’s wife and the others, 
l-or Bhuban the phrase only suggests the 
troublesome pride of Madan who is spoiling 
his schemes and whom he refers to as “a 
whimsical, obstinate fellow” but for GagaiVs 
wife and other women in the weaver’s colony 
It IS an expression of their pride and faith 
in Madan whom they have set up as an ex¬ 
ample to their weaker menfolk. For Madan 
him.self the phrase is the yardstick of his self- 
estimation and his justiTiable pride m his 
craft and also of the values he upholds in 
his community When he momentarily 
wavers in his resolution under extreme 
pressutc it helps him to regain his balance 
When the phrase recurs for the last time at 
the end of the story this time more forcibly 
as "The day Madan the weaver breaks his 
word ” the whole emotional weight of its 
usage in the preceding contexts, indicative 
ol the pressures applied to the weavers in- 
sluding Madan, the collective resistence to 
these pressures, the universal faith in Madan 
and his word. Madan's fellow feeling with 
the weavers, is behind it and gives it a mov¬ 
ing force. It IS again an epiphanal moment, 
irradiated with the light of a new revelation. 
It IS not just the fact of weaving or not weav¬ 
ing towel.s and all that it implies of wage 
slavery, loss of pride in craftsmanship, it is 
the underlying bond of solidarity in the 
common struggle that unites Madan, the 
sharp-tongued wife of Gagan, Ghola and the 
other weavers. Madan’s mdividuali.5tic pride 
in his own craftsmanship melts into his con¬ 
sciousness that this has never, and will never, 
exist in isolation, and that his fate and his 
very existence is bound up with that ol his 
fellows. A similar process can be observed 
in ’Concrete’ when the young worker Raghu 
lushes to his comrades after his discovery 
of the perfidy of his employers. 

The humanist content in the realism of 
Manik Bandyopadhyay’s later stories is thus 
bound up with a conception of politics that 
gives primacy to the self-realisation and self- 
action of the masses in the political strug¬ 
gle. This is entirely in line with the political 
line then being followed by the Communist 
Party of India and which inspired the 
political movements in Bengal and Andhra 
Pradesh. Basic to these movements was the 
conception of the masses taken in a rather 
broad sense of peasants, workers and anti- 
feudal lower middle classes as a creative 
revolutionary force. Whatever the rightness 
or wrongness of this ideological line it is 
clear that it led Manik Bandyopadhyay to 
locate the centre of the action in the 
emergent consciousness of a people demora¬ 


lised and weakened by the first impact of 
colonialism and capitalist ptoccsscs, and 
this, not as a result of any alien ideas but 
of the rediscovery of the native sticngtli of 
a people snuggling for self-iealisation Ai- 
listically the the presence of a strong cen¬ 
tral focus helps towards economy ol pi even 
ration For invlancc, b\ focusing on the per¬ 
sonal conflict ol Madan, the weavci, the 
writer is able to bring to alignment the 
landk'rd’s familv who no loiigei pationise 
the traditional craft, and ihc sliminess of the 
middle-man with hiv niisiress from tlie 
wcaver community, putting them in then 
proper places in terms ol the ongoing pio- 
cesses of change within the coinnumity At 
the same time details like Ihc linclv woven 
but now tattcicd sari worn bv Madan's wife 
when going to ihe landlord’s house to beg 
for orders suggests the innate beauty and 
dignity of Madan’s way ol life (it had been 
woven by Madan Inmself loi Ins wedding), 
now being threatened bv the eineiging lorces 
of capitalism. One can go on with examples 
of this kind ol itch suggestivcncss in Ihe 
stories 

Ol course, in anv collection there is bound 
to be unevenness in the tinaliliev of ilic 
stories selected; aftei al! la-.le- differ and llns 
IS presented as a lepresenlalive sample ra’her 
than the best of Manik Bandyopadhyay As 
to the qualities of the translations so fai as 
taithfulncsx to the original idiom and tongue 
IS concerned it is dilficiill to comnienl, pai- 
licularly as Manik Bandyopadhyay is noteil 
foi his difficult expressions dr.nwn from un 


familiar colloquial usages Rut translation 
loo IS an art, and need not, I think, send us 
unvariably to check Ihe original though it 
may whet our appciiie for it. Whether it is 
the fact that he has chosen the best stories 
of the lot Ol ihc qiialily of his translation, 
Subiata Bandvopadhyay is to be congratu¬ 
lated lor his tine leiidcrings of 'Haran’s 
Grandson in 1 aw’ and ‘t lattsman’. Some of 
the other stones, paiticularly Ihc one dealing 
with llie famine were less sans lying, ixtssibly 
because Ihev are in the less diieci and more 
convoluted cai her style of Bandyopadhyay. 
■At the same time the much lauded 'Travellers 
to C'holo Bakulpui’ tails to make as much 
ol an impact as was expected possibly 
because ot the I'anslaiion Or is it because 
leprcssion is aesthetically less pleasing than 
lesistancc'.’ I'hough possibly, non-Marxist 
aesthetics would have it the otlicr way round. 

It would be presumptuous to claim to 
imdeistand .Manik Bandyopadhyay on the 
basis of this small selection, and possibly 
belter avquainuincc with the full range of 
Manik Bandyopadhyay would correct many 
ol Ihe assuinpiioiis and may even cliange the 
perspective on Ins work as a whole. One 
particularly looks forvvaiU to translations of 
his novels iii re.illy grasp the special nature, 
of Bandyojsadhyay’s art But the impression 
given by this selection ol Manik Ban- 
dyop.wihvay as one of the leaders in m- 
Iiodiicing a more humane realism into the 
Indian tradition is not likely to be changed 
by fiiillici acquiantancc with Mailik 
Baiulyopadtiy,iy’s an 
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SPECIAL ARTICLES 


Regional Imbalances and National Question 

in Pakistan 

Some Indications 

S Akbar Zaidi 

The Nalionul Question has becoaie the most important political question in Pakistan today. Both liberal and 
riyht winn sections are aware of the problem but treat the question differently. Unfortunately, the economic reasons 
for the issue which has joundpolitical expression have been largely ignored. This paper is an attempt to examine 
the economic and social base ol the problem 


THERE is little disagreement over the fact 
that the National Question has become the 
most important political question in 
Pakistan today.' The term ‘national ques. 
tion', or the problems of nationalities, may 
imply that it is only the left on the 
ideological spectrum which is involved in 
this debate, but that is not so. Both liberal 
and right wing sections of society are also 
aware of the problem and its magnitude but 
they, naturally, treat the question differently. 
For example, the middle of the road liberal 
political parties accept the fact that there is 
some regional inequality in the country, but 
their units of analysis are limited to the pro¬ 
vinces, and thus their solutions are also for¬ 
mulated in that framework. Essentially, they 
demand greater provincial autonomy and 
have lately, under the banner of the Move¬ 
ment for the Restoration of Democracy 
(MRD), put forward the formula that the 
centre should have control only over com¬ 
munications, defence, trade and the circula¬ 
tion of money. The rest of the affairs of the 
state should be delegated to the four pro¬ 
vinces who will devise their own policy 
according to their own specific needs. 

Amongst the right wing of the political 
ideology in Pakistan, there are two different 
approaches to the question of nationalities 
in the country. As Babar All [1986, 1987a] 
has rightly pointed out, the right wing 
representatives of the smaller nationalities 
and those of the dominant nation, have been 
involved in the debate. For the right wing of 
the smaller nationalities, this nationalism, 
or chauvinistic nationalism, has meant, in 
some cases, the demand for the total libera¬ 
tion of their people from the present unity 
of Pakistan./These members of the right seek 
only independence from the dominant 
nationality and arc unwilling to change the 
social relationiy of production within their 
own boundaries. The right wing of the 
dominant nation, i e, the Punjabis, see the 
problem as the 4ismtegration of Pakistan 
and are thus putting forward the formula for 
peace and harmony to build ‘national unity’. 
It is their clear-cut interest to stay in the 
present structure of Pakistan as this benefits 
them economically and politically. Their 
scholars are certainly worried about the state 


of affairs and without any exception, their 
press IS filled daily, with articles on national 
integration and books are being written with 
great speed to explain their viewpoint. Not 
only are the scholars, academicians, intellec¬ 
tuals and journalists of the right concerned 
about the ‘secessionist’ movements, but even 
the president organised a hurriedly put 
together convention of scholars in December 
1986 to discuss the problem. The ruling class 
is quite worried that they may loose a further 
chunk of Pakistan and other provinces may 
follow the example of East F*akistan and 
achieve liberation. Their prescriptions, 
unfortunately, have not touched upon the 
material basis of the discontent in the 
‘oppressed’ areas of the country. They simply 
use the emotional blackmail of Islam and 
I’akistan and keep harping on the tune that 
“Pakistan was created by Muslims for 
Muslims and that we are all Pakistanis 
mainly because we are all Muslims and thus 
we arc one nation, and thus we must live 
together as one country and nation”. [Ali, 
B 1986 p 1988.] 

After the separation of East Pakistan in 
1971, there have been at least two ‘national’ 
uprisings in Pakistan where the people of 
one nationality have risen up against the 
centre. From 1973 to 1977 there was guer¬ 
rilla struggle waged by some Baluchi 
nationalist adventurists against the centre; 
in 1983 the Interior of Sind province 
launched a militant struggle against the 
centre, as it did again briefly in 1986; the 
Pakhtuns have had a national consciousness 
for many years before partition in 1947, and 
since 1979 after the Saur Revolution in 
Afghanistan, the left nationalist forces have 
found a useful ally in their struggle against 
a dominant centre. 

These political manifestations of ‘national 
exploitation’ have been written on by many 
scholars of the left [Feroz Ahmed 1972, 
1975, 1983, 1984a, 1984b. 1985; Aijaz 
Ahmed 1975, 1984; Babar Ali 1986, 1987] 
of the middle [K B Sayeed 1980; Mirza 
t986]and one of the right [,Sayed 1944; Isiar 
Ahmed 1986, 1987], However, an un¬ 
fortunate development has taken place 
during this process. The economic reasons 
for the problem which has found its political 


expression have been greatly ignored. Thus, 
there are no political works based on a com¬ 
parison of the economic differences in the 
various regions in the country. Amongst the 
scholars named above, alongwith some 
others, there have been some works which 
look at the socio-economy of a particular 
orovince in varying detail [Feroz Ahmed on 
Sind (1984, 1985), on the NWFP (1984); 
Mahmud Mirza on Sind (1986); Gunkovsky 
on the NWFP(1984); Aijaz Ahmad on 
Baluchistan (1975); Akbar Ahmed on the 
Pakhtuns (1980)]. But, there is yet to be a 
study which in some way compares the 
economic situation in all the provinces and 
then reaches some political conclusions. This 
paper, despite some shortcomings (see 
following sections) will attempt to do that. 

At this juncture, it is important to clarify 
a notion which may lead to a fair amount 
of confusion. When one talks about national 
oppression, where one nationality dominates 
the others, in no way does one ignore or 
overlook the more basic exploitation of 
classes. The exploitation of the smaller 
nationalities in no way negates the existence 
of the class question. This exploitation of 
the nationalities is itself part of the class 
question and is maintained by class alliances 
between the dominant classes of all the 
nationalities, whether dominant or dominat¬ 
ing. Thus along with national oppression 
and exploitation, there is always class 
oppression and exploitation present. But, the 
smaller nationalities in the political set-up 
of Pakistan, unlike the dominant nationality, 
face a two -fold exploitation. For example, 
Sind may be said to be exploited by the 
centre and Punjab, but within Sind, the 
feudal and other exploitative classes further 
exploit the peasants, workers, etc. The 
Punjabi working class and the peasants, 
however, are dominated essentially by 
members of their own nationality. In this 
particular paper an attempt will be made to 
focus at regional or national exploitation 
within the existing given paradigm of class 
and class alliances in Pakistan today. 

There have been three published studies 
to date, which have looked at some form of 
regional imbalances in the cases of economic 
and social indicators. The first study of this 
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kind after the independence of Bangladesh 
in 1971. was conducted by Naved Hamid and 
Akmal Hussain 11974] at a time when 
regional (cither provincial or district level) 
comparisons were unheard of and the coun¬ 
try was mote involved in ‘unity’ and the 
rhetoric of the Bhutto regime was aimed at 
'rebuilding Pakistan’, scarred by the eco 
nomic, political, cultural and moral loss ol 
hast Pakisian. Thus the tact that a study of 
this natuic was undertaken was itself suipris- 
ing Given the ‘stale ol the an’ in 1974, the 
study IS quite excellent. The lack ot data 
(more so then, than now), the lack ol debate 
(today every single issue is supposed to be- 
righlly or wrongly linked to the national 
question), and the objective conditions 
prevalent indicate, that the authois look a 
scry bold step in doing what they have done 
As thes .say in then ’Introduction’, “after the 
expelicnce ol 1971 there is a natural hcsila- 
lion in opening a debalc on legional iii- 
equalilies in (West) Pakistan Howevei, in 
otii opinion the tragedy ot 1971 w.is not the 
lesiilt ol the debate on the problem but 
lather ol ignoring it for too long I heteloie, 
the purpose of this papei is lo initiate a 
discussion on the problem ol legional in 
‘•qualities in Pakislati and to make a begin 
iiiii^ towards a systematic aimlysis ol the 
phenotnenon" (p 255). It is very utifoitunate 
though, that the study has been ovcilooked 
(Ol lorgoiteii) by other scholats as one finds 
very (ew rcletences to it I ven (he other 
studies on the subject have not done this one 
lustice and have totally ignored it iii their 
analysis 

The paper by F'asha and Hasan 119821 
ranks foity-six districts according lo their 
development levels. The authors have chosen 
27 indicators and have built composite indi¬ 
cators and have used a faclot analysis 
technique lor their purposes This highly 
technocratic papei is an exeicise in using 
sophisticated statistical techniques and a 
lack ol any sociological oi political analysis 
on the causes for the discrepancies could be 
sited a.s a shortcoming. However, the data 
and results of their eflorts could provide the 
basis for social and political analysis for 
those who wish to do so. 

A recently published article on the therrie 
IKardar. 1987) has provided a great deal of 
additional new inlormation which is helpful 
in our study. Howevei, kardai’s study is 
lacking in the sen.se that he has not gone into 
substantial detail about specific issues and 
causes. 

MFrHODOI.OC!Y ANiy StOPI 

Both the methodology and the scope of 
our paper are clearly limited. The main 
limitation, probably, is that no real attempt 
is rftade to offer reasons why the historical 
development has led to any discrepancies in 
the first place Essentially, thus, the purpose 
of the paper is to take a stock position of 
the various indicators chosen, and only 
where data permit, will an inter-temporal 
distribution be shown. But here too, no 


reasons in any depth will be given for the 
nature of the developments in the time 
period chosen. 

1 he reasons tor not presenting an histo¬ 
rical picture of the developments of vat tons 
indicators in the piov inces are quite simple 
Tor one thing, a substantial literaiurc 
(especially in the field ot politics) does exist 
which has traced the development of the pro¬ 
vinces in Pakistan Some ot the studies dale 
back to the pre-parlilion days ol united 
India when nationalist leaders from Sind 
and Baluchistan weic presenting demands 
lot the lelalivc auiononiv ol their provinces 
Anoihci reason lot avoiding the historical 
appioach is that it would take the papet too 
lar afield inioa dilfcrenl diicction Tiitihei- 
more, given the mass ol liieiattire available 
on the liisioiical development, the si/c ol the 
present papei will also inucase manilold 

The main puiposc of this papei, albeit 
given its narrow scope, is to fill a gap which 
so fai has clearly not been adequately filled. 
In most of the liisiorica! and political .studies 
which deal with regional imbalances (or 
more correctly, deal with the national ques¬ 
tion) there is little, if any, concrete evidence 
of the use of economic indicators. Most of 
the studies jic conjeetiiial while many arc 
quite clearly impressionistic The authors, 
many ol whom have only travelled in the 
prcwinces have come lo ‘realise’ that theic 
IS a grc.il ’national’ awareness amongst the 
people and that they feel that their ’rights' 
have been subjugated and they arc facing 
’national oppression’ from a dominant 
nationality in Pakistan which also controls 
the centre (Ahmed, I 1987, Mirra I986|. 
Other writers have made use of economic 
terms, but only passingly, and have never 
looked ai specific indicators,’ 

The purpose of tins paper is then, to 
provide, however crudely, an indication of 
the economic and social base as its exists in 
regions chosen lor analysis Again, to repeal, 
itie purpose ol this paper is not lo see »'hv, 
but what IS, the siluaiion in the various 
regions of Pakisian. 

Anothei mujoi objective of the study is 
to be able to generate furihei discussion on 
the nature and extent of regional imbalances 


in Pakistan This we hope, will be done by 
making use of bettci data by other academi¬ 
cians and Scholars tuven the limitations'of 
the present study, tfieie is ample scope for 
future work which one hopes will come 
abemt from this paper One also hopes that 
despite the level ot analysis ,ind the use of 
data, the picsent studs is able to give at least 
an indication, in no matter a nairow sense, 
ol the economic material base ol the present 
political problem in the various regions in 
the country 

Before wc begin to deal with the choice 
of indicaiois to evaluate the level ot growth 
and development in the regions for our 
study, the necessai y caution about the con- 
sttaiiits and limitations of data need to be 
made The underdeveloped nature of data 
collection and data availability is acute in 
Pakistan, and Pakistan has a poor record as 
far as data availability and more important¬ 
ly, data credibility are concerned Although 
various provincial and federal agencies do 
exisi which are supposed lo gather and 
disseminate information, it is very common 
to find the data published by one source to 
diflei substantiallv from another dealing 
with the same subject Not only that, but 
iw'o publications fiom one source have also 
been seen to coniradict each other. Neverthe¬ 
less, assuming that there is no conspiracy 
behind the collection and publication of 
data, wc assume that all the problems and 
conliadiclions in the data are evenly 
distributed amongst our regions of study. 

T he larger problem about the data is that 
a great deal of very useful data foi this sort 
■if study IS not at all available—it is cither 
not collected ot is then not made public. The 
piovincial income is a particular indicator, 
which due to political reasons is not made 
public Further, the base for the taxes 
generated by the federal government is also 
not made public Thus one must accept 
whatevci data is made available and put it 
to the best use possible In the indicators 
chosen for this study, some were chosen only 
bccau.se olhcis did not exist and thus had 

10 be used as proxies lo explain a particular 

11 end 

The choice of indicators lor this son of 


T MU I 1; Dl MOORM'HIt ( lIMtXC lERISTU S 


Region 

Poptilalion in .Millions— 
Pc’.' Cent of Pakistan’s 
Population in Parenthesis 
1972 1981 

Extent of 
Urbanisation 
in 1981, 
Perecniage 

Area as 
Percentage 
of Pakistan 

Mother Tongue 
(Per Cent Spoken) 

I'uniab' 

37 84 

47 5 

27 53 

25 

Punjabi (78), 


(58) 

(56) 



Seraiki (15) 

Karat hi 

3.6 

5 2 

99 

— 

Urdu (54), Punjabi 


(5.5) 

(6.2) 



(14), Pushto (9) 

Rssi ol Sind 

10 5 

13 7 

21 

18 

Sindhi (72).Urdu(9). 


(16) 

(15.5) 



Punjabi (5) 

NW'FP’ 

8,38 

11 0 

1V2.3 

9 

Pushto (68), 


(12.8) 

(13) 



Hindko (18) 

Baluchistan 

2.4 

4.3 

1.3 61 

43 

Baluchi (36), Pushto 


(3.7) 

(5.1) 



(25). Brahvi (21) 


A/o/itr. I Includes Islamabad 
2 Excludes TATA. 

Sou/ve: Population Census Organisation 1984; Federal Bureau of Statistics 1986. 


Economic and Political Weekly February 11. 1989 


301 



study IS tlcarly based on one’s own pre¬ 
ference and importance given to a particular 
indicator There is ample literature about 
the debate as to what 'development' or 
‘developed' rcallv means to various indi¬ 
viduals and there is little consensus amongst 
scholars on the paiticular efficiency ol 
certain indicators liven so-called 'standard' 
ipdicators like GNP pei capita, the literacy 
rale, the inlani mortality late, per cent ol 
manufactures ih CiDP, etc, arc not equally 
convincing lo all people and there are biases 
m favour ol and against, all the indicators 
listed above furthermore, it is difficult to 
select only one indicator lo give a good 
genciaiisation of the actual state ( I his may 
onl> be possible when there aic very major 
differences in 'development between two 
regions or countries where, loi example, the 
US with a GNP per capita ol $ 12,(KX) can 
be compared with Pakistan with a GNP of 
$ 380, and one can presume that the US is 
more ‘developed’ than Pakistan, although 
here loo, some ‘economists’ may disagree— 
the aulhois of the Ihikislan tconumu 
Survey of 1^85 said that since Pakistan has 
a lower suicide, divorce and alcoholic 
consumption rate than ‘western’ countries, 
, Pakistanis were happier bcttei -ofl. When the 
difference between the GNP per capita 
between two countiics is not very large 
(India and Pakistan), one indicator alone 
cannot be used as a close piosy to the real 
situation). Thus a possible ‘cottiposilc index, 
may be preferable. 

Howcvci, a composite index, which lumps 
together many indicators to form one indi¬ 
cator IS also highly problematic. Some indi¬ 
cators are ‘more important' than others, 
thus, without giving weights to various indi¬ 
cators, one cannot gel an eft ictent composite 
index. But the problem then lies with putting 
weights on indicators. Is literacy a more 
valuable and important indicator than 
‘extent of industrialisation' and should it 
thus receive a greater weight than ‘extent of 


industrialisation’? U yes, what should be the 
weight of both of them in the final com¬ 
posite index and who is to decide? Thus 
essentially, one is left with a subjective choice 
(backed up with intelligent arguments) as to 
which indicator to choose, and more impor¬ 
tantly which indicator is more important. 

Given the problems of choosing indi¬ 
cators. we have decided not to select only 
a single indicator, nor to construct a com¬ 
posite index. We have given our reasons for 
the selection of each indicator and hope that 
this choice is broad enough to encompass 
most considerations bsscntially, we have 
tried to look at two aspects of regional/ 
national development' one de<()s with the 
relative level of development between 
regions, i e, which is more developed and 
which IS less so, as the nationalists of the 
smaller nationalities like to compare their 
areas with others and reach conclusions 
based on their findings The second aspect 
deals with the surplus channeled off from 
one province to another, and to how the 
centre generates and distribtutes funds 
between the regions. 

The first choice of indicator concerns the 
choice of 'region' for analysis. There are four 
provinces in Pakistan, and since they are 
(mainly) British demarkated administrative 
units, they cannot be called potential 
‘nations’ as some units contain more than 
one nationality in their provincial boun¬ 
daries. For example, northern Baluchistan 
IS Pushtun-speaking and is more integrated 
culturally and economically with the 
Pakhtuns of the administrative unit still 
known as the North West Frontier Province. 
Thus those Pakhtuns in northern Baluchistan 
ate pail of the Pakhtun naiionahtv, bin 
admmistrativcly fall in Baluchistan (Table 1). 
The problem lies in ihe disaggregation of 
data Since we cannot include the northern 
areas of Baluchistan for the purposes of our 
study into NWFP, we must accept tlie pro¬ 
vincial data provided. Thus essentially, this 


IS not a study of economic imbalances 
amongst the various nations or nationalities 
in Pakistan but a study of provincial im¬ 
balance in Pakistan. Of course, some con¬ 
clusions from the provincial to the national 
can be reached, but with reservations. 

If we were to take Ihe four provinces for 
the purposes of this study, our results would 
be quite absurd and would show a totally 
distorted picture of the situation. This is 
mainly due to the warped and unequal form 
of growth and development in Pakistan, 
which has resulted in Karachi becoming the 
most industrialised, and possibly the most 
wealthy ‘region’ in the country. Karachi lies 
in the administrative region of the province 
of Sind and for all administrative purposes. 
IS in Sind. But, if we were to include Karachi 
in our study as a part of Sind, all the indi¬ 
cators for Sind will show a quantum positive 
jump and thus ‘improve’ the real conditions 
in the rest of Sind, in effect, thoroughly 
distorting the picture. Without any hesita¬ 
tion and doubt, it is preferable to treat 
Karachi as a separate ‘region’ This is easier 
said than done. As it is. data on a provincial 
level are hard to come by. and to disaggregate 
Sind even further is asking for trouble, given 
the paucity of statistics. However, it is an 
essential requirement il one wants to get to 
the roots of the problem. Thus we keep 
Karachi as a separate region whenever data 
exist, and where that is not possible (as in 
most cases), we speculate on the share ol 
Karachi in the statistics available for Sind. 

At.KK'uniiRi ANo Industry 

In a country such as Pakistan, a number 
of modes ot production exist simultaneously. 
From the highly developed capitalist 
indu.stry and agriculture, there is the feudal 
and pre-feudal modes ot production still 
dominant in some parts of the country. 
1 hus, as a first step, the attempt to measure 
the level ol development along the capitalist 


fxiiii 2; Rh'.ionm DisTKiBiniON Ol I arc.i-S( xi F Maniifacturino IndusiRY in Pakistan 


lotal .Assets 
(.As Pciccnlagc ol 
Pakistan’s Total) 


Value Added 
(As Peicenlage of 
Pakistani's Total) 


1'I70 71 1976-77 19W)-«1 197(1 7i 1976 77 1980-81 


Per Capita Value Added' 

( 111 Rupees) _ 

1970 71 (Index) 1976-77 (Index) 1980-81 


Per Per 

_ Cent of Cent of 

(Index) Urban^ Indusl- 
Labour rial’ 
Force in Force in 
Industry Capital 
1975-76 and Inter¬ 
mediate 
Industries 
1975-76 


Punjab 

47 

4.5 

Karachi 

28 


Rest of Smd 

14 

11 

NWFP 

10 

12 

Baluchistan 

1 


Pakistan 

— 



46 

43 

45 

43 

26 

37 

35 

32 

19 

I2 

I2 

16 

7 

8 

8 

9 

1 

— 

-. 

- 


256 

77 

564 

8I 

570 

171 

III2 

I60 

289 

87 

647 

93 

384 

1I5 

772 

111 

32 

lO 

97 

I4 

332 

lOO 

692 

too 


940 

78 

8.3 

32.3 

1780 

148 

16.8 

29.5 

1488 

I24 

13.4^ 

24.8» 

1468 

I22 

29.1 

8.6 

273 

23 

1.3 

0.0 

1205 

lOO 

_ 

— 


Notes-. I Gross value added divided by urban population. 

2 From Pa-sha and Hasan 1982 

3 These figures are actually fur the whole of the pixmnee including Karachi. 

Source. Ccnsu.\ of .Manttf'aciuring /ndiAsffie.s—various issues. Population Census Organisation 1984, 
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path needs to be made in order to determine 
the level of ensuing social relations of pro¬ 
duction. Once we have been able to deter¬ 
mine what mode dominates in agriculture, 
we will be able to atleast evaluate the rural 
economy and the resulting class structure. 
[For this section, see the numerous works of 
M H Khan and the work of Hussain]. 

In 1947, Pakistan inherited agrarian social 
relations which were governed by the laws 
of motion and internal dynamics of a feudal 
mode, which was one which was influenced 
and conditioned by the colonial expcneiice 
of two hundred years. At that lime, the land 
tenure relations in the province of Sind were 
overwhelmingly ot the sharecropping 
landlord-tenant feudal type, while this 
pattern was also present in several areas ot 
the Punjab. In the North West Frontiei Pro¬ 
vince, and in parts ol the Punjab, there 
existed a peasant system with numerous 
fragmented individual and joint-family 
farms. Alongside this pattern, in the NWFP, 
large tracts of land were dominated and 
governed by the tribal system, while other 
areas were complete kingdoms (or minlo/m) 
where one sardaar was the ruler. In 
Baluchistan too. the pre-fciidal sardaar or 
tribal system dominated the landholding 
sy.stem, although in this province iiiosi 
of the land was uncultivabic. Over the 
years since 1947, and especially since thc 
mid-i960safter the ‘Green Revolution’, there 
have been clear .signs which indicate lliai the 
old feudal and pre-feudal land iciiuic svsicni 
has been breaking and capitalist lelaiions ot 
production are beginning to doniinatc 
agricultural production. In the Puniab, 
capitalist farmers are increasing ai the 

Tabli y I Skill Si 


expense of poor and even middle class 
peasants, while the capitalist farmers in Sind 
have begun to replace the landlords and their 
sharecroppers. Thus today, the salient 
features of the land-tenure system arc as 
follows [from Khan I985a]' 

(I) In Sind, 51 percent ot households iii 
agriculture aic sharecroppers, while 21 pci 
cent are in the tiiiiiily larm iniiddlc oi pooi 
peasant) class and 21 pei cent ol households 
are capitalist larniers (rich peasants). 

(li) In the NWFP, 63 pci cent ol house¬ 
holds are lariiily farm holdeis (middle or 
|X)or peasants) where 75 pet cent of this class 
own larid-si/e ranging from 1 to 12 5 acre 
25 pci cent ot the households arc share- 
croppers, while 12 per cent arc capitalist 
farmers 

(III) 111 the Punjab 50 per cent of the 
households are family farm holders while 27 
per cent are capitalist farmers and the rest 
are sharecroppers. The sharecroppers arc 
almost all situated in southern Punjab 
where, much like .Sind, feudal relations 
dominate The dynamic and aggressive 
capitalist larmers are located in central 
Punjab 

(iv) III Baluchistan, the pie-teudal 
saidaari and tribal system still dominate the 
pattern ot landowiiership and production in 
agi iculture. 

Indicalois which would supplement the 
ones given above in ordci to determine the 
development of the agriciilliiral sector m the 
foul piovinccs, relate to the extent of 
mechanisation m agriculture. 

rherc IS absolutely no doubt that the 
Punjal) IS very significantly more developed 
and better endowed when it comes to the use 
,11 MaNOIAC ll'KINK. INOI'SI KV IN PAklSIAN 1970 


of technology. For example in 1980 although . j 
56.4 per cent of Pakistan's cultivated area | 
was in the Punjab, 84 per cent of tractors ) 
in the country were being used in the pro- j 
vincc. In the NWFP. which has 9.4 per cent j 
of the farm area, 5 per cent of the country’s 3 
imetors were in use. in Smd. with 27 per cent j 
of itie area, II per ecnl of iiactors were in j 
use In Baluchistan which has 7.2 per cent i 
ol Pakistan’s farm area, an insignificant j 
number of tractors were m use, as in the case j 
of threshers and power driven blades. In j 
Punjab 82 per cent of Pakistan's threshers j 
and power driven blades were in operation 
as compared to Sind’s 15 per cent and 
NWf P’s 3 pel cent In the case of fertilisers 
used, 68 per cent of all the fertiliser used in 
Pakistan is in the Punjab. 26 per cent in Sind 
and 6 per cent in the NWFP. Of the total 
area covered by plant protection, 60 per cent 
is in the Punjab, 35 per cent in Sind and 4 
per cent in the NWFP [Agricultural Statistics 
of Pakistan, 1984; Kardar 198'?]. 

These stati.stics show quite clearly that the j 
relations of production in agriculture in ] 
Pakistan are most developed in the Punjab, j 
Not only that, but the rate of increase in j 
irrigated areas, machinery, land use, fertiliser | 
consumption, etc, has been most marked in | 
the Punjab Fsscmially. thus, with a more ) 
developed agriculiuial system historically, | 
this advantage has helped further develop I 
the agricultural base in the Punjab, This | 
advantage ol having the most developed 1 
agricultural system and thus by being in the 
’lead' has had a profound impact on various 
other economic, social and political factors 
,is we will try to demonstrate as wc proceed. 

Although industrial development and | 

T, 1976-77, 1980-81 | 

(In numbers) | 



1970-71 

1976-77 

1980 81 

1970-71 

1976-77 

1980-81 

1970-71 

1976-77 

1980-81 

1970-71 1976-77 

1980-81 



All Industry 


Leather and Footwear 

Iron and Steel Basic Industry 

Non-Iilecirical Machinery 

Pakistan 

3549 

3373 

3815 

94 

76 

80 

145 

164 

197 

296 285 

273 

F’unjab 

1907 

1795 

2070 

35 

34 

34 

87 

108 

125 

259 228 

231 

Karachi 

1I<>8 

1245 

1245 

44 

NA 

16 

^2 

4V 

64 

23 45 

32 

Rest of Sind 

386 

141 

312 

12 

N \ 

5 

6 

4 

1 

9 8 

2 

NWFP 

91 

172 

IM 

3 


S 

- 

y 

1 

3 3 

6 

Baluchistan 

17 

20 

24 






• 

1 

2 


f'ood Manutacliirt' 

' and 











Bever.iycs 



( heinicals 


Non-l-crrous Basic Metals 

Hecirical Machinery 

Pakistan 

506 

402 

529 

184 

208 

228 

8 

10 

14 

1.36 1.36 

185 

Punjab 

184 

204 

238 

78 

78 

82 

y 

6 

4 

94 91 

1.34 

Karachi 

116 

120 

130 

87 


121 


4 

8 

40 41 

45 

Rest ol Sind 

177 

36 

118 

12 

6 

12 


— 

— 

- 

3 

NWFP 

24 

38 

31 

7 

14 

10 

- 


1 

2 4 

3 

Baluchistan 

5 

4 

6 

- 

1 

1 

- 

— 

1 


- 








Mamilaclurc of Fabricated 




Textile and Weaving 

Petroleum and Coal 


Metals 




Pakistan 

744 

907 

970 

_ 

9 

15 

396 

316 

278 



Punjab 

353 

433 

464 

- 

J 

3 

264 

200 

183 



Karachi 

286 

385 

398 

— 

5 

9 

116 

107 

82 



Rest of Sind 

89 

25 

47 

— 


- 

11 

5 

6 



NWFP 

16 

61 

60 


1 

1 

5 

4 

7 



Baiuchisian 


3 

1 

— 

2 

2 


— 

— 




Source: Census of Manufarlunm; Industries, various issues 
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growth can be compared by the gross value 
added in the regions, it is not a complete 
indicator and fails to tell us of the type of 
industry. For this reason, it is better to list 
the types of industry (consumer orient^, 
basic industry, etc) wherever the data permit. 
In Thble 2, we give data in the five regions 
pertaining to assets, value added, and 
importantly, value added per capita in the 
large-scale manufacturing industry in 
Pakistan. Ikblc 3 lists the type of industries 
and shows their distribution in the five 
regions, while Table 4 shows the asset size 
of industries in various regions. 

The problem of data is noticeable in this 
section, as we have access mainly to large- 
scale manufacturing statistics and to the 
small-scale industrial sector in the urban 
areas only, which accounts for only one- 
third of the employment in this sector. 
Almost 30 per cent of the total value added 
in manufacturing is estimated to originate 
from small-scale operation and the lack of 
this data would affect our results. As Pasha 
and Hasan [1982] note, "It affects in 
particular, some districts of Punjab... 
where small-scale industry is concentrated 
and probably accounts for the major portion 
of the industrial value added" (p 161). 
However, in their study, Pasha and Hasan 
found a high correlation for the districts 
ranked according to the level of development 
with per capita industrial value added. 

From Ihble 2, it is quite clear, and not 
surprisingly so, that Karachi is the most 
industrialised region in the country. It has, 
for a population of only 6 per cent of the 
country’s, industrial value added worth five 
times that amount, and thus also has a per 
capita value added higher than all the other 
regions. The rest of Sind, followed by NWFP 
are also well above the national average. 
What is interesting to note, however, is the 
nature and type of industry in the five 
regions (Thble 3). 

Karachi has more chemical, petroleum, 
and non-ferrous basic metal industries than 
does the Punjab. Otherwise, except for the 
same number of units in the textiles and 
weaving and in the leather and footwear 
industries, Punjab has more units in all the 
other categories of industry. Whether it is 
the manufacture of metal, of machinery- 
electrical and non-electrical—or the iron and 
steel basic industry, Punjab has a significant 


edge over the rest of the country. This 
industry is essentially of the smaller pro¬ 
ducer type as compared to the huge in¬ 
dustrial units in the Karachi region. As 
Table 4 shows, in 1980-81 of the 2,186 units 
with assets less than Rs 0.5 million, 1,332 
or 61 per cent were in the Punjab, while 35 
per cent were in the whole of Sind. (One can 
assume that approximately half of these 
smaller units are in the rest of Sind and the 
rest arc in Karachi.) The picture is quite 
reversed when one looks at the bigger 
industrial units with assets above Rs 2.0 
million. 

Thirty-eight per cent of Pakistan’s in¬ 
dustrial units with assets greater than Rs 2.0 
million were situated in the Punjab, while 
53 per cent were situated in Sind, most of 
which are in Karachi. In Sind, the number 
of medium sized units (Rs 0.5 million—Rs 2 
million) is less than the larger units (above 
Rs 2.0 million) while in the Punjab,- the 
medium sized units are almost one and a 
half times the number of the larger units. 

The reason for the high per capita value 
added in the NWFP is due mainly to the 
presence of the highly profitable tobacco and 
sugar industry in the province. However. 
Table 3 shows a rather disturbing trend, that 
with the exception of industries which 
manufacture fabricated metal, and industries 
producing non-electrical machinery, the 
number of units has cither remained the 
same in the four years, or has decreased 
appreciably. In the cases of the food and 
beverages, chemicals and the iron and steel 
industries, the number of units has fallen in 
the four years period. Unlike the NWFP, the 
rest of Sind has shown a marked inciea.se 
in the number of industries in the area in 
the last four years. This has also resulted in 
the more than doubling of the per capita 
industrial value added in the region. 

If one disaggregates the information on 
indu.stry further, a number of very intere.st- 
ing regional trends arc observed [for this 
section see Asian Development Bank, 1985]. 

The relationship of agricultural produc¬ 
tion and industrial production is most 
rioiiceablc in the context of cotton, sugar¬ 
cane and tobacco. The mam cotton-growing 
districts of the country are: In the Punjab— 
Multan (17 per cent of Pakistan’s cotton), 
Rahim Yar Khan (12 per cent), Vehari (8 per 
cent), Bahawalpur (6 per cent), Sahiwal 


(4 per cent) and Jhang (3 per cent). In Sind 
the districts of Sanghar (9 per cent), 
Nawabshah (7 per cent), Tharparkar (6 per 
cent) and Hyderabad (4 per cent) contribute 
to the total cotton output of the country. 
Thus in all, Punjab accounts for 50 per cent 
of Pakistan's cotton output from just six 
districts, while Sind has 26 per cent from 
four districts. With the exception of Karachi, 
the bulk of the textile industry, and other 
related activities (such as ginning, vegetable 
oil, etc) have developed either in the same 
district or then in close proximity to the 
cotton producing areas. This has resulted in 
the fact that Faisalabad, Multan and 
Hyderabad have along with Karachi, become 
the main textile centres of the country. This 
dominance is marked by the distribution of 
employment in textiles in these cities: In 
1979-80, 71 per cent of total industrial 
employment in Faisalabad, 61 per cent in 
Multan and more than 50 per cent in 
Hyderabad worked in the textile industry. In 
the total national employment in textiles, 
about 25 per cent was in Karachi, a fact 
attributed to the export-oriented nature of 
the industry with its numerous financial and 
physical facilities. 

Sugarcane, like cotton, is processed near 
the source, mainly due to its weight and thus 
with the districts of Faisalabad, Sargodha, 
Jhang, Bahawalpur and Rahim Yar Khan in 
the Punjab accounting for 31 per cent of the 
national production, a signiricant amount 
ol sugar industry is also located here. 
Peshawar district accounts for 7 per cent of 
national sugarcane output and thus has 
thirteen sugar mills in close proximity. Badin 
and Hyderabad, districts in the interior of 
Sind, each contributes 5 per cent of 
Pakistan’s output and also have sugar 
processing units in the vicinity. Mardan and 
Peshawar districts in the NWFP produce 
most of the tobacco of the country and this 
has resulted in the settihg-up of a number 
ol cigarette factories in the area. 

The share of Karachi in industrial employ¬ 
ment is quite substantial. It has 31 per cent 
of all those employed in large-scale manu¬ 
facturing industries working in the city. 
Faisalabad, l.ahore and Multan (all in 
Punjab) and Hyderabad (rest of Sind) 
account collectively for 25 per cent. In the 
small-.scale manufacturing sector, Lahore 
accounts for 15 per cent of national'employ- 


Tabi f 4; l-i\ri> Assf iN and LARCit-St ai 1 Manuiac iLiRiNci Industries in Pakistan, 1970-71, 1976-77 AND 1980-81 

(In numbers) 


Assei Si/e 
(In Rupees) 


Pakistan 



Punjab 



Sind 



NWFP 


1970-71 

1976-77 

1980-81 

1970 71 

1976-77 

1980-81 

1970-71 

1976-77 

1980-81 

1970-71 

1976-77 

1980-81 

Up to Rs 2,50,000 

2296 

1838 

1653 

’.318 

1119 

1032 

932 

647 

562 

34 

63 

54 

2,50,001 - 5,00,000 

400 

460 

533 

'209 

231 

300 

179 

200 

208 

7 

28 

22 

5,00,001 - 10,00,000 

323 

278 

476 

155 

122 

251 

151 

142 

210 

17 

13 

11 

10,00,001 - 20,00,000 


238 

330 


90 

156 

101 

126 

158 

7 

19 

13 

20,00,001 - 25,00,000 

342 

69 

88 


31 

32 

87 

29 

55 


7 


25,00,001 - 50.00,000 


158 

231 

43 

59 

81 

84 

120 


11 


Above 50,00.001 

188 

317 

474 

83 

128 

191 

84 

158 

244 

21 

31 

31 


Sourer. Census of Manufacturing Industries, various issues. 
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ment, while Faisalabad, Karachi, Hyderabad 
and Gujcanwala collectively account for 34 
per cent. Karachi is not only the industrial 
capital of Pakisun, but accounts for 42 per 
cent of national employment in the banking 
and Tinancial institutions, alongwith 19 per 
cent in the construction industry. However 
the trend for the future shows the promi¬ 
nence of different industrial patterns and 
different locations which will lead the 
economic growth. 

If one looks at the future trends of 
industrial production in Pakistan, there is 
a clear indication that the thrust of the 
industrial growth is going to be in the steel 
and engineering goods industries and in 
numerous agro-based industries. This means 
that the future growth in industry will be 
focused around those cities which already 
have a substantial share of their labour force 
in these industries. The cities of Gujranwaia, 
Sialkot, Sargodha. Gujral and Sheikhupura 
(all in the Punjab) and Peshawar in the 
NWFP have a large share of their employed 
in the steel and engineering goods industries. 
Gujranwaia, Sargodha and Kasur, again, all 
in the Punjab, are the dynamic centres for 
future growth and development for agio- 
based industries. Specialist centres, such as 
Sialkot (sporting goods, surgical instru¬ 
ments)”, Gujrat (electrical machinery and 
appliances), Sheikhupura (chemicals and 
iron and steel) and (jujranwala (iron and 
sieel and agro-based) should also develop 
lurther. 

A report which has recently been pub¬ 
lished looks at the distribution of small-scale 
and household industry in Pakistan |FederaI 
Bureau of Statistics 1987], A major short¬ 
coming of this document is that it is 
restricted to small-scale and household 
industry in urban areas only. 

From Tkble 5 we can see that 61 per cent 
of the industry is located in the urban areas 
of the Punjab which generated 58 per cent 
of the total value added from this sector. The 
value added per capita is highest in the 
Punjab, although Sind does not compare 
very unfavourably. The interesting point to 
note from the report is that in the ^ears 
between 1976 and 1983-84 the rate of in¬ 
crease in the number of household and 
small-scale industries in Pakistan was 123 


per cent, which was the same as that for the 
Punjab, In Sind the rate of increase was 109 
per cent and in Baluchistan 99 per cent. The 
increase in NWFP was 208 per cent, a very 
significant factor which may be due, 
amongst other things, to the migration and 
remittances (both local and especially 
foreign) to the NWFP from the workers of 
this province who are elsewhere (also see the 
sections on migration and wealth). 

This pattern of industrial development ot 
the past and of the future is of primary 
importance in determining the economic 
base and potential of the particular region. 
The development of many dynamic in¬ 
dustrial centres in the Punjab is directly 
related to, and an outcome of, the mode of 
production in agriculture. Similarly, the lack 
of development of the rest of Sind, and the 
development of Karachi, an industrial island 
in a sea of poverty, is again largely deter¬ 
mined by the agricultural situation of Sind. 

As a crude indicator of the wealth of a 
region, we have used a number of items, 
mainly consumer goods, which we feel give 
us some approximation of the purchasing 
power for luxury goods of the region. The 
greater the wealth, we assume, the greater 
the ability to purchase goods. Tne items 
selected arc motor vehicles, television sets 
and radios. The figures have been computed 
as absolute numbers and on a per household 
basis. (Tables 6 and 7). 

Another indicator which would show the 
increase in wealth of a province over and 
above a ‘natural’ trend relates to the money 
remitted from the Middle East by Pakistani 
workers. At present, Pakistan receives $ 2.4 
billion each year from the over 1.5 million 
workers in the Middle East. The regional 
distribution of the workers would show this 
additional wealth also being distributed 
regionally and given the quantum of the 
wealth, it would also have a significant 
impact on the area concerned. 

Tiible 8 gives us the number of workers 
who have gone abroad during the last ten 
years from Pakistan. Of these more than 90 
per cent have gone to the Middle East. The 
largest number have gone from rural Punjab, 
while an equally large number (mainly 
unskilled workers) have gone from the 
NWFP. According to one source [Gilani, et 


al 1980] the average remittances per annum , 
per worker in 1979 were approximately 
Rs 30,000. On the assumption that 1979 is 
a mid point in our series, we can use this 
figure to get at some approximate indicators. 
Thus, using this (very crude) indicator we 
get. on average the amount remitted per 
worker for one year as shown in Table 8. On 
the assumption that on average, one worker 
goes abroad for two years, we can get the 
amount remitted in the two years he has been 
away. Clearly this additional income (wind¬ 
fall gain) is quite substantial and is bound 
to have very significant effects on the 
economy of that particulai region. The 
amount in rural Punjab and the NWFP is 
enough to alter the existing economic and 
social relations of production and exchange. 
Thus a new dynamism is brought into the 
rural life which breaks from the past. 

Another factor which may account for the 
increased wealth in the NWFP is the amount 
of money made available to the province in 
the name of the Afghan refugees since 1980. 
There arc estimated to be over 3 million 
refugees in Pakistan, more than 80 per cent 
of whom arc .said to be in the NWFP. Given 
the huge volume of aid (in cash and in kind) 
which goes to the refugees in the province, 
given the ‘corruption factor’, at least 40-50 
per cent leaks out of the system and is made 
available to non-Afghans. This amount, 
which is skimmed off, need not alt be found 
in the NWFP (since those in-charge in 
Islamabad may also get a slice) but a great 
proportion may find its way to the pockets 
of officials connected with the administra¬ 
tion of the aid to the refugees in the 
province. 

Similarly, the amount of heroin being pro¬ 
duced and smuggled may also find a great 
deal of remuneration coming back to the 
province and thus making it wealthier than 
our ‘normal’ statistics show. With a growing 
trade in arms and with the NWFP playing 
a major role in the production of the arms, 
and as a conduit for smuggled arms, an 
additional sum of money finds its way to the 
province. 

iNTtRNAi Migration and 
Inter Provinciai Remittances 

As has been argued above, the industrial 
development (or lack of it), in different 
regions in the country is largely determined 
by the agricultural condition of the parti¬ 
cular region The migration pattern within 
the country, is in turn, determined by both, 
the mode of production in agriculture and 
the level of industry and its spatial spread. 

The pattern, extent and direction of 
migration explains a great deal about the 
areas of out- and in-migration. The develop¬ 
ment of capitalism in agriculture releases a 
mass of agricultural workers who head 
towards the cities in search of jobs. Their 
search is ended when they find employment 
in either a town or a larger city. Not only . 
are the peasants displaced, but at the higber 
end of the spectrum, the middle and larger 
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Table 5; Smali-Scale Industries in Urban Arlas oi Pakistan. 1983-84 


Region 

No of 
Industries 
(Per Cent) 

Fixed Assets 
at Year End 
as Per Cent 
of Total 

Numbci of 
Employees 
as Per Cent 
of Total 

Value Added 
as Per Cent 
of Total 

Per Capita 
Value Added 
(Rs) 

Pakistan 

241896 

100 

100 

100 

— 

Punjab 

147601 

(61) 

54 

63 

58 

383 

Sind 

75447 

(31) 

41 

29 

35 

367 

NWFP 

17653 

(7.3) 

3.9 

6.5 

5.5 

284 

Baluchistan 

1195 

1.1 

1.3 

1.5 

128 


Sourtf, Survey of Small and Household Manufacturing Industry, 1983-84 
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landholders also either leave agriculture, or 
then enter industry holding on to some 
agricultural land, possibly for political 
reasons. This class of entrepreneur, who may 
not have unlimited capital unlike more urban 
hereditary industrialists, sets up smaller 
industrial units which may not necessarily 
be in the already overburdened larger iiiban 
and industrial conglomerations. Thus, the 
net result is that ludustry is decentralised and 
smaller regional centres develop which 
attract the labour displaced from the land. 
If one looks at the surveys and studies on 
migration in Pakistan [Khan and Karim 
1981; i\>pulatwn Census 1981; I’EPAC 198.1; 
Population, Labour Fotx-e and Migration 
Sunvy 1979: Irfan 1986, and Asian Develop¬ 
ment Bank 1985] a number ot important 
and interesting facts are revealed. Between 
1972 and 79: 

(i) About 20 per cent ol the growth of the 
urb.tn population resulted from rural-urban 
migration. 

(ii) More than half of all rural-iiiban 
migrants came t'om rur.-il Punjab intl 
remained in this province moving mainlv to 
the lar.gcr towns of the same province. 

(ill) The migration talc in Baluchistan was 

TaUI L 6 TV' Si I' vNi) Rmuos in I’.ahsian 

(Per I.'gl.tXlO Hiiuscliolcl in Parenthesis) 


rv Sets Radios 

1977 19S5 1980 


Punjab 
Karachi 
Rcsi of Sind 
NWFP 
Baluchistan 


2677(K) 669170 9O400O 
(408-1) (8202) (12696) 

2.S6I0(). i8_S900 102.448 
(11696) (19177) (10789) 
169S() 1(11990 1617J-! 
(2190) (48S9) (8746) 

265.SO 6S005 

(1888) (1544) 

1150 15575 

(106) (2014) 


Source: Federal Uineau of Statistics 1986; 
Provincial Development Statistic., 
various issues. 


very low, and 68 per cent was within the 
province. 

(iv) In Sind as well, there was a very 
moderate rate of rural to urban migration, 
all of which was within the province. 

(v) There was sub.stantial immigration 
into K.arachi, m hich received migrants from 
all over the country (l.ocal government 
sources c'timatc that m 1980 about 125,000 
migrants -nlered Karcchi annually.) 

(si) In the ca.se of migration originating 
tiom NWFP, 31 per cent of the migrants 
moved from village lo towns within the pro¬ 
vince, while a staggering 67 per cent moved 
to the othci laovinccs, espcciiJly to tltg city 
of Kaiachi. The migration rate obscived in 
this period ioi N'.V'I P was rr.uc!'. higher 
coiTiisareU to its population. 

Thus, es.semiiilly, the inigratioii pattern in 
the Punjab, Sind and Baluchistan is pre- 
dominantiy mtra-proviucial, while for the 
NWi P migiaiit, Karachi seems to be the 
most obvious choice ( Fable 9) 

The migration pattern not only shows 
signilicant ticnds about the relations of pio- 
duciion in a parlicular area, but the results 
ol niigraiion also ailect, both, the migrant’s 
home and his place of woik. Irian [1986] has 
calcinated the amount of icmitlanccs 
between the provinces and has icveaied some- 
interesting trends. A total ot ai least Rs 1 
billion were transterred m 1978 (this figure 
IS grossly undcrcsiimaied as the authoi has 
pointed out) and wem, not surprisingly, 
mainly from the iiiban to the rural areas. Fie 
says that the "urban areas ot all the pro¬ 
vinces emerge as net suppliers with die major 
contributors being the urban areas of 
Punjab and Sind. Except in Sind, rural aicas 
in the three piovmces are net recipients, with 
three-fourths ol the net flow being to rural 
Punjab followed by rural areas of the 
NWFP” (p 747). The most important con¬ 
clusion reached from Ins analysis is that Sind 
contributes more than nine-tenths of the 
inlet provincial net flow of tcmittanccs and 
Punjab is the main gainer (sec Tables 10 
and II). 


Tabu 7- Moiok Cars and Moiok Cvci rs in Pakisivn. 1977. 1984 (Total Ni'mbi.r) 
(Items Pei 1,00,000 Households in ptrenthcsis) 


Region 

Motors Citrs 


Motor Cycles 

1977 

■ 1984 

1\t Cvni 

1 .urease 

1977 

1984 

Per Cent 
Increase 

Punjab 

71446 

145468 

89 

162527 

448768 

176 


(1067) 

(1692) 


(2429) 

(5610) 


Sind 

1I5I77 

192805 

h7 

103291 

296530 

176 

(including Karachi)* 

(4951) 

(6765) 


(4440) 

(10053) 


NWFP 

17451 

40232 

131 

10781 

27008 

150 


11221) 

(2980) 


(754) 

(2000) 


BaluciiLstan 

4768 

12060 

151 

.5977 

25680 

330 


(1056) 

(1652) 


(125) 

(.ISD 



b/ote: • 1 loiii a .separate source -Development Statistics Sind IV84 — the Proportion of Karachi's 
share m Sind is available. In 1976 for cars it was 79 per cent and for motor cycles 73 
per cent In 1982-83, the shares were 97 per cent and 81 per cent respectively. The owner¬ 
ship per 1,00,000 in Kaiachi was for cars in 1977 18,249 and 1.4,468 for motor cycles. 
In 1984 the ownership was 20.681 for cars and 25,655 for motor cycles. 

Source' Federal Bureau of Statistics, 1986. 


PUBLIC Finance 

The system of public finance^ is struc¬ 
tured in such a way that 90 per cent of total 
revenues (tax and non-tax) accrue to the 
federal government, while 7 per cent go tp 
Che four provincial governments and 3 per 
cent to the various local bodies in the 
vountry. Most of the large and relatively 
buoyant taxes like income tax—both per¬ 
sonal and corporate—excise and customs 
duties and sales taxes have been allocated 
to the federal government. The provincial 
governments are responiible for collecting 
land revenue, property and capital gains tax, 
stamp duties, motor vehicle duties and enter¬ 
tainment and professional tax. The local 
bodies raise most of their funds from the 
iKtroi tax, a tax levied oh goods brought into 
the boundary of the designated area. 

Although the federal government domi¬ 
nates almost completely in the collection of 
revenuc.s, the sharing in recurring expen¬ 
diture IS more balanced. In 1982-83, 66 per 
cent of the current expenditure was incur¬ 
red at tht federal level, 30 per cent by the 
four provincial governments, and 4 per cent 
by the tntinicipal governments in the country 
[Pasha and Ohaus 1986 p 1). Given this 
situation, Pasha and Ghaus say that:. 

Tht e'lsiencc .of this imbalance [in revenue 
genciation and expenditure] has necessiUled 
ihe esiatilislimcnl of elaborate revenue- 
sharing arrangements between the federation 
and the provinces. By now, revenues from the 
divisible pool of taxes have become an 
important source ol income to the provinces 
and finance almost half the current expen- 
dilurc Iiubililics. However, the gap Still 
pcr.sisis and the provinces have required in 
recent vears additional subventions and 
giants fiom the federal government to cover 
the.se revenue deficits. Currently, these 
translers contribute to financing over one- 
lourih of current expenditure. Altogether, we 
have a situation in Pakistan where 75 per cent 
of recurring expenditure and the entire 
Annual Programme of the provinces i.s 
financed by the centre (p 2). 

The ‘divisible pool of taxes’ is the money 
which accrues to the federal government of 
which 80 per cent is re- distributed to the 
provinces. The redistribution is conslitu- 
lionally guaranteed according to the 1974 
National Finance Commission and is made 
available on a per capita basis. The ‘addi¬ 
tional funds’ made available to the provin¬ 
cial governments at the year-end are given 
to meet the deficit which is generated each 
year by the provinces. In 1984-85, the federal 
revenue- sharing transfers to the four pro¬ 
vinces were as follows: to Punjab Rs 6.694 
billion, Sind Rs 2.888 billion, NWFP 
Rs 1.S38 billion, and to Baluchistan Rs 1.635 
billion—the federal revenue-sharing transfers 
include not only the ‘divisible pool’ but also 
excise duties and royalties (in particular for 
natural gas to Baluchistan). This shows the 
excessive dependence on revenue shares from 
the federal government to bolster the total 
tax revenue of the provinces. 79 per cent of 
the total tax revenue of the Punjab, 66 per 
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cent in Sind, 86 per cent in NWFP and 38 
per cent in Baluchistan is due to the revenue 
available front the federal government. The 
deflcit in the annual budgets of the four pro¬ 
vinces for the years 1984-8S were as follows; 
Punjab Rs 2.46 billion, Sind Rs 0.92 billion. 
NWFP Rs 2.16 billion and Baluchistan 
Rs 0.46 billion. In the same year, the federal 
government paid an additional Rs 2.07 
billion to the Punjab, Rs 0.98 billion to Sind, 
Rs 1.9 billion to NWFP and Rs 0.43 billion 
to Baluchistan. This total additional grant 
was equivalent to about 48 per cent of the 
divisible revenues in the tax sharing formula. 
This additional subvention accounted for 19 
per cent of total revenue in the Punjab, 16 
percent in Sind, 49 per cent in NWFP and 
20 per cent in Baluchistan. [Pasha and 
Ghaus 1986, p 18] conclude their observa¬ 
tions about the status ot the provinces with 
releience to their iiscai state with the follow¬ 
ing main points. 

si) The fiscal state of Sind is relatively 
better than tiic other ptovnices as it lias the 
lowest debt-servicing to own-revenues ratio, 
the highest contribution of own revenues to 
recuiring cxpendituic wiiii the highest own 
tax to total tax revenue. 

tit) rtiujab loiiows Sind, with perfor¬ 
mance buiei than the national values foi all 
thejatios. Fuithciinoie, tne> conclude that 
Punjab is iiioie heavily dependeni on the 
federal government compared to Sind. 

(iii) Both, f<iW'FP and isaluchisidii per¬ 
form poorly w ith Baluchistan being more 
dependent on the federal government. 

In the discussion on taxes and federal 


tillers, one major point has not been dealt 
with above. This pertains to the extremely 
important question about the base of the 
revenues generated by the federal govern¬ 
ment which are then returned in the form 
of federal grants, etc. Needless to sav, this 
information is a closely guarded secret and 
is hard to come-by as it has serious political 
repercussions. However, one study in pio- 
gress has reached some very signiticani coti 
elusions regarding the tax-base m Pakistan 
and shows the regional distribution of the 
revenues geneiatcd by the federal govern¬ 
ment.'' It is seep that Sino provides approx- 
imaiely 49 per cent of the total taxable 
revenue generated oy the centre. Of this, 70 
pet cem is generated in Karachi alone. ' 
Punjab provides 43 per cent, NWFP 5 per 
cent, and Baluchistan, only 3 pet cent. The 
reasons for this pattern ol distribution 
should not be surprising, given tlie tax ba.se 
for the fedeial govetninent. Income tax, 
corporate tax, sales tax and excise duties are 
bound u> be generated rno.si in the city winch 
has the largest taxable pupulacitai group. 
Similaily, due to a lack an agric.u.tural tax, 
a very laige section of Punjab tana (larts of 
Sind) do not contribute to liic federal 
exchequer, but instead consume die facilities 
and funds made availabio. 

Education and Heali h 

Like, pei capita industrial value added, 
Pasha and liasa.i alsu found u vety tiigh coi- 
lelation foi development with the lilciacy 
rate of the districts they studied. Tl.e literacy 


Tabi.e 8: Numbrr or PtksONs Gons Ahboaii an" Rfmiiianc fs ntiRiNt. Last Ti-n V( 


Region 

Rural (No) 
(000) 

Tutai 
Amount 
Remitted 
(1 Year)* 

(Rs 

Million) 

Urban 

(No) 

(000) 

Total 
Amount 
Remitted 
(1 Year)* 
(Rs 

Millioii) 

Tbtal 

Migrants 

(000) 

Total 
Amount 
Remitted 
by all 
Migrants 
alter One 
fear Stay 
Abroad* 
iRs 

Million) 

Punjab 

578 

17,340 

162 

4.860 

740 

22,200 

Sind 

213 

6,390 

87 

2.610 

300 

9,000 

NWF-P 

556 

16,680 

36 

1,080 

592 

17,760 

Baluchistan 

68 

2,040 

9 

270 

77 

2.310 

Note: • On the ascuraplion that each nugrant remits approximately Rs 30,000 per annum. 

See 

Gtlani et al, 1982. 






Source. Population Census Organisation, 1984. 





Table 9: Rural-Urban Migration by Province of Origin and Destination 


(Per Cent of Total Rural-Urban Migratory Movement, 1972-79) 


Province of Origin 

Province of Destination 




NWFP 

Baluchistan 

Sind 

Punjab 

Total 

NWFP 

7.0 

0.3 


10.4 

4,7 

27.4 

Ihduchistan 


1.3 


0.6 

— 

1.9 

Sind 

— 

— 


3.1 

— 

3.1 

Punjab 

5.1 

1.8 


13.7 

520 

72.6 

Ibtal 

12.1 

3.4 


27.8 

56.7 

100.0 


Source. Population, labour fbne and Migration Survey, PIDE, 1979. 
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rate is indeed, a very important indicator at^ ' 
also determines and aftixts other indicaton v 
notably health care and income earnias , 
abilities. 

T'v fi'eracv level in *he years 1*177-8) hal ; 
risen only mafginal'v for the whole cot’ntry, - 
and that loo only because r f the marked rise 
in the Punjab which hoiv •' 56 ner cent of'.> 
the roiintry’s nopulat'on Karachi, like the 
Punjab b.ns al*o shown a rt^nificant rise ■ 
wh'le rh» three Other rersons, ‘he rest of 
Sind, f<,'>lu''h'stan and ’by NWFP altogether 
aceountln.v *'r"’ net cent ->f the nooiila- 
tiop have'hovvn-a st!bs*anti.'*l fab The rural 
areas of Sind have shown the most drastic 


fa" In the in'er-cen.sus period CThble 17). 

In absolute t-u-nrs, not ‘'.i’-yr''?insly, ' 
Knic.’hi is way ahead of the t"* of the 
coiin’ry .ynd has a literacy rate w'->oh it rnone • 
than :v/iec the nation.il asorage Ai? the ’■ujal 
aro.'it. show very low levels of literary, v'hile 
the urban areas rompare fovouraMv to the 
overiill national average As expected, the 
Punieb follows Karaebi in the hiftarchy 
whi',-I, followed by th» reM of Sind NWFP 
and ns alw-'ays, with Pabichistm on the 
bct';'"i rung. 

The ,'hoo! eri".i!.'n Til rate.s ag.iin 'how 
K'.-rachi way shcr-d of (he other regions in 


the- pri'.i.iry scliocl cClLgory i:. 1980-81. 
Wlic; i‘ somewh;.. su.-prl iag is the relatistly 
very high lates ' i both I97f. a.id 198.5 in the 
NWFP, as well as the high percentage of the 
rest of Sind, compared to the* peicentage for 
the Punjab in both the years for primary 
school enrolment. If one compares the 
secondary school enrolment rates for the 
regions, the high level in the primary 
category for the NWFP and the rest of Sind 
are not reflected iti this category, while 
Punjab has maintained a consistently higher 
rate (Tkblc 13). 

The preferable indicator for the health 
status of a population would be the infant 
mortality rale, (IMR) but unfortunately 
reliable data are not available. Previous 
studies [Pasha and Hasan P-'h?.) have used 
the number of doctors per capita as an indi- 
calor. This figure is extremely unreliable as 
different sources of data give a different 
number. Furthermore, the physical presence 
of a doctor does not imply either access, or 
quality health care where access is available. , 
With 85 per cent of doctoi s practising in the 
cities of the country, our analysis will also ■ 
be quite meaningless if wc take the total 
number of doctors in one ot our regions and 
divide it by the population (as the study 
mentioned above has done) and reach a so- 
caltecl ‘average’. Furthermore a free-market 
economy exists in the medical and educa¬ 
tional sectors and usually government data . 
fail to capture this huge market. For instaneei - 
the official statistics give the figure forj 
government doctors only, which were said ; 
to be 1929 in the whole of Sind in 1982 ! 
[Government of Sind 1984). Another study. ; 
has shown that the total number of doettni ; 
in Sind in the same year was 4756 [Abbtid;4 
1983.] Unfortunately, similar studies such gKh 

'■■if! 

'mi 

' . v'*' ;•!'» 




the one on Sind are not available for the rest 
of the country. Thus this figure is not helpful 
for our analysis. The same is the case for 
nurses and auxiliary health staff. 

On the one hand, one may reject almost 
all the statistics published by the government 
of Pakistan on the grounds that nearly all 
of them are bogus. That would not lead 
anywhere. Thus, one has to defend and 
explain the use of each indicator and accept 
the one which has the least possibility of 
error. Thus, in this case, we have taken albeit, 
with reservations, the location of govern¬ 
ment health facilities in rural areas and their 
(supposedly) physical access to the popula¬ 
tion th^ are to serve Clearly, this location 
does not indicate the health status of the 
population, but in this case, it shows us 
government attitude towards specific regions 
in the country. Thble 14 indicates that the 
rural areas of the NWFP and the Punjab 
ham greater i^ysical access than do villages 
in Sind (rest of Sind). 

The lack of clean water is a major factor 
causing poor health in underdeveloped 
countries. Access to flowing water helps in 
minimising the diseases typical of a UDC. 
Ihble IS shows the access of water inside 
homes in the regions of analysis. Punjab, 
with a better developed social infrastructure 
and a higher water table fares well, with 
urban NWFP producing a better result than 


Table 10: Nft Fi.ow or Remitvances 
Rural/Urban and Provinces 


Province 

Percent¬ 
age of 
Total 
Inflow 
of Remit¬ 
tances 
(I) 

Percent¬ 
age of 
Total 
Outflow 
of Remil- 
tances 
(2) 

Total of 
Net Flow 
of Remit¬ 
tances 
(1-2) 

(3) 

Pakistan 

100 

too 

_ 

Urban 

28.62 

81.79 

-53.17 

Rural 

71.38 

18.21 

53.17 

Punjab 

69.41 

51.01 

18.40 

Urban 

15.87 

41.54 

-25.67 

Rural 

53.54 

9.47 

44.07 

Sind 

9.45 

33.38 

-23.93 

Urban 

8.15 

29.11 

-20.96 

Rural 

1.30 

4.27 

- 2.97 

NWFP 

20.53 

14.32 

6.21 

Urban 

4.60 

10.35 

- 5.57 

Rural 

15.93 

3.97 

ll.% 

Baluchistai 

0.61 

1.29 

~ 0.68 

Urban 

0 

0.78 

- 0.78 

Rural 

0.61 

0.51 

0.10 


Table ll: Inter-Provincial Net Flow of 
Remittances 

(Percentage) 


Province 

In Flow 

Out Row Net Flow 

Pakistan 

100 

100 

— 

Puitiab 

67.75 

18.70 

48.05 

Sind 

8.97 

64.92 

-55.95 

NWFP 

23.12 

13.62 

9.50 

Btiuchistan 

1.16 

2.76 

-1.60 


Source: Irfan, 1986. 


Karachi (this is due to the fact that 40 per¬ 
cent of Karachi’s population lives in slums 
and thus does not have access to bask 
facilities). 

There arc numerous other indicators 
which affect the production and distribution 
of provincial wealth. Many are difficult to 
quantify with very great precision and can 
be used only as approximations. However, 
the indicators can ^ important in showing 
certain trends. 

With an overly centralised state wid> both 
the civil and military bureaucracy playing an 
important role in the ruiming of the country, 
the composition of the bureaucracy accor¬ 
ding to nationalities/ethinic groups also has 
important implications for rgioiial growth. 
In the early days of independent Pakistan 
the bureaucracy was mainly Urdu-speaking 
(those people who migrat^ from UP, CP 
and other provinces in India) right from the 
top to the lower echelons of the petty-clerks. 
In 40 years all that has changed. Tbday 
the civil bureaucracy is heavily Punjabi- 
dominated, while the armed forces are 
almost completely of Punjab origin. 

According to one study [S Kardar 1987] 
in the federal government secretariat and 
related departments, Punjab has around 56 
per cent of the posts (equal to its popula¬ 
tion), rural Sind has about 3 percent, NWFP, 
11 per cent and Baluchistan around 2. S per 
cent of the posts. Urban Sind, which com¬ 
prises of mainly Urdu-speaking migrants 
and Punjabis (i e, non-Sindhis) has a 
representation; of about 25 per cent. In the 
govenunent sector corporations, Pupjabhas 
approximately 41 per cent of the middle and 
senior level posts, urban Sind 47 per cent, 
rural Sind 3.5 per cent, NWFP 6 per cent 
and Baluchistan 1 per cent. The army is 
reported to be of 85 per cent Punjabi origin, 
about 10-12 per cent from the NWFP. about 
2-3 per cent from Baluchistan and about 1 
per cent, if any at all, from Sind. Given the 
fact that the army has ruled Pakistan directly 
from more than twenty years of its forty, the 
composition has significant repercussions. 

The majority of Punjab in the civil and 
military bureaucracies implies that the 
funds, in the form of siUaries, etc, from the 
feder^ government find their way to the 
Punjab. Given the size of the bureaucracies, 
and based on the information provided in 
the section on Public Finance, we find that 
Sind (or more importantly Karachi), is 
making substantial transfer payments to the 
Punjabi bureaucracy. (Wb carmot overlook 
the fact that in Karimhi a very substantial 
portion of the value added generated in the 
city is done by Pakhtun and Punjabi 
workers, and by businessmen from the 
Punjab.) 

The ten years of Zia’s military regime have 
changed the complexion, role and involve¬ 
ment of the military in the economic life of 
the country. Unlike Ayub Khan’s Martial 
Law, the military today is mote entrenched 
in the economic life of the country. For oiw 
thing, at the public sector lewL most 


corporations and concemi m Iwadad htf 
acting army brigadien and generals. On the 
other hand, and more importantly, ghm foe 
extreme corruption in Pakittafo society 
where little can be done without ‘contacts’ 
and bribery, hundreds of private companies 
have either an acting or retired military 
(almost always army) man on their board of 
governors. ITieir presence helps smootben 
out the process of licences, loans, etc Thus 
the military has a very big interest in the 
economy of the country and this is also otM 
reason why it cannot be removed very easfly. 
The nationalities/ethink composition reaulu 
in the distribution of this excess (easily 
made) wealth into the hands of Purtiabla, 
both in the Punjab and elsewhere [Also see 
Babar Ali, 1987b]. 

A great deal of agricultural land in the 
province of Sind has been allocated or sold 
to settlers from the Punjab. Many civil and 
nulitary officers have also been allotted land 
in Sind in the past, and the process is stilt 
continuing. According to one report in 1984, 
highly productive agricultural land in the 
district of Thatta in Sind comprising 38,000 
acres was being leased out at a rate of Rs 7 
for thirty years to ‘high government officials’ 
—mainly those belonging to the police and 
revenue departments, and to officen of the 
Pakistan Works Department and to those of 
the \Witer and Power Development Autiiority 
(WAPDA), all these departments having a 
very high percentage of Punjabis [in Kardar 
1987].’ 

The local distribution of the growing ex¬ 
ternal finances available to PBkistsui (the 
country has outstanding loans worth S 14 
billion) is also determined by the central 
government. Thus, aid received will also be 
distributed within the country in accordance 
with the priorities of the allocating authority 
—the federal government. Another arbitrary 
mechanism for the distribution of wealth 
was used in 1986, when the federal govern¬ 
ment, on the instructions of the prime 
minister gave Rs 5 million to each member 
of the four Provincial Assemblies, and Rs 10 
million to each member of the National 
Assembly to ‘develop’ their particular consti¬ 
tuencies. Given the overwhelming majority 
of Punjabis in the two houses, approxi¬ 
mately 60 per cent of these additional funds 
ended up in the Punjab. These examples 
cited here are just a few of many which indi¬ 
cate that given the dominance of the 
bureaucracy in running the affairs of the 
country, a lot of money is made available 
to be (totributed within the bureaucracy. 
This then, due to its compostion, is 
distributed regionally. 

II 

Pasha and Hasan [1982] have tanked the 
46 districts of Pakistan according to their 
level of development (Ihble IS). According 
to their findings, the top 25 per cent of 
population lives in six districts, which in¬ 
clude aU the pravindal capBals as waU as foe 
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fedenl capital of the country. The second 
quaitile of population, in terms of level of 
development, resides mainly in the Punjab 
and as the authors say, “this demonstrates 
the relatively broad based character of 
regional development in Punjab. It can be 
expected that in years to come these second 
levd centres will probably grow relatively fast 
and play a major role in the diffusion of 
growth impulses throughout the 
province"(p 174). 

If one looks at the level of development 
according to the population in each pro¬ 
vince, we get the picture which emerges in 
Thble 17. Due to the relatively evenly spread 
location of population and of development, 
despite having two districts in the top 
quartile, Punjab has only 18 per cent of its 
population in this quartile. NWFP only has 
Peshawar in this district, but due to the very 
high population concentration in one 
distria, it has 27 per cent of its population 
at the top. The same is the case with 
Baluchistan (Quetta) and the rest of Sind 
(Hyderabad). At the bottom, NWFP again 
scores very highly and it is observed that it 
has severe extremes within it. Karachi and 
Baluchistan seem to be at two extremes and 
are two different worlds altogether—one, 
wjiich is crawling into the 21st century, and 
the other, still caught up in the sardaan 
tradition of the pre-feudal age. 

The study by Shahid Kardar [1987] sug¬ 
gests that “ a comparison between provinces 
based on certain development indices 
(including social indicators) is certain to 
show Punjab as the best placed, Sind 
as number two followed by NWFP and 
Baluchistan. These positions will emerge if 
an examination were to be made on ail 
provincial basis although for some indices 
Sind would show a higher level of develop¬ 
ment than the Punjab” (p 15). However, as 
we have argued atove, and given the evi¬ 
dence, it is not possible to include Karachi 
in Sind if we want to reach conclusions 


about the absolute and comparative levels 
of development in the country. 

The third study [Hamid and Hussain 
1974] which looks at regional distribution 
does not attempt to present a final conclu¬ 
sion about the comparative level of develop¬ 
ment. in the various regions. The authors 
have mainly presented data and the paper 
is basically descriptive. Some historical and 
theoretical arguments are presented for the 
pattern emerging and they make some pro¬ 
jections about the various areas which will 
take the lead in development. 

For the purposes of this study, given the 
data, some conclusions about the com¬ 
parative level of development can be made. 
Furthermore, it is worth pointing out that 
the expression for national rights is not one 
determined only by absolute exploitation, 
but also includes perceptions about relative 
backwardness. 

There is one consistent pattern in our data 
which, with very few exceptions, shows quite 
categorically that Karachi is the most 
developed (both economically and socially) 
region of the five selected, and similarly, 
Baluchistan, consistently comes at the 
bottom of our tables in almost all the 
indicators selected. The Pasha and Hasan 
[t982]study also supports these results. The 
question then arises as to which of the three, 
^njab, NWFP and the re.st of Sind, follows 
Karachi in the developmental hierarchy. Both 
the minority provinces in F^kislan, of Sind 
excluding Karachi, and NWFP, are also the 
aicas where the sharpest struggle concering 
national rights is being fought and will be 
fought in the coming years. 

All of the three regions are predominantly 
agricultural, and thus, the level of develop¬ 
ment in the region can be measured by the 
development of capitalism in agriculture. All 
the evidence clearly states that the Punjab 
is the most developed agricultural region of 
the country. Although there are some 
pockets of under-development in southern 


Punjab where remnants of feudalian 
exist, the dominant mode is quite cleqriji'j 
capitalist. In both Sind and the NWFP, tte i 
process of capitalisation has been proceediiit ] 
at a substantial pace and a great number .of ; 
farms are coming under, either the direct,'; 
or indirect, influence of capitalisation in 
agriculture. However, to compare the level;j 
of development in the two provinces is not ' 
as easy as it may seem. 

Of all the farms in rural Sind, a larger; 
percentage are what can be called capitidist 
farms, compared to the percentage of fkmu 
in the NWFP. Clearly, this does not^mean 
that agriculture in Sind is more capitalift- 
than in NWFP. In Sind, for example, (he 
greatest number of households in agricuttUK;, 
are of the sharecropping type, usually pre> 
dominant under feudalism. But, given the : 
specifics of Pakistani (or Sindhi) agricultUKv 
it has been seen that sharecroppers have been 
retained by landlords who are making use 
of extensive capitalist techniques. The 
sharecroppers have been pusned away from 
most of the land and have been allott^ land 
in pockets, mainly to provide labour in the 
peak seasonl This labour has also been used 
frequently for social and political purposes. 
Thus, despite a realtively greater shm pf 
capitalist farmers, Sind has an overwhdiqing j 
number of households, technically in the | 
feudal mode. 

In the NWFP, the overwhelming nundieif 
of farmers belong to the middle and poor> 
family-farmers class. As much as 67 per cent; 
of all farms in the NWFP are of this type,. 
Does this distribution show that the NWFP 
is more ‘advanced’ or ‘developed’ than Sind? 
Clearly, these figures presented here are not 
enough and not conclusive and thus a graU 
deal of work needs to be done to study thiC, 
stage and the rate of transformation in 
agriculture from which one can reach 
definite conclusions. 

Despite the lack of conclusive data, baaed 
on whatever is available and to act as ah 


TabiIi 12: Litlracy in PAXmAN, 1972, 1981 


Unit 

Both Sexes 

Total_ 

Male 

Female 

Both Sexes 

Male 

Female 

Both Sexes 

Male 

Female 

Pakistan 

1981 

1972 

23.3 

21.7 

31.8 

30.2 

13.7 

11.6 

43.4 

41.5 

51.5 

49.9 

33.7 

30.9 

14.8 

14.3 

23.1 

22.6 

5.5 

4.7 

NWFP 

1981 

1972 

14.3 

14.5 

22.7 

23.1 

4.9 

4.7 

32.1 

33 ^ 

42.8 

44.7 

18.8 

19.9 

10.9 

II.O 

18.7 

19.0 

2.5 

2.2 

Punjab 

1981 

1972 

24.5 

20.7 

33.5 

29.1 

14.4 

10.7 

43 1 

38.9 

51.5 

47.8 

33.2 

28.0 

17.3 

14.7 

26.4 

22.9 

7.4 

5.2 

Rest of Sind 
1981 

1972 

21.0 

22.5 

30.0 

32.6 

10 

10 


- 

— 

12.7 

17.6 

20.8 

27.5 

3.4 

5.8 

Baluchistan 

1981 

1972 

8.2 

10.1 

12.5 

14.8 

2.9 

4.2 

27.9 

32.3 

37.7 

42.4 

14.3 

19.2 

4.4 

5.6 

7.3 

9.2 

0.8 

1.2 

Karachi 

1981 

1972 

55.0 

51.2 

60.0 

55.8 

48.8 

45.0 

— 

— 

— 

— 

— 

— , 


Sower. Population Census Organisation, 1981, 1984. 
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indicator, it $eenis that the NWFP at the 
present stage is more developed agricultural¬ 
ly than is Sind. !•< ■>wever, it is necessary to 
point out that, due to the size of total land 
available in Sind, the type and size of land 
holdings, the fact that the area does not 
depend wholly on irrigated water, and with 
the potential tor crop expansion, producti¬ 
vity and developtnent, it is probable that 
Sind will develop taster than will the NWFP. 

If it was at all a little bit easier to indicate 
the type and level of development in 
agriculture in Sind and in the NWFP, the 
Other indicators chosen make the tasks (as 
has been done in the earlier studies) to study 
the comparative level of development, very 
difficult. Most people take it for granted that 
Punjab IS the most developed province even 
if one includp.s Karachi in Sind, but. not all 
our tables reach that conclusion. 

in one respect, Punjab dominates It has 
54 per cent ot assets in small-scale industry 
and value added is S8 per cent of Pakistan’s 
total. Similarly, the ratios for large-scale 
Industry are 46 and 43 per cent respiectively. 
However, the per capita indicators show a 
different picture Unlike in the smalFscalc 
sector (where Punjab has the highest per 
capita value added), the per capita value 
added in large-scale industry is substantially 
lower than the other regions. It is about 65 
per cent lower than lor NWFP and the rest 
of Sind. In fact, between 1916-77 and 
1980-Kl. the per capita value added tell 
relatively in the Punjab while the relative 
share ot NWFP and rest of Sind increased 
substantially (Table 2), But again, it we look 
at Tabic 3, we see that the number of 
industries increased tn the Punjab and rest 
of Sind, but fell tn the NWI-'P. However, tf 


we see the section on industry above, there 
.seems to be a clear picture that the most pro¬ 
gressive industries and areas are all located 
in the Punjab and that these centres of 
growth will show great dynamism in the 
coming years. Most of the indicators for 
hou.sehold wealth (Ikble 6 and 7) also show 
that Punjab is more affluent. 

In the area of social services in 1976-77, 
both the rest of Sind and NWFP fair 
signtficantly better than the Pupjab when it 
comes to enrolment rates (Ihble 11). In 
1980-81, the secondary school rates for the 
NWFP and the rest of Sind show a sharp 
drop, while the primary school rate is still 
better. The adult literacy figures for the 
Punjab are much better than the other two 
regions, and most importantly, only Punjab 
along with Karachi, showed some improve¬ 
ment during the inter-census period. The 
figures for the access to health facilities 
( Ihble 14 and 15) also shows that the NWFP 
can compare quite favourably with Punjab, 
although the rest of Sind is highly under¬ 
developed in this ca.se. Punjab fairs sub¬ 
stantially better than the others in access to 
water inside the house. 

Table 16 and 17 which show the popula¬ 
tion of the provinces and their development 
levels give Punjab the slight edge over the 
NWFP. It is also our conclusion that overalt, 
Punjab is more developed (in idysolute terms) 
than the rest of the four regions, but it also 
has 56 per cent of the country’s population 
in it. On a per capita level, it still fairs better 
but the difference is not as marked as it is 
made out to be. However, given the base of 
economic activity and the advanced nature 
of its agriculture, it is the most dynamic 
region and will probably show the most 


growth and development over the nert 
decade. Furthermore, a substantial share of 
wealth created elsewhere is channelled into 
Punjab via its dominance in the bureaucracy 
and by the remittances of its labour in the 
other provinces and abroad. Apart from a 
possible slow down in foreign remittances, 
the other funds will surely continue 
unabated. 

Let us now proceed to examine, separateiv 
for each region, briefly, the relationship of 
the economic with the political struggle for 
national rights. 

Baluchistan 

Baluchistan is still predominantly a 
society dominated by saidaars who rule their 
tribes with varying degrees of seventy. The 
mainstay of most of the people in the pro¬ 
vince is agriculture, still shackled in feudal 
and pre-feudal modes of production. The 
little industry that is technically in 
Baluchistan, lies in Hub, near Karachi which 
has meant that nearly all the inaustries are 
owned by people living in Karachi and thus 
have nothing to do with Baluchistan. Since 
this area has been declared 'tax-free', the pro¬ 
vincial government has lost some potential 
revenue. 

Natural gas is the main earner for the pro¬ 
vince, but the amount paid by the federal 
government to Baluchistan as royalty, is only 
one-tenth of the amount the country saves 
in foreign exchange. A number of mines rich 
in minerals are owned by some sardaars, 
who have made fortunes from the sales of 
marbles and gems. They have, however, 
preferred to live in Karachi where they have 
bought choice property and have invested 
mainly in luxury goods, thus ignoring the 
development of Baluchistan. There has been 
no substantial deveopment of any native 
industrial bourgeoisie amongst the Baluch 
in Baluchistan. 

Over the years, there has been some 
change in the social structure in Baluchistan 
as the role of the state has increased in the 
province and previously far flung and 
backward areas have slowly been in¬ 
corporated in the effective administrative 
boundaries of the province. The expansion 
of the arms of the state, both at the national 
(Pakistan) level and at the local level has 
resulted in the formation of a class of indi¬ 
viduals which hitherto did not exist in 
Baluchistan. Sons of sardaars are no longer 
content on being the rulers of small tribes, 
as a number of them have looked towards 
the exapnding bureaucracy and have aspired 
to positions ranging from petty-offtci^s to 
top level jobs in Islamabad. The offspring 
of the merchant class has also looked 
towards absorption in the bureaucracy as a 
means to income and power. It is this 
educated and vocal, youthful and recently 
emerged, profession^ class which is the 
leading force in the struggle for the recogni¬ 
tion of Baluchi rights in the country. As 
Khalid Bin Sayeed [1980] poinu out, “in the 
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Siliool 

Secondary School 
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1976-77 

1980-81 

1976-77 1980-81 

1976-77 

1980-81 

Punjab 

.31.5 

33 

33 

.32 8 

2.9 

2,6 

Karachi 

73.3 

70 

70 

48.6 

2.8 

12.0 

Rest of Sind 

39 

35 

35 

13 

2,0 

3 

NWFP 

45 

48* 

48 

14.9* 

2.0 

12* 

Baluchistan 

2^^ 7 

19 

19 

7.5' 

1.9 

— 


Note. Tlic duta lot 1976-77 are from I*asha and Hasan (1982), where the data for Karachi 
was for the year 1975-76. The 1980-81 data arc from the Census Reports of the Popula¬ 
tion Census Organi.satiun (1984) and from the Pakistan Statistical Yearbook, 1986. 

• These (igurcs arc for 1985-86 taken from Government of NWFP (19871. 
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l.ess 

than 

One 

Mile 

1-3 

Mile, 

3-10 

Miles 

Above 

10 Miles 

Less 

than 

One 

Mile 

1-3 

Miles 

3-10 

Miles 

Above 
10 Miles 

Punjab 

8 58 

37,90 

44.70 

8.77 

1.3 

13.6 

41.88 

43 

Sind 

11 25 

18 75 

45.45 

24 50 

1.4 

6.6 

37.50 

54 

NWFP 

144 

30 50 

42.29 

12.70 

5.4 

13.2 

42.79 

43 

Baluchisi.su 

20?. 

21,21 

23.56 

35.01 

1,7 

4.7 

16.83 

77 


Source: Yillaite Stoiisiics Fcder.il Bureau of Statistics, 1985. 
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cue of Biduchisttn, an immediate'and 
major source of fHction between the central 
government and the newly established pro¬ 
vincial government [of 1972] was the desire 
of the latter to make sure that people belong¬ 
ing to the province concerned would occupy 
key position in the government, the profes¬ 
sions and the commercial life... ffhe result 
was that] a number of police officers, 
teachers, engineers and other technical per¬ 
sonnel belonging to other jobs” ( p 123). 
Thus, the main contradiction between the 
vociferous Baluchi youth and the dominant 
centre and dominant province has been on 
a micro level where the newly emergent 
youth has demanded jobs in the bureaucracy 
of their government. 

The lack of a local bourgeoisie amongst 
the Baluch and thus the lack of the evolu¬ 
tion of related classes within Baluchi society 
has meant that the struggle for national 


I Mil r 1,^: Wai i:k Avaii adii n v Insioi Hoi si s 
IN Parisian* 

Cent) 



Total 

Urban 

Ruial 

Punjab 

64 

80 

58 

Karachi 

45 

4<i 

— 

Rest of Sind 

12 

16 

25 

NWFP 

30 

59 

2f) 

Baluchistan 

8 

39 

2 


• Includes wells, hand pump and piped w.iiet 
inside houses. 

'source'. Populalion Census Oigani.saliou, !‘)K4 


rights has been taken up, not by leaders of 
the bourgeoisie (as is the case in the NWFP) 
but by the educated youth who are fighting 
for scarce jobs, mainly in the government. 

Clearly, grounds exist which support the 
view that there is a definite sense of exploita¬ 
tion of the Balueh by the centre. Baluch 
nationalists argue that had the natural gas 
of Sui been used for the development of the 
province, today the province would have 
been amongst the most developed in the 
country. It is indeed an irony that gas was 
available to consumers in many ciiies of the 
Punjab and in Karachi, but the provincial 
headquarters, Quetta received the gas much 
later. The essentially frec-market mechanism 
in the location of indu.stry in Pakistan has 
resulted in the faa that most of the ir.du.stry 
be located in Karachi, and the least be 
located in the province of Daluchistati. 
Turtheimore, the government has also not 
takert any I’oncrete measure.s to change the 
naiu>.'>* bias against the least developed areas 
of Pakistan This has resulted in the forma¬ 
tion of a vicious circle of poverty which im¬ 
plies that there will be no development in 
Baluchistan because there is no development 
in Baluchistan. 

However, the Zia government has decided 
to ‘develop' sonic areas of the province and 
there has definitely been an improvement in 
the communication network of the province. 
Roads have been built to far flung areas 
which have now been brought nearer to the 
ii'.arket places. If cue looks at the amount 


set aside for the development of the pro¬ 
vince, we will see a substantial increase over 
the Bhutto years. But if one sees how the 
money is used it will become clear that it is 
not meant for the development of the 
people. The government is building 32 
landing strips in the province at strategic 
points as a part of the US central commaiul 
military programme The amount designated 
for such projects would register in the 
province’s budget, but it would certainly not 
be used for purposes of development. 

Thus, Baluchi nationalists believe that 
their nation has been left behind in the 
process of development and the other 
provinces have exploited and lived off the 
mineral weaiti) of the Baluch and have not 
paid the amount due to them for the use of 
their wealth. Furthermore, the educated 
youth have had to confront a non-Iocai 
bureaucracy which had been present in the 
province for many years, before the locals 
were avaiiabie lor these jobs. There have also 
been demands for rapid industrialisation in 
the province, but they have mainly been 
subdued and the demand for jobs has been 
the main demand from the vocal sections of 
the nationalists. 

NoRiH West Frontier Provinces 

Unlike the Baluch, the Pakhtuns had 
developed their own bourgeoisie, and as 
Sayeed [1980] says, "there were Pakhtun big 
bourgeois families who could be counted 
amongst the top thirty capitalist families in 
Pakistan” (p 122). He also says that "the 
Pakhtuns held key positions in the civil and 
military bureaucracies of Pakistan and in 
term of influence and numbers were ahead 
of the two smaller provinces Sind and 
Baluchistan, and were next to the Punjab in 
these two institutions”(p 121). 

The Pakhtun nationality has probably the 
‘best’ conditions for the development of 
‘nationalism’ in Pakistan today. Capitalism 
is developing in agriculture; it has a sub¬ 
stantial national bourgeoisie—both large 
and small; it has a very large middle class 
and pctiy-bourgeois class in the urban 
areas, with a large section which is educated; 
and it is the junior partner in the 
bureaucracy. 

Unlike the clearly visible channel of 
surplus extraction in Baluchistan which 
becomes a target for nationalists, a similar 
sort of channel does not exist in the NWFP. 
The tussle for leadership and power at the 
centre and especially in the NWFP is 
between the Punjabi and Pakhtoon indus¬ 
trialist and businessman. The Pakhtun wins 
hand down at the provincial level, where be 
not only has control over the Industry, but 
is the overly dominant national group 
in the provincial bureaucracy. The tussle, 
then, is essentially, more for control at the 
centre than at the local level. 

Thble 3 shows that the number of large- 
scale industries in the province up to 1981 
had fallen quite sharply. Today, even more 
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(According lo Weighted Factor Score") 

Relatively Districts at In termedi ate L^el of Dev elopment Relatively l,hidcr- 

Dcvcloped Districts (Second Quartile of (Thud Quartile of developed Distncls 


(Top Quartile of 
Population) 

Populalion) 


t’opulaiion) 


(Boltom Quartile of 
Population) 

Karachi 


Faisalabad 

P 

Mardan 

N 

Jhang 

P 

Lahore 

P 

Gujranwala 

P 

Sahiwal 

P 

Dadu 

S 

Rawalpindi/ 

P 

Multan 

P 

Rahim Yar Khan 

P 

Khairpui 

S 

Islamabad 

P 

Sialkot 

P 

Jhelum 

P 

Larkana 

s 

Quetta 

B 

Dera Ismail Khan N 

Bahawalpur 

P 

bahaw.Una^ar 

p 

Peshawar 

N 

Sheikhpura 

P 

Sanghar 

S 

Bannu 

N 

Hyderabad 

S 



1 harparkar 

s 

Thatta 

S 





Sargodha 

p 

Muraffargarh 

P 





Sukkur 

s 

Kohat 

N 





Nawabshah 

s 

C ampbcllpur 

P 





Guirat 

F 

Mianwali 

P 


Dera Cihari Khan P 


Hazara N 

Jacobabad S 

/.hob B 

Loralai B 

Chagai B 

Sibi B 

Mekraii B 

Katat B 

Kharan B 

Lasbela B 

Kacchi B 


Notes: • Name of districts in each quartile i.s given in descending order of level of dcvclopmeni. 

P - Punjab, S - Rest of Sind. N - NWFP, B - Baluchistan. 

Source: Puha and Hasan, 1982. 
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fActories are doting down and very few are 
opening in this province. The main reason 
for this trend is said to have been the increas¬ 
ing costs of transportation from and to the 
msun consuifier centres, in particular 
Karachi. Some of the raw materials for the 
production of edible oil and ghee are 
imported into the country at the port of 
Karachi. The Pakhtun industrialists who are 
linked to this industry (and there are quite 
a few) claim that the transportation costs 
increase their cost and market prices thus 
making their products incompetitive com¬ 
pared to the producers in Karachi and 
Punjab. Similarly the cost of transporting 
processed sugar from the NWFP is also said 
to be quite high compared to the plants in 
Sind and Punjab which have closer proxi¬ 
mity to the larger consumption centres of 
the country. Thus the Pakhtun businessmen 
have tried to find an all/ in the Pakhtun 
bureaucracy who can plead their case in the 
central bureaucracy for a subsidy for the 
industries located there. 

The great upsurge in the small industries 
indicates the rapid capitalist development in 
Pakhtun society. Until the Middle East 
boom and the beginnings of the transfor¬ 
mation in agriculture in NWFP, Punjab 
fulfilled a very great share of the demand 
for consumer and intermediate goods in the 
NWFP. Recently however, the Pakhtun 
industriitlist around Mardan, Nowshera and 
Peshawar has stepped in and is supplying the 
goods previously produced by Punjab. A 
tussle for the market between the Punjab 
and the Pakhtuns in the NWFP should begin 
to emerge as demand increases. Not only 
does the Pakhtun resent competition from 
the Punjabi businessman, but his hostility 
it also directed towards the Punjabi domina¬ 
ted centre which is responsible for numerous 
policies which impede the growth of national 
indigenous bourgeois (industrialist) class. 
(One must add that the Punjabi industrialist 
should also feel this sort of resentment, but 
if the great wealth accruing to the Punjab 
filters down and he receives some share 
which for the moment appeases him, his 
aspirations may be a bit subdued). 

The dominant factors affecting the 
Pakhtun national question are non-economic 
and are somewhat unrelated to the conflict 
with Punjab and Punjabis. The Saur Revolu¬ 
tion in Afghanistan in 1979 has altered the 
map of this area. It has inspired the left¬ 
leaning Pakhtuns of the NWFP and has 
terrified the right. The efffects of the revolu¬ 
tion are profound on the economic, social 
and political milieu in the province and on 
the Pakhtun national questiorf. Pakhtun 
leaders have sung the praise of the Afghan 
people and have promised to emulate their 
feat At the micro level, the presence of 
millions of Afghan renegades in the NWFP 
(most supporting the right wing religious 
groups in Afghanistan and Pakistan) has 
resulted in the growing tension amongst the 
left and right in the NWFP. Furthermore, 
their presence in the cities of the NWFP, 
when they are willing to work at wages 


much less than the normal, hat caused 
problems for the Pakistani Pakhtuns who 
have been pushed out of a job. The relation¬ 
ship of the central goveriunent in Islamabad 
with Afghanistan, and the solution to the 
‘Afghan Crisis’ will be the determining 
factor of the Pakhtun national question, 
rather than any direct economic confronta¬ 
tion with the centre or the dominant Punjabi 
nationality. 

REST OF Sind and Punjab 

Sindhis have to confront exploitation on 
two fronts: from Punjab (in the form of the 
centre and by Punjabi settlers) and from the 
‘mohajir’ Urdu-speaking community of 
Hyderabad, Mirpurkhas, Sukkur and 
especially Karachi. 

The newly-emerged educated class, as was 
the case of Baluchistan, is in the forefront 
and is the most vocal section demanding 
rights for Sindhis in the province. They feel 
that the overly dominant Punjabi bureau¬ 
cracy, civil and military, which is stationed 
in the interior of Sind, should be replaced 
by a Sindhi dominated one. The presence of 
this (mainly Punjabi) bureaucracy in Sind 
is one the most visible signs to the Sindhis 
of Punjabi domination. Furthermore, after 
the movements of 1983 and 1986, the army 
(which is almost totally Punjabi), is perma¬ 
nently stationed in the interior and has 
caused the resentment of the Sindhi nationa¬ 
lists to grow even further. Along with this, 
a very large number of Punjabi settlers have 
bought land in Sind and have been living 
next to the indigenous population for q few 
years. Whenever the nationalist sentiments 
of the Sindhis have erupted, these Punjabi 
settlers have become the potential targets. 
They have been blamed by the nationalists 
for pushing the Sindhis of^f their lands, etc. 
Punjabi landlords who have either been 
gifted the land for their role in the armed 
forces or civil service, or have bought very 
larae tracts of land from Sindhi feudals. have 
also had to face the anger of the nationalists. 

There is very little industry in the rest of 


Sind, and whatevtr there k. is owned cidier 
by Karachi-based Urdu speakers or by 
Panjabi businessmen. Hie dMng Sindhi 
feudal class has not been able tooewiopimo 
a native industrial bourgeoisie and this {dace 
has been Tilled by non-locals. There was little 
possibility of development, due to the feudal 
mode of production in agriculture, until a 
few years ago, and only recently has there 
been a demsmd for indigenous industrialists 
and developers. But again, there are no 
potential Sindhi industrialists waiting in the 
wings, and thus they are not a leading force 
in the national movement, like the Mchturu 
of the NWFP. The militant and vocal 
sections are the newly emerging petty- 
bourgeois educated youth who are mainly 
demanding jobs. 

Sindhis have historically enjoyed cultural 
freedom and have been able to develop a 
Sindhi con.sciousne$s and identity. IMay in 
Pakistan, this identity has been trampled 
upon by the Punjabi and mohajir com¬ 
munity and has resulted in anger and re¬ 
action by the nationalists. Also for various 
factors (imposition of the one-unit, Bhutto’s 
election and execution) there has been sub¬ 
stantial politicisation of the Sindhi masses. 
This politicisation has not always begun with 
a nationalist colour, but due to some factors 
has ended up that way. The 1983 and 1986 
movements of the MRD, due to a lack pf 
support in the other provinces, was labelled 
a ‘Sindhi Rebellion’. Thus, again, in Sind, 
the national question has not had its roots 
in economic exploitation alone, but other 
factors such as cultural, social and political 
exclusion have catalysed the situation 
markedly [sec in particular, Babar Ah, 
1987a). 

It is in the interest of the Punjab bour¬ 
geoisie (and masses) to keep united the four 
provinces of Pakistan. Today, the Punjab 
lives off the wealth of the other nationalities 
and enjoys a higher level of living which 
normally would not have been possible. 
Ikxes are appropriated by the federal govern¬ 
ment which are then redistributed, with the 
main share coming to the Punjab; tl)e civil 
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and miliury bureaucracy, whidi te nuunly 
PunJaU, lets a large share of the government 
budget which is then channelled back to the 
Punjab; Um millions of migrants in the other 
provinces remit billions of rupees to their 
homes each year, adding additional wealth; 
the fact that the province is already develo¬ 
ped attracts further funds; and politically 
and economically Punjabis dominate the 
various organ of the State and thus make 
policies, which if not in the favour of 
Punjab, are certainly not against the interest 
of the province 

For Punjab, the rest of the country is 
territory to which they can export their 
problem. The advattced development of the 
economy in the Punjab has resulted in the 
production of a nation who are more 
dynamic and advanced in their outlook and 
are freer and willing to go elsewhere. Unlike 
the bounded Sindhi sharecroppers, and the 
oppressed Pakhtun peasants who become 
workers in Karachi, the Punjabis can migrate 
much more easily to other places. This 
migration has eased the pressure over land 
and labour in the province and has allowed 
those who remain to live better ‘ 

Karachi is an island which has been pro¬ 
viding the rest of the country with very 
substantial funds for development (which 
eventually end up in the Punjab). Thirty-five 
per cent of all the taxes raised in the country 
come from this city alone. It ^provides em¬ 
ployment to millions of unskiUed Pakhtuns 
and skilled workers from the Punjab. This 
mirage of an unlimited pool of opportunities 
keeps attracting even mote to this city. This 
melting pot also brings with it tensions 
which erupt in barbaric ethnic and sectarian 
clashes. 

In Karachi too, an ethinic question has 
come up very recently and the Urdu- 
speaking migrant from India (mohnjir) has 
begun to demand his 'national’ rights. These 
mohajirs, belong mainly to the middle and 
lower-middle classes; have demanded more 
jobs for the local (i e. Urdu-speaking, and 
not Sindhi-speaking) people. Their resent¬ 
ment is once again directed against the 
Punjabi-dominated bureaucracy. Although 
a number of Puttjabis have bwn living in 
Karachi for many years, they are not con¬ 
sidered ‘locals’ ^ the mohajirs who are 
beginning to demand that they go back and 
let the locals take over. The Punjabis have 
also begun to replace the Urdu-speaking 
businessmen and this has also caused some 
resentment amongst the shop-keeper and 
business class. Political parties with strong 
Karachi support have demanded that the ex¬ 


cess wealth which the federal government 
diiectly, and the NWFP and Purdah indirect¬ 
ly take away each year should remain in the 
city and be used for-the development of its 
people. Tl^ believe, that the capital forma¬ 
tion that is taking plaCe in the other pro¬ 
vinces is from the wealth transferred from 
Karachi, which should have been used here 
in the first place. 

Karachi, although technically a part of the 
province of Sind, is clearly quite separate. 
Its economic, social and ethnic composition 
makes it very different from the rest of the 
province It has not really lived off the 
interior (no labour is Sindhi, a large part of 
the raw material is imported from abroad, 
etc), and neither'has it given anything in 
return. Sindhi nationalists have reached 
tactical agreemenu with the Urdu-speaking 
population of Karachi and have decided to 
launch a struggle, in the prej^tnt stage, 
against the Punjab and Pakhtun-dominated 
centre and bureaucracy. The economic and 
political contradictions between the two 
communities have so far been overlooked, 
but are sure to erupt at a later stage. 

The purpose of the exercise which has 
been conducted here, was to initiate dis¬ 
cussion on the comparative levels of develop¬ 
ment in the different regions of Pakistan so 
that one can begin to understand the 
resulting contradiction better and more fully. 
The debate about the concrete economic 
base is still in its embryonic form and much 
more needs to be done than has been 
attempted in this incomplete exercise. One 
hopes, however, that this exercise will raise 
questions to which solutions will be found 
and we will begin to understand the bases 
of the social, economic and political 
problems in Pakistan today. 

Based on the evidence presented in this 
paper, it is quite clear that economic factors 
have played an important role in affecting 
national and ethnic consciousness and there 
is indeed ‘national* economic exploitation 
which is manifested in varying forms and in 
varying degrees. It must be realised, however, 
that there arc numerous other factors which 
have contributed significantly to national 
consciousness and to movements for natioiud 
rights in Pakistan. Along with the economic 
factors, cultural, political, social and external 
factors are plsoring an equally important role 
in directing national movements. Further 
work must attempt to deal with each 
variable separately before we are in a posi¬ 
tion to discuss comprehensively, the natiorud 
question in Pakistan. 


Notea 

[a number of friends have given excellent com¬ 
ments on the first draft of this paper. For that, 
1 thank Jaffer Ahmed, Ziaui Haque, Mahmud 
Mirza, Hasan Oardezi and Mahmc^ Hasan 
Khan. Tb Mahmood Hasan Khan in particular, 
I owe much gratitude for his very weighty and 
substantial comments on the first draft, but due 
to some differences on definition, I liave not 
accepted all his criticisms.] 

1 I have purposely ignored defining the terms 
‘nation’ and ‘nationality’ in the context of 
the present paper. A debate at this stage 
would divert attention from that on the 
development of economic forces in various 
regions and thus the issue of definition in the 
context of I^kistan today will be dealt with 
in a separate paper at a later stage. However, 
it is important to point out that all political 
parties and intelleauals of the left in Fiikistan 
quite confidently use the term notion for the 
Punjabis, Sindhis, Baluch and Pakhtuns and 
thoroughly reject the suggestion that at least 
the Sindhis and the Baluch may as yet be 
nationalities. 

2 Feroz Ahmed’s [1985] excellent article on 
Sind is a rare exception, which is restricted 
to the one nationality. 

3 This section makes liberal use of the paper 
by Pasha and Ghauk, [1986]. 

4 I am grateful to Aisha Ghaus of the Applied 
Economics Research Centre for this 
information. 

5 Sindhi nationalists believe that a very large 
chunk of prime agricultural land in Sind has 
been given to Punjabi settlers and Punjabi 
absentee landlords mainly in the army and 
the bureaucracy. Unfortunately, no empirical 
data by these groups has been generated 
which supports this claim. Fbroz Ahmed 
[1985] quotes a figure of 40 per cent, but also 
fails to provide evidence. 

6 The present aiulysis about Punjab has 
ignored an important reality within the pro¬ 
vince that here too, a large area is under¬ 
developed. The southern area of the province 
is economically very backward compared to 
the central districts of the province. Thus ' 
when one speaks of ‘Punjabi’ industrialists 
or ‘Punjab’ dominating, we need to keep in 
mind the differences within the province. At 
present some nationalists belonging to the 
southern region of Punjab (the Seraiki belt) 
are investigating the extent of the domiiution 
and exploitation of this region by the 
Punjabis of the central districts. 
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Table 17: Percentaoe of Population within Piovinces and Development Levels 



Tbp 

Quartile 

Second 

Quartile 

Third 

Quartile 

Bottom 

Quartile 

Tbtal 
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18 

37 

27 

18 
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Karachi 
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0 

0 

0 
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Rest of Sind 

21 

0 

43 

36 

100 

NWFP 

27 

7 

18 

48 
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Baluchistan 

9 

0 

0 

91 

100 
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A Case Study of Pavement Dwellers in Calcutta 

Family Characteristics of the Urban Poor 

IN Vijay Jagannathan 
Animesh Haider 

This paper examines the socio-economic characteristics of Calcutta’s pavement dwellers based on an analysis 
of recent data generated by the Calcutta Metropolitan Development Authority. Family and demographic 
characteristics are related to the socio-economic factors. The future prospects of pavement dwellers in Calcutta’s 
urban economy are also assessed. 


THE focus of this paper is on the social and 
economic conditions of the poorest of the 
urban poor. We analyse recently generated 
data from the Calcutta Metropolitan 
Development Authority study of 55,000 
pavement dwellers in the city.' Together 
with the earlier papers on shelter-income 
linkages {EPl^. June 4, 1988) and occupa¬ 
tional patterns (EPtV, December 3, 1988), 
this paper seeks to present a profile on in¬ 
dividuals constituting the urban poor, cover¬ 
ing their economic and demographic charac¬ 
teristics and their likely economic status in 
the years to come. 

We first examine the socio-economic 
charatteristics of pavement dweller families. 
We then take a sample of the data and ex¬ 
amine the same social and economic features 
in greater detail for sub-sections categoris¬ 
ed by income levels. Sub.sequently, we 
analyse conditions among the poorest of the 
urban poor (both families and single indi¬ 
viduals) and assess future prospeas for pave¬ 
ment dwellers in the bustling urban 
economy. 

Pavement dweller families 

Among the people living on the .streets we 
found diverse social and cultural patterns. 
Some of the rigidities of village social life 
such as the caste system were naturally of 
reduced importance given the impersonal 
urban evironment and total lack of privacy. 
However, most respondents were able to 
identify themselves with a community or at 
least a wider social group. The only excep¬ 
tions were the absolute destitutes, for whom 
the consciousness of a wider social environ¬ 
ment was gradually being dimmed by the 
wretchedness of their existence. 

IVpically, the pavement dweller lived 
frugally, with just one or two changes of 
clothes, and a slim bedding. For families a 
few pots and pans, and a cheap stove were 
additions to the as^ base. Most respondents 
reported eating two meals a day, although 
among absolute destitutes one meal and a 
half a day was also common. Food was 
either purchased from cheap resuurants or 
cooked in family kitchens. As reported in an 
earlier paper, hotel wastes were ^so a source 
of meals for many persons. 

Pavement dwellers of Calcutta were tound 
to be socially organised in three types of liv¬ 
ing units. A majority were members of 


nuclear families, where household members 
cooked food in kerbside kitchens. Another 
substantial group consisted of single in¬ 
dividuals who had independent arrange¬ 
ments for food. Despite this feature they re¬ 
tained clo.se ties with kinship or caste groups 
for socialising and (among migrants) trans¬ 
mitting or receiving information from the 
villages or origin A small proportion cook¬ 
ed food jointly in a mess. 

l\vo features are highlighted by the data 
in Ikbie I. Firstly, a large group of pavement 
dwellers consists of .single individuals, either 
unmarried or with families residing in their 
villages, who opt for a shelterless existence 
so that substantial remittance can be sent to 
their rural homes. Secondly, the largest 
group in absolute numbers, are very poor 
families for whom this life style enables ac¬ 
cess to earning opportunities in the city. 

In overall terms, and quite predictably, the 
male population constitutes a major propor¬ 
tion of pavement dwellers in Calcutta, with 
a male : female ratio of 65 . 35. However, 
even within pavement dweller families, as in¬ 
dicated in lable 2, the sex ratios favour 
males. I'his feature is significant in all age 
groups, including the very young population 
of children less than 12 years. The last two 
columns of the table compares the 1987 fin¬ 
dings with the results of the ISl survey of 
1976. The percentage share of the group in 
working age (18 years to 57 years) appears 
to have registered a sharp increase The share 
of young dependents, according to the 1987 
survey was around 30 per cent of the 
population.^ 

The large share of children in the popula¬ 
tion has meant that despite a significant 
presence of single male migrants, families 
constitute the major demographic group 
among the poorest of the urban poor resi¬ 
ding on Calcutta’s pavements. 

Families were found to be predominantly 
Bengali-speaking coming from Calcutta's 
immediate hinterland of South 24-Parganas 
district. Bengali accounted for the mother 
tongue of about 58 per cent of the sample 
population, while Hindi accounted for 
another 37 per cent. The balance of the 
population h^ mother tongues from almost 
all the major linguistic regions of India and 
the neighbouring countries. 

The average family size among pavement 
dwellers was 3.6,.with a model value of 


around 4. This figure is substantially below 
the NCAER estimate of household size 
among the rural poor in India of 6.9 in 
1980-81.’ The low family size can be at¬ 
tributed to the prevalence of nuclear families 
among the urban poor. Unlike rural areas, 
the urban economy is completely monetised, 
and family size can be expected to be posi¬ 
tively correlated to the earning opportunities 
in the city. A large family or a joint family 
is a rare feature because few vocations (with 
the exception perhaps of ragpicking) enable 
a large family to disproportionately increase 
Its total earnings. While on the one hand a 
large family with work-sharing arrangements 
does not necessarily ensure higher total ear¬ 
nings, on the other hand it reduces per capita 
consumption to minimum survival levels. 

Status of women: The conditions of socio¬ 
economic life of a poor family is usually 
clearly reflected by the status of women. 
Women have to function as both home- 


Table 1: Pavement Dweller 
Characteristics 

(Per Cent) 



Compo- 

Share of 


sition of 

Total Popu- 


Living Unit lation 

Family 

46.13 

74.38 

Single member 

52.34 

23.38 

Mess 

1.53 

2.24 

Table 2: 

Pavement Dweixers 

BY Aoe and Sex 




(Per Cent) 



Ibtal 

Age 

Male Female 

mi 1976 


0.12 ^ 

15.3 

10.2 

25.5 

29.5 

13-17 

3.3 

1.8 

5.1 

8.3 

18-57 

42.9 

20.8 

63.7 

54.0 

58 and ovei’ 

3.7 

2.0 

5.7 

8.2 

Ibtal 

65.2 

34.8 

100.0 

100.0 


Table 3; Family Size of Pavement Dwellers 

Number of Members 

Per Cent 


Share 

2-4 

62 

5-7 

34 

8 and above 

4 
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makers, keeping a family together under 
precarious economic conditions, and as pro¬ 
viders of supplementary income. Data in¬ 
dicated that pavement dweller women ex¬ 
pectedly fulfil both these roles. 

In the 18-42 years age group almost all 
women were married, ^though about a 
tenth of them reported the absence of their 
spouse. Our survey has revealed that despite 
the grinding poverty the social institution of 
marriage, together with associated rituals 
and conventions was very much prevalent. 
There were many instances of respondents 
reporting arranged marriage between social¬ 
ly equivalent families living on pavements. 

Unlike women in higher income groups 
however, women in these families usually 
actively contributed to family income The 
vocations open to them were hawking, 
vegetable vending domestic service (maid¬ 
servants and cooks), and ragpicking. Some 
reported begging and con.struction work as 
their vocation. 

Among adult women (18 years to 57 years 
of age), the female participation rate was 
around 26 per cent, while for males the cor¬ 
responding rate was 53 per cent. This was 
because women (a) were primarily subsidiary 
earners, and (b) found the pressure of 
domestic work, and rearing children reduced 
their scope of work as principal earners. 
Abandoned and separated women however 
had to function as principal earners despite 
often having siblings to raise. 

After children reached the working ages, 
women in families continued earning in their 
vocations. As Hible 5 shows, women in the 
age group of over 45 years constituted a 
sizeable segment of pavement dweller work¬ 
force, primarily as domestic servants or 
ragpickers. 

Status of children: Pavement dweller 
families have average per capita incomes of 
only around R$ 80 per month. The status 
of children therefore, depends on the 
capability of the husband and wife to pro- 
vi^ the bare minimum for physical survival. 
Some significant implications of our study 
are unbalanced sex ratios, lack of interest in 
education and unsatisfactory expectations of 
the future, for children of pavement dwellers. 

Among children below 18 years of age the 
sex ratio imbalance appears to persist, as 
shown in Thble 2. 'Tira factors have con¬ 
tributed to this feature. Firstly among tem¬ 
porary migrants femaie children get left 
behind in their villages of origin usually 
under care of the extended fhmily. Secondly, 
young boys come to the city taking advan¬ 
tage of social networks (extended family 
connections) to find jobs in low-paying voca¬ 
tions siich as helpers in small tea shops, run¬ 
ning errands, etc. An enterprising child is 
often able to gain access to a relatively 
specialised vocation such as a motor 
mechanic, cycle repair mechanic and similar 
trades through learning-by-doing. An adult 
member of the.village keeps a watchful eye 
on him, and is gradually able to induct the 
child into the mainstream vocation. 

Education among pavement dwellers’ 


children appears to be unsatisfactory despite 
the availability of fbee primary education in 
the city. As Ihble 6 shows, barely 6 per cent 
of children were educated Up to the primary 
school level or above. The lack of interest 
in education is a reflection of perceptions 
of pavement dweller parents toward formal 
education and human capiul formation. 
The types of vocations available to these 
children do not require educational creden¬ 
tials. in fact, for socially degrading vocations 
like ragpicking and begging, the lack of 
education perhaps ensures a quick adapta¬ 
tion by the child to the realities of the voca¬ 
tion. IMe observed that children either helped 
their patents in maximising total earnings, 
or alternatively shared the burden of 
domestic chores. In overall terms about 4 per 
cent of the child population actively sup¬ 
plemented family incomes. 

A child's expectations of what the future 
has in store is dependent on the nature of 
access family ties are able to create. For a 
small boy, who comes to the city with an 
elder brother or uncle, the probability of 
gaining access to a mainstream vocation on 
reaching adolescence is fairly high. In con¬ 
trast, the child of a family engaged in a 
marginal vocation gets condemned to a 
marginal vocation on reaching adulthood. 
We did not come across any example of a 
child from a marginal vocation who gradu¬ 
ated or moved up in occupational mobility 
into a mainstream vocation.'* 

Pavement dweller families reflected some 
widely shared perceptions on poverty in 
India. Income levels were low. Survival 
strategies were durable, based usually on 
social networks and informal contracts. On 
the positive side institutions like the family, 
extended family exhibited features common 
to the more affluent strata of society. Obser¬ 
vance of religious customs and rituals were 
also widely prevalent. This admixture of un¬ 
satisfactory economic conditions and vitality 
of social and cultural institutions is the 
major feature of life among the urban 
poor.’ 

Family Profile by Income Groups 

We now examine in further detail family 
profiles by income groups for a sample of 
160 representative schedules from the 
CMDA survey.* The need for a more inten¬ 
sive examination of selected schedules arose 
because aggregative analysis of 1,472 family 
schedules left several questions partially 
answered, particularly the sex composition' 
among children, income>family size linkages 


and dq;>endents per family. The purpose of 
this exercise has been to outline the 
magnitude and overall dimensions of urban 
poverty. It was felt that an intensive examina¬ 
tion of individual schedules would present 
a more satisfactory qualitative appreciation 
of the problems and issues, rather than a 
mechanical statistical analysis. 

Among the 160 families, chosen, we found 
that household incomes could be divided 
into three threshold levels. Group A, the 
poorest, had the lowest family incomes of 
below Rs 280 per month. Group B had income 
levels between Rs 28l and Rs 420 po- month, 
while Group C had income levels above 
Rs 420 per month. The three groups had 
roughly equal shares of the overall popu¬ 
lation. 

liibles 7 and 8 summarise the important 
findings of this exercise. TWo features stand¬ 
out in Ihble 7. Firstly the average age of the 
spouse is higher for families in the high in¬ 
come groups. As the spouse is usually the 
woman, the corresponding age of the male 
head of household was also invariably 
higher. This feature is because, by conven¬ 
tion in Indian society the husband is older 
than the wife by at least three to four years. 

The second significant feature is that per 
capita income registers a sharp increase for 
higher income cla.s.ses. Higher family income 
levels usually include substantial contribu¬ 
tions by the spouse. In Group A familie.s 
only about 12 per cent of spouses reported 
contribution to family income. In Group B 
about 28 per cent contributed to family in¬ 
come, and for Group C the share increased 
to over 40 per cent. As a result of this 
feature, higher monthly income levels had 
significantly higher per capita incomes 
despite larger family sizes. 

Table 8 shows a substantial increase in 
children per family for Groups B and C. 
Although Group B had a slightly larger 
number of children per family. Group C had 
more cases of adult dependents. The overall 


Table 5; Proportion of Female Participants 
BY Age Group 


Age 

(Years) 

Proportion 
of Female 
Participants 
(Per Cent) 

5-14 

3 

15-44 

61 

45-59 

20 

Over 60 

16 


Table 4: Women Pavement Dwellers by Marital Staitjs and Age Croup 

(Per Cent) 


Age 

(in Years) 

Never 

Married 

Currently 

Married 

Widowed 

Abondoned/ 

Separated 

Ibtal 

17 

32.7 

1.7 



34.4 

18-42 

2.9 

39.8 

4.3 

3.2 

50.2 

Over 42 

0.1 

6.6 

8.1 

0.6 

15.4 

Tbtal 

35.7 

48.1 

12.4 

3.8 

100.0 
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dependency ratios declined for larger income 
le^s. 

Data in Ihbles 7 and 8 confirm the follow¬ 
ing features: 

(i) Higher income levels among families 
occur when the husband, wife and family 
members ate able to contribute to household 
incomes; This feature is possible in both 
mainstream and marginal vocations. In 
some activities like vegetable vending, 
hawking and ragpicking, the spouses and 
dependents all worked in the same vocation. 
In other activities involving manual labour, 
the wife’s vocation was a subsidiary one, 
usually domestic service. 

(ii) Set ratios among children are balanc¬ 
ed among lower income groups. For income 
levels above Rs 421, however, the balance is 
heavily tilted against females. FamiUes wHh 
higher income levels have more male children 
(often including nephews and relatives from 
the village) because these children can earn 
extra income from available earning oppor¬ 
tunities. This feature was particularly obser¬ 
vable among the Hindi-speaking pavement 
dweller population from the districts of 
Bihar. 

(iii) Where income earning opportunities 
are high, adult children also stay on in the 
nuclear family, and contribute income. 

(iv) Income levels cut across all important 
vocations open to pavement dwellers. Thble 9 
describes the occupational distribution by. 
the two major vocational categories. Rag¬ 
pickers and beggars earning family incomes 
of more than Rs 421 per month were subs¬ 
tantial. Conversely, many rickshaw pullers, 
headload carriers and daily casual labourers 
also reported income levels less than Rs 280 
per month. 


As a next step we examined the socio¬ 
economic characteristics of the lowest two 
deciles of the sample, These covered pave¬ 
ment dweller families with monthly incomes 
less than Rs 200 per month. Thble 10 sum¬ 
marises the Findings. 

The poorest two deciles have .smaller 
nuclear families and virtually no income 
contributions by the spouse. The average age 
of husband and wife was higher than for the 
entire Group A. The division between 
Bengali and Hindi speaking households was 
proportionate to the overall ratio (with 58 
tier cent reporting Bengali as the mother 
tongue). Another significant feature was the 
relative preponderance of respondent’s 
working in the mainstream vocations; only 
10 per cent of the respondents belonged to 
marginal vocations. 

These findings confirm the observations 
of the earlier two papers that the poorest of 
the urban poor families belong to both 
mainstream and marginal categories. A large 
number on the verge of destitution hang on 
to a precarious income in mainstream voca¬ 
tions that involve hard manual labour. When 
old age, infirmity or ill-health reduces their 
muscle power, they have to reconcile 
themselves to declining income levels. The 
second group are individuals who have cap¬ 
tured the fringes of marginal vocations. The 
beggar on an empty street, the ragpicker fac¬ 
ing a cleared garbage vat, or a middle-aged 
woman unable to find work as a .servant 
because of her reputation as a lady of easy 
vii tue aptly describe some members of this 
group. Income levels of Rs 40 per capita per 
month barely works out to Rs 1.33 per day. 
In the monetised city economy this amount 
is wholly inadequate. 


Table 6: Pavement Dweller Children bv Educational Status 


7 Ysars 


Below piimary 

49.1 

Primary 

0.5 

Above primary 

— 

Total 

49.6 


8-12 Years 13-17 Years Total 


30.8 

13.7 

93.6 

2.5 

1.4 

4.4 

0.5 

1.5 

2.0 

33.8 

16.6 

100.0 


Table 7: Income-Family Linkages 


Income Level 
(Rs Per Month) 

Sample 

Size 

Average House¬ 
hold Income 
(Rs Per Month) 

Spouse 

Age 

Monthly Per 
Capita 
income (Rs) 

Less than 280 

57 

197 

28 

58.46 

281-420 

50 

361 

25 

90.75 

Above 420 

53 

620 

34 

153.57 


Table 8: Dependent Characteristics for Pavement Dweller Families 



Rs/Month 

Sex Ratio 
M : F 

Avenge 
Number of 
Children 
Per Family 

Percentage 
of Families 
without 
Dependents 

Dependency 

Ratios 

Group A 

280 

33 

34 

L79 

7 

2.04 

Group B 

281-420 

47 

48 

2.41 

4 

2.01 

Group C 

420 

67 

43 

2.34 

14.8 

1.94 


Table 9: Occupational Distribution " \ 
BY Income Group ' 

(Per Cent/ " 

. 


Group A Group B Group C 


Mainstream 

vocations 

89 

93.7 

84 

Marginal 

vocations 

n 

6.3 

16 


Table 10: Socio-Economic Features of the 
L owE.Tr Two Deciles 


Average monthly earnings per 


family (Rs) 

138 

Average age of head of family 


(years) 

35 1 

Average spouse age (years) 

32 1 

Dependency ratio 

2.34 ; 

Average children per family 

1.34 i 

Average per capita income 

\ 

(Rs/month) 

41.25 ’i 


PtxiRbsrr OF THt Urban PrjoR 

The analysis of the previous sections have 
shown some dimensions of urban poverty 
among Calcutta’s pavement dweller families.' 
This section carries the study a step further 
by examining the poorest of the urban poor 
in the city, and looks at likely future 
economic status of pavement dwellers as a 
group. 

(a) Income level of Rs 0-20 per month: 
One respondent reported an income level of 
Re 0. She was a Bengali speaking beggar, 65 
years of age, suffering from thrombosis. Her 
meals were entirely from charity, but she 
reported eating two meals a day. Another 
respondent, a 60 year old handicapped male 
beggar, reported a monthly income of Rs 29. 
He subsisted on 1 '/j meals a day from hotel 
wastes. 

"(b) Income level of Rs 21 to Rs 40 per 
month per capita: The poorest in this range 
was again a beggar family consisting of a - 
55 year old man, his 45 year old wife and 
an eighteen year old son. The family had 
migrated from Bangladesh in 1955 and 
reported a family income of Rs 72 per 
month. 

Four persons (including two families), 
reported income levels between Rs 30 and 
Rs 33 per month. Tlvo of them were beggars, 
the third a domestic servant and the fourth, 
a 60 year old daily casual labourer. 

(c) Income levels of Rs 40 per month: Six 
respondents reported monthly per capita in* 
come levels of Rs 40 per month. Except one 
fish vendor family of three, the others were 
all beggars living off hotel wastes and dtari' 
ty. The average number of meals per dny 
varied -from 1 Vi to 2. 

Thirteen persons out of the sample ske ' 
of 568 reported income levels of less than ; 
Rs 40 per month per capita. The average age 
among them was 53 years, and a majoriiy ; 
were beggars, who were able to gain acceMj.'; 
to charity meals on a regular basis. TtM 
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group was altnott evenly divided between 
Bengali (peaking and Hindi speaking 
respondents. Most of them were bulging for 
a-long period in the city. Only one beggar 
claimed to have worked previously as a daily 
casual labourer. 

The poorest of the urban poor were a 
dearly identifiable group consisting of old 
beggars or infirm individuals. For these per¬ 
sons charity and irregular earnings provided 
a precarious liveUhood. 

For respondents with per capita income 
above Rs 40 per month, the picture became 
considerably more diffused. Individuals 
from several mainstream and marginal voca¬ 
tions were observed, and most persons 
repiorted having two meals a day, purchased 
from cheap restaurants, hotel wastes and 
charily. Families with young children usually 
earned at least Rs 60 per capita per month. 

Future Prospects for the Pavement 
Dweller 

The presence of a large population in 
metropolitan cities in India, living a 
shelterless existence on pavements leads one 
tb assess future-prospects for such persons. 
Our analysis has shown that within pave¬ 
ment dwellers wide variations exist in income 
levels, access to earning opportunities and 
expectations of the future. 

Perhaps the best-off group are the 'tem¬ 
porary' migrants, who use urban earning op¬ 
portunities to support their village homes, 
and return to their families after a stay in 
the city extending sometimes to two or three 
decades. Of course, an accurate assessment 
of their conditions is only possible after 
detailed trac''r studies are conducted in the 
tillages of origin so that an idea is obtain¬ 
ed on landholding patterns, social mobility 
and their overall economic status. At least 
however, this group does not have to face the 
spectre of urban destitution in an impersonal 
environment during old age. 

The second group of relatively well-off 
pavement dwellers are seIf-cm|doy^ persons 
working as hawkers, tea-shop-Impers and 
vegetable vendors. Having captured urban 
spots with locational goodwill these indi¬ 
viduals and their families can hope to con¬ 
tinue exploiting their income sources. As 
Indian cities exhibit increasing trends in 
population density and congestion, loca¬ 
tional values have consistently risen in all 
major commercial and residential areas. ^ 

The third group are self-employed persons 
in marginal vocations like ragpickiitg and 
begging who perform functions that are 
unacceptable in a welfare state. The dilem¬ 
ma for the policy-maker is how to prevent 
such activities, which are clearly more 
remunerative than the vagaries of wage- 
employment in rural areas. Economic 
development is the only answer, but in the 
short run a clear national policy is also re¬ 
quired. What makes these vocations parti¬ 
cularly offensive is that as our study has in¬ 
dicated, there is never any upward mobility 
for such persons to mainstream vocations. 


The fourth group are the urban destitutes 
for whom life becomes a grim trade-off bet¬ 
ween an undernourished existence and 
premature mortality. The real tragedy of 
poverty is not so much low income levels as 
much as the reduced expectations of life for 
the physically weak. Fatalism undoubtedly 
softens the pain, but the question still re¬ 
mains, cannot destitution be eliminated in 
the twentieth century? 

For children born to pavement dwellers 
options depend on the parents' earning 
capabilities. Physically-arduous vocations 
are usually difficult for them because of 
malnutrition and unhealthy living environs. 
Other vocations are available, and a wit 
sharpened by the vicissitudes of urban life 
normally sees them through to adulthood 
and beyond. But the movement out of the 
pavement to a little shack in the bustee or 
Slum remains a distant dream. 

Conclusion 

The study of pavement dwellers of Calcut¬ 
ta has outlined the magnitude and dimen¬ 
sions of urban poverty. Until large differen¬ 
tials in earning opportunities between cities 
and rural areas are reduced, the rural pooi 
will continue to migrate and prick the con¬ 
science of the urban elite. For eradicating 
urban poverty we have to speed up rural 
development. Until then these persons will 
stake their claims on foot-paths, garbage 
vats and public parks. Their physical quality 
of life suffers, the city's aesthetics are af¬ 
fected by open defecation and littering of 
garbage; public conscience is upset by visi¬ 
ble hunger. But these are the realities of civic 
life. 

In a democratic society there are no quick- 
fix solutions. The influx of the poor cannot 
be prevented by legislative fiat. Institutional 
innovations such as large-scale social bank¬ 
ing are difficult to design and implement for 
addressless entrepreneurs or headload car¬ 
riers. The lack of clear appreciation of 
urban-rural linkages compounds this pro¬ 
blem. Consequently, urban poverty allevia¬ 
tion programmes tend to by-pass pavement 


dwellers in cities. Prospects of rapid rural 
development, and r^uced urban-rural 
growth differentials immediately are unlike¬ 
ly. Until then the issues raised above will 
remain, and we hope that social scientists 
and policy-makers will take a long hard look 
at the findings of these papers that the 
poorest of the poor are found subsisting in 
close proximity to the wealthiest members 
|Of the community. 

Notes 

1 The survey was conducted in 1987 by the staff 
of the Calcutta Metropolitan Development 
Authority. 

2 As mentioned in our earlier paper ‘A Ca.se 
Study of Pavement Dwellers in Calcutta: Oc¬ 
cupation, Mobility and Rural-Urban 
Linkages', Economic and Political Weekly, 
December 3, 1988, data from the 1976 study 
covered squatter settlements on public lands, 
while the present study was confined to 
shelterless individuals. 

3 National Council of Applied Economic 
Research. 

4 Op eit. Economic and Political Weekly, 
December 3, 1988, 

5 About 15 per cent of respondents reported 
sickness, with an almost equal division bet¬ 
ween those who reported eventual recovery, 
and others who were chronically ill. More 
than 70 per cent used allopathic medicines. 
Details are shown below: 



Recovered 
(Per Cent) 

Sick 

(Per Cent) 

Fever 

28,6 

11.1 

Chest-related 

13.6 

29.6 

Gastric 

20.3 

25.9 

Liver-related 

20.3 

11.1 

Malaria 

17,0 

3.8 

Miscellaneous 

0 

18.5 


100 

100 


6 This section is ba.sed on an intensive study 
of 568 schedules based on a 2 per cent 
sample. 

7 See N Vijay Jagannathan [1987] Informal 
Markets in Developing Countries, Oxford 
University Press, New York. 
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► Poverty Ratio as a Devolution Criterion 

A Note 

T K Arun 


The Ninth Finance Commission’s use of the poverty ratio in its devolution formula has been counter-productive 
in making the inter-state distribution of resources more progressive. What makes the commission’s resort to a 
formula that so blatantly favours a few rich states at the expense of some of the poorest all the more intriguing 
is that alternative methods of devolution to achieve a more progressive distribution among the states are so readily 
available. 


THIS note' briefly examines the implica¬ 
tions of the use by the Ninth Finance Com¬ 
mission (NFC) of the Poverty Criterion for 
the inter-state sharing of the divisible pool 
comprising 76.5 per cent (90 per cent of 85 
per cent) of Income fix and 40 per cent of 
the revenue from Union Excise Duties 
(another 5 per cent of the excise revenue goes 
only to the states with revenue gap). 

The stated objective of the NFC in intro¬ 
ducing this criterion is for the inter-state 
allocation of resources to better “reflect the 
state of well-being or otherwise among the 
majority of population of the states”.^ The 
commission is in sympathy with the view of 
the richer states that they are deprived by 
central taxes of the capacity to tax their 
wealthy citizens and, therefore, need to be 
helped for the purpose of mitigating the 
poverty of their economically less fortunate 
residents. In its strong concern for the poor 
of these states, the commission sets aside 
hesitations stemming from the known 
serious weaknesses of the estimates of the 
poor in each state and allocates 12.5 per cent 
of the divisible pool on the basis of the share 
of each state in the total poor of the country. 
To accommodate the new index, the NFC 
has, for the purposes of its award for 
1989-90, modified the devolution formula 
of the Eighth Commission, to transfer 12.5 
per cent weightage to Poverty Ratio, as 
defmed above, from the 25 per cent allocated 
to Income Adjusted Tbtal Population 
(lATP). The weights adopted by the NFC are 
as follows; 

25 per cent for 1971 population, 12.5 per 
cent for income-adjust total population, 
12.5 per cent for poverty ratio and 50 per 
cent for the distance of a state's per ca^ta 
income from that of the state with the 
highest per capita income, weighted by 
population. 

The distribution formula of the NFC can 
be represented as follows: 


V. = X 


0.25 —+ 0.125— + 


0.125 r. + 0.5 


Id, 


Where 


I Vj is the share of the state i in X, 

X is the quantum of resources likely to be 
distributed during 1989-90 on the basis 
of the formula ^ 90 per cent of the 


divisible Income Tix -(• 40 per cent of 
the Union Excise Duties = Rs 9,100.14 
crore, 

P, is the population of the state i as per the 
1971 census, 

P, is income adjusted population 

= p^ X ^-where Yj is the average 

per capita SDP of i for the period 
1982-85, 

r, is the state i’s share in the total poor of 


all the states, 

d, is the distance of i from the highest per 
CBpite SDP, that is of Puiyab, weighted 
by population. 

= (y - y,) P,, where y is Punjab’s 
average per- capiu SDP for 1982-85, 
except when i = Punjab, Goa when 

*^1 “ (y “ y Msharashtra)F|. 

Thble 1 gives the share of each state in the 
1971 population, lATP, the total poor of all 
the states and the sum of distances (Id|). 


Table 1 

(Per Cent) 



Share m 
1971 

Population 

(1) 

Share in 
lATP 

(2) 

Share in 
the Poor 

(3) 

Share in 
Distance 

(4) 

Share in 
income Thx 
Collections 
(5) 

1 Andhra Pradesh 

8.010 

7.432 

7.568 

7.942 

2.718 

2 Arunachal Pradesh 

0.086 

0.068 

0.052 

0.067 

0.030 

3 Assam 

2.693 

2.707 

1.838 

2.926 

0.707 

4 Bihar 

10.377 

14.915 

13.487 

14.824 

0.983 

5 Ooa 

0.146 

0.066 

0.435 

0.048 

0.234 

6 Gujarat 

4.916 

3.150 

3.233 

2.158 

14.339 

7 Haryana 

1.848 

1.159 

0.801 

0.738 

0.787 

8 Himachal Pradesh 

0.637 

0.556 

0.225 

0.582 

0.109 

9 Jammu and Kashmir 

0.850 

0.711 

0.380 

0.729 

0.403 

10 Karnataka 

5.395 

4.765 

5.078 

5.013 

3.542 

11 KeraU 

3.931 

3.631 

2.638 

3.876 

2.167 

12 Madhya Pradesh 

7.670 

8.477 

9.406 

9.123 

1.466 

13 Maharashtra 

9.283 

5.606 

8.561 

3.064 

50.385 

14 Manipur 

0.198 

0.209 

0.070 

0.226 

0.037 

13 Megl^ya 

0.186 

0.201 

0.148 

0.217 

0.039 

16 Mizoram 

0.061 

0.072 

0.177 

0.078 

0.005 

17 Nagaland 

0.095 

0.067 

0.066 

0.057 

0.010 

18 Orissa 

4.041 

4.355 

4.358 

4.699 

0.454 

19 Punjab 

2.495 

1.283 

0.900 

0.824 

3.430 

20 Rajasthan 

4.744 

4.992 

4.657 

5.396 

1.857 

21 Sikkim 

0.039 

0.031 

0.177 

0.031 

0.008 

22 Thmil Nadu 

7.586 

7.458 

7.388 

8.048 

6.075 

23 Tripura 

0.287 

0.300 

0.188 

0.325 

0.035 

24 Uttar Pradesh 

16.267 

20.637 

19.579. 

21.516 

4.367 

25 West Bengal 

8.159 

7.148 

8.306 

7.494 

5.829 


Sources: Col I is based on Census figures. 

Col 2 is computed from Census figures and Annamie V.5 of the First Report of the 
Ninth Finance Commission. 

Col 3 is reproduced from Annexuie V.3 of the First Report of the Ninth Finance 
Commission. 

Col 4 is computed fiom Census figures and Annexure V.5 of the First Report of Ninth 
Finance Commission. 

Col 5 derived as ten times the difference between the share of the state in Income Ihx 
devolutions u given in pam S.30 of the First Report of the Ninth Finance 
ConunWan and ninety per cent of the states share in Excise Duty as per pan 6.18 
Thble 1 of the First Report of the Ninth Finance Commission. 
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(The contribution of each state to total 
income Ihx cc^ections is also given as a 
memorandum item.) 

The impact of transferring I2.S per cent 
weightage in the allocation formula to 
poverty ratio from lATP on the resource 
transfer to each state is easily measured as; 

A V, = 0.125 X (I- - ) 

IP,' 

Ikble 2 quantifies the loss/gain thus sus¬ 
tained by each state in the distribution of 
the estimated amount of Rs 9,100.14 crore 
available for inter-state allocation during 
1989-90 under the NFC formula, as com¬ 
pared to an allocation as per the unmodified 
formula of the Eighth Commission.’ 

Of the ten states benefiting from the 
inclusion of the poverty ratio in the alloca¬ 
tion formula, as many as six are those with 
per capita income above the average. On the 
other hand, the adoption of the new crite¬ 
rion has adversely affected fifteen states, of 
which eight have per capita incomes below 
the all-states’ average. If only the fourteen 
major states are considered, only two out of 
the flve low income states ate benefited, the 
three other low income states are deprived. 
And the three low income states so deprived, 
viz, Bihar, UP and Rajasthan, together 
account for as much as 73.27 per cent of the 
poor in all the low income states put 
together. Of the states that gain, Maha¬ 
rashtra stands to gain the most, viz, nearly 
50 per cent of the total redistribution 
effected by the new criterion. 

It may also be noted that three of the 
states that benefit, viz, Maharashtra, 
Gujarat and Karnataka, had been estimated 
to have had revenue surpluses even before 
tax devolution. Of the states adversely 
affected by the NFC’s change of the devolu¬ 
tion formula, all save Puitjab and Haryana, 
had been assessed by the commission 
as having had revenue deficits before 
devolution. 

Out of the four high income states, half 
have benefited while the other half have 
suffered on account of the modifled 
formula. Of the five middle income states, 
three have gained and two have suffered, and 
of the five low income states, as noted, the 
majority have sustained losses. The poorer 
a state, the greater, it would appear, the 
chances of the poverty criterion depriving 
it of a share in central transfers. 

In Ikble 3, a compsuative picture is 
presented of the state-wise per capita devolu- 
tioiu (assuming that the amount to be 
distributed among the states remains 
unchanged at Rs 9,100,14 crore) under three 
altmnate devolution formul^ viz, the 
original formula of the Eighth Finance 
Commission, the formula as modified by the 
NFC so as to transfer 12.5 per oem weightage 
from lATP to the share of each state in the 
poor population of all the states and, finally, 
another version of the Eighth Cominission’s 
formula modified to traufer 12.5 per cent 
weightage firom lATP to distanoeL (Note that 


Tabue 2; Imrvct of R»u.ux;AnNO WaioinAOE to Povesttv Ratio 


States Beneflted 

Gain (Rs Crore) 

States Deprived 

Loss (Rs Crore) 

1 Maharashtra 

33.614 

1 Bihar 

16J44 

2 West Bengal 

13.172 

2 Uttar Pradesh 

12.035 

3 Madhya Pradesh 

10.568 

3 Kerala 

11.296 

4 Goa 

4.197 

4 Assam 

9.885 

5 Karnataka 

3.560 

5 Punjab 

4.357 

6 Sikkim 

1.661 

6 Haryana 

4.072 

7 Andhra Pradesh 

1.547 

7 Rajasthan 

3.811 

8 Mizoram 

1.194 

8 Himachal Pradesh 

3.765 

9 Gujarat 

0.944 

9 Jammu and Kashmir 

3.765 

10 Orissa 

0.034 

10 Manipur 

1.581 



11 Tripura 

1.274 



12 Ikmil Nadu 

0.796 



13 Meghalaya 

0.603 



14 Arunachal Pradesh 

0.182 



15 Nagaland 

0.011 

Table 3: Per Capita Allocation to Each Stafe Under the Devoiution Formui a 


Of the NFC Of the 8th FC 

Of the 8ih FC 




Modified for 




Distance 

1 Andhra Pradesh 

133.38 

133.09 

134.i: 

2 Arunachal Pradesh 

100.82 

103.70 

103.52 

3 Assam 

123.69 

128.66 

129.91 

4 Bihar 

176.45 

178.78 

178.63 

5 Goa 

111.19 

69.53 

67.50 

6 Gujarat 

82.92 

82.64 

79.33 

7 Haryana 

75.77 

78.92 

75.22 

8 Himachal Pradesh 

116.47 

125.26 

125.95 

9 Jammu and Kashmir 

108.43 

114.71 

115.06 

10 Karnataka 

124.62 

123.67 

124.43 

11 Kerala 

132.44 

136.88 

137.97 

12 Madhya Pradesh 

151 98 

149.96 

151.36 

13 Maharashtra 

81.51 

76.16 

71.55 

14 Manipur 

126.40 

137.54 

138.89 

15 Meghalaya 

135.31 

139.82 

141.19 

16 Mizoram 

157.35 

133.16 

134.54 

17 Nagaland 

80.89 

81.03 

79.56 

18 Orissa 

153.33 

152.00 

155.00 

19 Punjab 

70.93 

73.53 

70.42 

20 Rajasthan 

135.20 

136.31 

137.65 

21 Sikkim 

146.69 

94.92 

94.92 

22 Ikmil Nadu 

146.18 

146.35 

147.74 

23 Tripura 

130.87 

137.07 

138.46 

24 Uttar Pradesh 

162.95 

164.04 

164.94 

2S West Bengal 

128.69 

126.28 

127.00 


Table 4: Impact of RealIjOCating 12.5 Per Cent Weiohiage from lATP to Disiance in the 

EIOHTH COMMISSION'S FORMULA 


Suies Benefited 

Gain (Rs Crore) 

Sutes Deprived 

Loss (Rs Crore) 

1 Uttar Pradesh 

9.999 

1 Maharashtra 

28.916 

2 Madhya Pradesh 

7.348 

2 Gujarat 

11.284 

3 Ikmil Nadu 

6.711 

3 Punjab 

5.221 

4 Andhra Pradesh 

5.801 

4 Haryana 

4.789 

5 Rkjaslhan 

4.595 

5 Bihar 

1.035 

6 West Bengal 

3.934 

6 Goa 

0.205 

7 Orissa 

3.913 

7 Nagaland 

0.114 

8 Karnataka 

2.821 

8 Arunachal Pradesh 

0.011 

9 Kerala 

2.787 



10 Assam 

2.491 



11 Himachal Pradesh 

0.2% 



12 Tripura 

0.284 



13 Jammu and Kashmir 

0.205 



14 Manipur 

0.193 



IS M^halaya 

0.182 



16 Mizoram 

0.068 
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we are Here discttulna not the entire award, 

I but only a portion of it.) The correlation co¬ 
efficient of per capita devolution with per 
capita SDP works out to only -0.787 under 
the NFC formula, whereas under the Eighth 
Commission’s formula its value is -0.917.' 

Against the criticism of introducing the 
poverty ratio in the inter-state distribution 
of central transfers, the only plausible 
defence that could be advanced is that the 
allocation tied to poverty ratio will go to 
benefit the poor of the country. But this 
defence is not at all tenable as the total 
number of the poor deprived under the NFC 
formula more or less cancels out the total 
number of the poor whom the measure 
might benefit through an improvement in 
the fiscal positions of their state govern¬ 
ments (202.71 lakh as against 203.45 lakh, 
these being the sums respectively of the 
deprived and benefited state-wise poor 
weighted by the state-wise' amount of 
I loss/benefit). 

Thus the net result of the use of the 
poverty criterion by the NFC has been to 
benefit a few rich states, notably, Maha¬ 
rashtra, at the expense of some of the 
poorest states, without fulfilling the stated 
objective for which the NFC adopted the 
criterion in the first place. 

MahiCrashtra is the one state which is a 
conspicuous gainer from the NFC’s dispen¬ 
sations in many other respects as well. As 
can be seen from Thble 1 last column, 
Maharashtra’s share of Income Thx collec¬ 
tions works out to more than SO per cent. 
Therefore, any weightage to contribution is 
particularly beneficial to a state like 
Maharashtra. Gujarat, another high income 
state, comes next. Ibgether the;e two states 
claim close to two-thirds of the share of 
income tax distributed on the basis of 
contribution. 

It is not very surprising that a transfer of 
weightage to poverty ratio turns out to be 
to the advantage of the richer states given 
the pattern of income distribution among 
the states, with insignificant correlation 
between the per capita income and the extent 
of poverty among the states. In such a situa¬ 
tion, reducing the weightage from an index 
that takes into account the per capita SOP 
is bound to adversely affect the poorer states. 

If the objective was to improve the equity 
of inter-state allocation, the NFC could very 
well have reallocated 12.5 per cent weightage 
from lATP to dllstance, and not by the intro¬ 
duction of the poverty ratio. The changes 
that would result from such a modirication 
are presented in Thble 4. It may be seen that 
of the eight states that suffer as a result of 
the redistribution of weights, seven are those 
with top ranking in terms of per capita 
income whereat the loss by the one poor 
states Bihar, it marginal. At the same time; 
16 states b^fit, including four out of the 
five low income states, but not a single high 
income state stands to benefit. The correla¬ 
tion coefficient of per caihta devolution with 
per capita ^DP under this formula (see 
ThUe 3) at -0.919 is significantly better than 


that under file NFCs formula and maiginal- 
ty better than that under the Eighth Com¬ 
mission’s formula. 

lb sum up, the use of the poverty ratio 
in its devolution formula by the Ninth 
Finance Commission has been counter- 
proudetive in making the inter-sutte distribu¬ 
tion of resources more progressive. The 
ready availability of alternate methods of 
devolution to achieve a mote progressive 
distribution among states makes the com¬ 
mission’s resort to a formula that so 
blatantly favours a few rich states at the 
expense of some of the poorest among them 
all the more intriguing. 

Notes 

I This note is a modified version of the one 


contriDuted to a seminar in THvandram on 
December 12, 1988 organised by the Kerala 
State Planning Board on the First Report of 
the Ninth Finance Commission. I wish to 
thank IS Gulati and K N S Nair for helpful 
suggestions and comments. Neither it res¬ 
ponsible for any errors that may remain. 

2 See Tht First Report oj the Ninth Finance 
Commission (1988), para 5.24. 

3 These figures differ from similar calculation 
made by Amaresh Bagchi in his paper on the 
First Award of the Ninth Finance Commis¬ 
sion (Economic and Political Weekly, 
December 10, 1988). Bagchi is, we believe, 
slightly in oror in counting all of the divisible 
Income Thx as being divisible under the 
formula, overlooking the fact that 10 per cent 
of the divisible Income Ihx is distributed on 
the basis of contribution. 


Correction 


The notes of the article ‘Effective Incentives 
and Subsidies for Groundnut Cultivators in 
India' by Ashok Gulati (Review of Agriculture, 
Deceml^ 24-31, 1988) were inadvertently omit¬ 
ted in the printing of the article. The notes are 
printed below. The omission is regretted. 


Notes 

1 The Ikchnology Mis.sion on Oilseeds (TMO) 
seeks to achieve self-reliance in edible oils 
by 1990 by raising oilseeds production to 
18 million tonnes ^ 1989-90 and 26 million 
tonnes by 2000 AD. The strategy adopted 
to achieve this ambitious target includes, 
among many other measures, substitution 
of groundnut by sunflower, especially in 
Gujarat. The basic approach of the strategy 
is through four micro missions, (i) on crop 
technology, which would be responsible for 
developing new seeds/varieties that arc 
better in terms of yield, pest resisUnce, 
aflatoxin, etc; (ii) on post-harvest processing 
technology to modernise processing and 
storage, so that oil recovery can be in¬ 
creased; (iii) on farmers’ support system for 
propagation of new inventions/innovations. 
This would be carried out through exten¬ 
sion service, input delivoy systems, etc; 
(iv) on price, storage, processing and 
marketing, which would aim primarily at 
providing remunerative prices to farmers 
(see Tkehnotogy Mission on Oilseeds, 
Department of Agricultural Research and 
Education, Ministry of Agriculture, 
Govmiment of India, Januaiy 1987 and the 
associate reports on four micro-missions). 

2 See Garry Pursell and Neil Roger [1985]; 
Pasquale L Scandizzo and Colin Bruce 
[1980]. 

3 Average of 1982 to 1984, FAO Production 
Year Book, 1984. 

4 Price Prospects for Major Primary Com¬ 
modities, Vol II, World Bank, 1984 (p 219). 

5 Op cit, p 220. 

6 For greater details of this dispute, see 
S Ganguly (1982-83), The NAFED-IOPEA 
Confrontation’, Business World, 
December 20, 1982 to January 2, 1983. 

7 NAFED (1986), Groundnut, Commodity 
Bulletin, p 3j. 

8 Aflatoxin is a form of fungus produced by 
secondary metabolies by the moulds— 
Aspergillus Flavus Tbxin. It is highly toxic 
and may cause death to animals and even 


human beings. Hi^h moisture content is the 
prime factor causing its growth. In case of 
groundnuts, if moisture content exceeds 
8 to 9 per cent and in case of groundnut 
cake if it exceeds 12 per cent, aflatoxin is 
likely to grow. It can also occur durii^ tong 
voyages, if the packing is not done with due 
care to this problem. In 1978-79, UK, 
ministry of agrtculture, fisheries and food 
(MAFF) discovered high degree of aflatoxin 
in groundnut and cottonseed extractions 
used as cattlefeed formulations and thereby 
banned the imports of these commodities. 
This spread to other importing countries as 
well, which demanded aflatoxin free 
delivery of these goods at their ports. The 
Groundnut Extraction Export D^opment 
Association (GEEDA) assured the impor¬ 
ting countries in 1983-84 that a satisfactory 
solution of aflatoxin problem would be 
found in near future. At present the maxi¬ 
mum acceptable limit of the presence of 
aflatoxin is 0.005 PPM (parts per million). 
See NAFED (1986), Groundnut, Com¬ 
modity Bulletin, pp 36-37. 

9 See Suresh Shah (1987), ‘Huge Potential for 
Exports of HPS aroundnuts‘. The 
Economic Times, September 12, 1987. 
Similar suggestion was put forward by 
P K Nagar in 1982-83, see S Ganguly 
(1982-83) and Kaku Ihnna (1984), ‘Propping 
up Peanut Exports’, 22nd All India Con¬ 
vention of Oilseeds and Oils TYade and 
Industry, Delhi Vegetable Oil IVaders’ 
Association, November 30, 1984. 

10 Average of 1982-83 to 1984-83 Directorate 
of Economics and Statistics, Ministry of 
Agriculture; Government of India, Nine 
major oilseeds are—Groundnut (53.41 per 
cent), Rapeseed and Musfard (21.92 per 
cent). Soybean (5.70 per cent), Sesamum 
(4.S'7 per cent), ^fflower (3.81 per cent), 
Castorseed (3.41 per cent). Linseed (3.37 per 
cent). Sunflower (2.50 per cent) and 
Nigerseed (1.23 per cent). 

11 Annual Report, 1984-S5, Department of 
Agriculture and Cooperation, Ministry of 
Agriculture and Rural Development, 
Govenunent of India, pp 77-78. 

12 For greater details on price instability of 
groundnut, see Purkayastha and Subra- 
manian [1986]. 

13 See Tbshar Shah and Shrikont Modak 
[1986]. 
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DISCUSSION 

New National Income Estimates 

T Rama Rao 


THE article ‘New National Income Esti¬ 
mates: Some Observations’ by M Mukherjee 
(November 26, 1988) has raised a few basic 
issues relating to empirical estimates and the 
manner in which research work leading to of¬ 
ficial estimates should be carried out in this 
country. I would like to consider here a few of 
the more important of his observations which 
are unfortunately confounded with issues and 
quotations applicable to all current statistical 
series in general and which could have been 
avoided for the sake of clarity while discussing 
the national income series. 

The first point made by Mukherjee is that 
the old and the new series are not comparable 
in view of the novdties introduced. There is also 
the problem of long-period comparability of 
the series. According to him, “we are cmty to 
introduce improvements and go on innovating 
concepts, dgfinitions and procedures" (em¬ 
phasis added). 

As was pointed out by S P Oothoskar 
(Septem b er 24,1988), the 1970 series (old series) 
was a continuation of the 1960 series. The basic 
concepts and methodology of estimation had 
thus remained unchanged (practically without 
any novelties, innovations and improvements) 
ftw more than two decades. Gothoskar had also 
observed that within the 1970 series itself, data 
sources and bench-mark estimates were chang¬ 
ed after 1980-81 distorting inter-temporal com¬ 
parability. Mukherjee is aware of the varying 
degrees of precision in the estimates of macro¬ 
economic variables and would like to tell us in 
the words of Morgenstern about the conse¬ 
quences of a 5 per cent error in the estimates. 
Ignoring these factors and Morgenstern, the old 
series and long-term period estimates are ac¬ 
ceptable to Muk herjee in the name of long-term 
compaiabillty. In a changing world, where there 
is large-scale transfomution of technology and 
institutional framework, nature of economic 
transactions and social and individual life 
styles, Mukherjee does not want us to suffer 
from ‘the craze' of introducing improvements 
and innovating concepts and definitions in the 
meuurement of economic activities. 

Over the iMt two decades, statisticians on 
every level have been busy in identifying gaps 
in our oflkial statistics and new sources of data 
have been generated out of measures taken to 
fill in these gaps. The concepts and methodo¬ 
logical issues in the new sources are evolved by 
consensus. Data nude available through such 
new sources are widely published and there are 
ample opportunities for research workers to, 
check these data for consistency. In the earlier 
series, GDP estimates for many industries were 
built up based on ad hoc norms, old bench¬ 
marks and outdated ratios. If the new sources 
give results which differ widely from popularly 
held beliefs, one could by all means subject 
these data to critical evaluation. Should we then 
discard new sources of data to maintain com¬ 
parability with outdated methodology? 

Mukherjee has cast serious doubts on the 


reliability of the new sources of dau, whether 
they are based on scientifically planned 
statistical surveys like the AIDIS and the follow¬ 
up of the Economic Census or on official 
guesses and expert opinions. The main foun¬ 
dation of these doubts is the targe divergence 
between the old and the new series. He wants 
more detailed information on the basic data. 
This is quite reasonable. But is the NAS an ap¬ 
propriate place for publishing such details? 

Estimates of capital stock implicit behind the 
estimation of consumption of fixed capital and 
the methodology itself are beset with many con¬ 
troversial concepts. Valuation of a given unit 
of capital at different points of time and the 
aggregation of such units of different vintages 
depend upon the purpose, the tax rules and the 
speed with which capital becomes obsolete. No 
single concept and estimate can satisfy all pur¬ 
poses. But should we discard a scientific and 
objective approach (also advocated by the Raj 
Committee) simply because it leads to estimates 
widely different from the earlier subjective 
estimates? 

it is well known that the definition of the 
household sector and the estimates of saving 
and capital formation of this sector are residual 
in character. What is not government, public 
and private corporate or foreign, is household. 
From the estimates of aggregate domestic sav¬ 
ing and capital formation we Substract the por¬ 
tion of other well defined sectors to obtain the 
estimates of household sector. Thus, any 
methodological change in the estimation of 
saving and capital formation of other sectors 
would affect, by a matching amount, the 
estimates for the household sector. That the 
paid-up capital of the private corporate sector 
is not an appropriate parameter for arriving at 
a population estimate from a sample estimate 
cannot be denied. But all this has been in the 
methodology of all the earlier series and is not 
a "crazy innovation' introduced in the new 
series. The methodology has been questioned 
in wide forums but the problem has eluded 
solution. 

The old and the new series differ widely in 
data sources, methodology and concepts and 
finally the estimates. The last one is the'end- 
product. But the earlier two factors cannot be 
faulted, simply because the old and the new 
estimates dilTer. One should rigorously test the 
sources and the methodology before coming to 
the estimates. This opportunity was available 
over the last two years to national income 
research workers when the subject was deli¬ 
berated in the Indian Association for Resetirch 
in National Income and Wealth of which 
Mukherjee is the president. 

Mukherjee contradicts himself when, at one 
place, he says that the old series was estimated 
more carefully than the new series and at 
another place he certifies that both the new and 
old series have been worked out with "con¬ 
siderable care using almost similar conceptual 
Bamework”. He acknowledges that those in the 


CSO “who produced the estimates (new series] 
have a thorough understanding of concepts and 
procedures involved in national income estima¬ 
tion", but at two places, he stresses the lack of 
the desirable level of craftsmanship required for 
estimation. He finds tripling of NDP in forestry 
in the new series "a change in the right direc 
tion" but objects to substantial upward revision 
in the estimates of unrecorded prodution of 
firewood. 

Mukherjee emphasises that the change in the 
structure of our economy (as depicted by na¬ 
tional income estimates) cannot'be brought 
about by a shift in the base year or by the use 
of improved methods and data. The structure 
IS there and one could only measure it at dif¬ 
ferent levels of precision. He has given two 
parameters for measuring the precision, viz, the 
difference in the old and the new series for the 
overlapping period (treating them as preli¬ 
minary and final estimates) and the measure 
of discrepancy (errors and omissions) obtained 
in consolidated national accounts. Discrepancy 
between two sets of data largely arise because 
of errors and omissions inherent in the residual 
method of estimation of capital formation by 
households. According to Mukherjee the 
former is within 5 per cent and the latter has 
increased in the new series as compared to the 
old series. According to me, both these I 
measures are inadequate to lead to the conclu 
sion that one series is better than the other. 

It is not my case that whatever the CSO has 
done in the new series is abso\ptely correct. All ' 
official statistics and estimation procedures 
should be open to critical evaluation and we 
should not hestitate to re-work and modify the 
estimates, if deemed necessary. This should be 
done in a manner which throws more light than 
dust on the problems faced by the estimators. 

In this context, it would be interesting to know 
the current situation in the UK which can best 
be described by extracts from a few news items 
published in Financial Times, London, m 
December 1988: "Inconsistencies in official 
statistics in the past three years have grown to 
such an extent that interpretation of data by 
government and analysts is now severely 
hindered”. Again, "the poor state of official 
figures was underlined on Monday when the 
Central Statistical Office was forced to publish 
a compromise estimate of gross domestic pro¬ 
duct growth in the third quarter of 1988. It had 
to do this because, on its own admission, figures 
for gross national expenditure in the UK were 
unreliable.” 

Mukherjee has been one of the pioneers in 
the estimation of national income aggregates 
based on empirical data and has also contri¬ 
buted in a substantial measure in the evolution 
of some of the basic concepts underlying the 
estimation procedures. He is also the author 
of what may be called the primer on national 
income theory and practice in India. But his 
(un)critical observations on the new series are 
bound to create more confusion. In examining 
statistical series (or any proposition for that 
matter), questions could be raised to seek 
clarifications and not to cast doubts on the 
capabilities and oepertise of the others or to at¬ 
tach motives to organisations. 
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NOTICE 


LARSEN & TOUBRO LIMITED 

It IS hereby notified for the information of the public that M/s. Larsen B Toubro Limited propose to make an application to the 
Central Government in the Depiartment of Compiany Affairs, New Delhi, under sub-section (2) of section 22 of the Monopolies and 

Restrictive Trade Practices Act, 1969, for approval to the establishment of a new undertakins Brief particulars of the proposal are as under: 

1. 

Name and Address of the applicant 

LARSEN & TOUBRO LIMITED 

Resistered Office- 



L & T House, Ballard Estate 

Narottam Morarjee Marg 

Bombay 400 038 

2 

Capital Structure of the applicant orsanisation 

As on 30.9.87 


Authorised Capital 

Rs 75,00,00,000 


Issued Capital 

Rs 51,99,33,540 


Subscribed Capital 

Rs 51,99,33,540 

3 

Management Structure of the applicant organisation 

Subject to the supervision and control of the Board of Directors 


indicating the names of the directors, including 

of the Company, the business and affairs of the Company are 


managing/wholetime directors and manager, if any 

managed by the following directors: 


1. Mr NM. Desai - 

Chairman & Managing Director designated as Chairman 4 

President 


2 Mr D L Pradhan - 

Wholetime Director designated as Vice President 


3 Mr S R R Subramaniam - 

do- 


4 Mr S P Kashyap 

■do 


5 Mr C R, Ramakrishnan — 

-do- 


6 Mr S D. Kulkarni — 

The names and occupation of other directors are as under 

-do 


1 Mr M.D Ambani (Vice Chairman) — 

Industrialist 


9 Mr y H Malegam - 

Chartered Accountant 


3 Mr RM Gandhi - 

Solicitor 


4 Mr Klaus Henseler - 

Corporate Executive 


5 Mr A.S. Gupta 

Company Director 


6 Mr S.H Khan 

Service 


7 Mr S E. Dastur - 

Senior Advocate 


8 Mr S S Marathe - 

Economist 


9 Mr. S N Shende - 

Government Service 


10 Mr ML. Bhakta 

Advocate 4 Solicitor 


11 Mr A.D Ambani - 

Industrialist 


12 Mr A Binder (Alternate to Mr Klaus Henseler) 

Engineer 

4 

Indicate whether the proposal relates to the esta- 

The proposal relates to the establishment of a new undertaking 


blishment of new undertaking or new umt/division 

which will be a part of Larsen 4 Toubro Limited 

5 

Location of the new undertaking 

The new undertaking will be located in Category A' backward 
area, either in the State of Madhya Pradesh or In the Union 

Territory of Pondicherry. 

6 

Capital Structure of the proposed undertaking 

Same as that of the applicant organisation 

7 

In case the proposal relates to the production, storage, 
supply, distribution, marketing or control of any goods/ar 
tides, indicate 



i) Name of goods/articles 

Crown Corks (other than with Corkwood lining) 


II) Proposed Licensed Capacity 

1300 Million nos 


ill) Estimated Annual Turnover 

Rs 1800 lakhs 

8 

In case the propiosal of any service, state the 
volume of activity in terms of usual measures such as value, 

Not applicable 


income, turnover, etc 


9 

Cost of the Project 

Rs '700 lakhs 

10 

Scheme of Finance, indicating the amounts to be 
raised from each source 

Rs Lakhs 

300 


i) Equity Capital/Internal Generation 


ii) Term Loans/Debentures 

600 



900 

Any person interested in the matter may make a representation tn quadruplicate to the Secretary, Department of Company Affairs, 
Government of India Shastri Bhavan, New Delhi, within 14 days f-'om the date of publication of this notice, intimatins his views on 

the proposal and indicatins the nature of his interest therein 




S.N SHAH 

Dated this 10th day of February, 1989 

GENERAL MANAGER (FINANCE) 


PriiiHd by Krishna Rni at Modern Arts and Industries, ISI, A>Z industrial Estate, Ganpa^mo Kadam Mati, Lower ftal, Bombay 40001) 
and pnbUshed by him for Sameeksha Ihist from Nitkari House, 2M, Shahid Bha(atsin|h Road, BonlMiydOO MS. 
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When dandruff stops you from stealing the 
show, it's time to shampoo with The Specialist. Its 
soft lather cleans the hair while its speciai ingredient 
controls your dandruff. Leaves your hair looking 
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China: Economic Reforms in Action 

The export processing rone (EPZ) is an instrument of 
export-oriented industrialisation that is being increasingly used by 
many third world countries, particularly in Asia. China’s special 
economic zones (SEZs), which were established in 1979 as part of 
the open door policy, are basically modelled after the EPZ system. 
Can the SEZs live up to the great expectations of the Chinese 
government? 35S 

China’s economic reforms have had a profound impact on the 
country’s workers and trade unions. 351 
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Women Writers 

In their struggle to reach the sources of creative power Indian 
women writers have had to confront the iconic presentation of the 
feminine and fracture and reform it. This confrontation took on 
added complexity when the struggle was part of the effort to 
decolonise. An exploration of the.se issues in the works of three 
women writers writing in Indian languages. ,%7 


Strike on the River 

Nearly 3,0(X) workers of the main 
contractor of the Sardar Sarovar 
Dam being constructed on the 
Narmada have been on an indefinite 
strike .since January 30. The Gujarat 
government has sought to project the 
workers’ demand for fair wages 
and working conditions us 
‘anti-national’ 3.39 

Textile Industry: 

Social View 

A vast amount of capital and 
productive resources of society are 
locked up in the textile industry, 
including in the sick and closed 
mills A large number of workers 
with ihc requisite skills are idle and 
starving A vast number of people 
who need cloth aie unable to buy it 
at prices ihey can pav Sliould 
society permit this state of affairs to 
continue, even to get aggravated just 
because some people who invested 
capital in the mills (and have 
recouped it many times over) cannot 
make what they view as adequate 
profits by operating the mills? 377 

Supply-Side Politics 

The nation’s capital is paved with 
gold, even if we ignore the tidy sum 
of Rs 300 crore marked to be spent 
on the pretext of Jawaharlal Nehru’s 
birth centenary Supply creates 
its own demand; racketeers 
therefore arrive on the scene 
to pick the loot. <337 

Poser for DMK 

A problem confroniing the 
newly-elected DMK government in 
Tamil Nadu on the agrarian front is 
that of the long-standing arrears of 
electricity charges which the 
pumpset-owning farmers are 
refusing to pay. 341 


Forgotten Economic 
Order 

Whither the ‘New World Economic 
Order’ and what will be India’s place 
111 It? T hese questions were posed 
sharply at a conference of economic 
journalists in the capital recently. 

The pronouncements of government 
spokesmen at the conference gave a 
clear indication that official Indian 
policy now is to toe the line of 
the 0-7, the powerful group of 
advanced capitalist countries 34.3 

Caste and Violence 

Jayapuram, in Krishna distiict in 
Andhra Pradesh, is a dead village 
now, laid waste in Ihe large-scale 
violence that rocked four coastal 
distiicts of the slate alter the murder 
ol a Congress(l) Ml A in last 
Decembei A tepoi I on caste and 
violence 344 

Beyond Electoral 
Politics 

The first sympioms of large-scale 
terrorist violence to achieve political 
ends were visible in Sri l.anka in the 
referendum ot 1982 and the 
mysteriously engineered holocaust of 
ihe following year The presidential 
election of 1988, similarly, has to be 
seen as veiy much more than just an 
exercise in electoral politics. 346 

Dynamics of Controls 

The dynamics of government 
controls over industry assumes a 
cyclical form, passing from the 
initial, unexceptionable phase to the 
emergence of ve.sted interests around 
the system and finally to Ihe system 
emerging as a monster irrelevant to 
the original objectives, A .study of 
distribution and price controls 
on molasses and industrial 
alcohol in Gujarat. 373 







LETTERS TO EDITOR 
Strange Logic 

THIS is with reference to KVR’s letter regar¬ 
ding the sad plight of P Vara Vara Rao 
(January 28). His call for a "concerted move 
by writers, journalists, doctors, civil liber¬ 
ties activists and the like” could not have 
come at a better and more appropriate time. 
People like me fear, however, that nobody 
is in a mood to listen to it if the write-ups 
in your esteemed weekly arc any guide. Con¬ 
sider what ‘a correspondent' (January 14) 
has used Safdar Hashmi’s dastardly murder 
for. Strange is the logic of the write-up which 
begins with Safdar's murder and concludes 
with the lesson that the late Safdar’s party 
should learn. It is like arguing that if Vara 
Vara Rao is in gaol it is because the CPl(ML) 
or its various factions have not yet learnt 
that if they “claim democratic rights to pro¬ 
pagate [their] views, [they] cannot deny the 
same to [their] opponents”. In one case Ra¬ 
jiv Gandhi gets away .scot-free in the last 
analysis; in the other NTR and his goons get 
away scot-free in the last analysis. Of course, 
all the communist parties that gour corres¬ 
pondent disapproves of would not under¬ 
stand this. But that the esteemed correspon¬ 
dent of your esteemed weekly should ignore 
the suicidal implications of his argument 
from the point of view of left forces (he does 
seem to rccogni.se such a thing in India) is 
one good reason why a “concerted move” 
against such atrocities which KVR has called 
for has not yet materialised. Rage, rage 
agaiast the dying of the light! 

G P DESHl’ANDfc 

New Delhi 

Dowry as Property 

THE article ‘On Kidneys and Dowry’ by 
C S Lakshmi (January 28) is full of mis¬ 
quotes, distortions, contradictions and an 
unrealistic understanding of the meaning of 
the term dowry. I.akshmi quotes Madhu 
Kishwar as describing dowry as a share in 
the properly while what Madhu Kishwar has 
written in Manushi (No 48, 1988) is this: 
“Most women sec their dowry as the only 
share they will get in their parental proper¬ 
ty. In a situation where women do not have 
effective inheritance rights, dowry is the only 
wealth to which they can lay a claim" She 
also says: “Until we can ensure equal in¬ 
heritance rights to daughters we have no 
right to ask them to sacrifice the inadequate 
comtiensation they get by way of dowry!’ 
This is misconstrued by lakshmi to mean 
dowry being described as a share in property. 
About property rights of women she says: 
“A woman inherits property by being the 
child of parents who own property. Whether 
married or unmarried she has a right to this 
property, whether divorced or widowed she 
has a right to this property!’ If the fact that 
this right is almost universally denied is ig- 




noted by Lakshmi then this ignorance must 
be deliberate because it is impossible to think 
of anybody believing that daughters in India 
are really given a share in parental property. 

After misquoting Madhu Kishwar as des¬ 
cribing dowry as a share m property she 
again misquotes her when she attributes to 
her the statement, “So long as women want 
it this way others cannot impose changes 
upon them”. What Madhu Kishwar has ac¬ 
tually written is this: “Today I find it irrele¬ 
vant to talk of abolishing dowry. Instead, 
we should single-mindedly work to ensure 
effective inheritance rights for women—not 
on paper alone. If women’s inheritance 
rights were to become real, dowry in its pre¬ 
sent form would almost certainly disappear!’ 

Besides these misquotes Lakshmi con¬ 
stantly contradicts herself. For example, in 
trying to prove that dowry is a modern 
phenomenon she says, “But both Stri-dhan 
and bride price were not conditions to a mar¬ 
riage”. One wonder what they were condi¬ 
tions to if not a marriage. She provides the 
answer: “However Stri-dhan made it very 
clear that the unmarried daughter will re¬ 
main a dependent. Stri-dhan was not pro¬ 
perty a daughter could claim as a matter of 
right but property that was given to her with 
marriage as a primary condition!’ 

After describing Stri -dhan in olden days 
as a share in the property she goes on to 
de.scribe the oiigin of dowry as the cost of 
the education of the groom. If by changing 
the nomenclature of dowry from Stri-dhan 
to cost of education of the groom she im¬ 
plies that the control of dowry has passed 
into the hands of the in-laws from the 
daughter she does not give any reason or 
proof of this change. 

In order to define dowry as a devil of the 
modern times, the katyug, she says: “Not 
long after dowry itself became one of the 
conditions of marriage whatever the 
qualifications of the boy. For just being a 
man who can marry a woman and give her 
a status, money had to be paid!’ If “being 
a man who can marry a woman and give her 
a status” is not a qualification for Lakshmi 
it is because she must prove that dowry is 
the COM of education of the son-in-law. 

Having in the beginning defined dowry as 
something that compels fathers to sell off 
their kidneys, she must describe dowry as 
something fixed and rigid in cash and kind 
that is beyond the capacities of most fathers 
and brothers. “Very often fathers and 
brothers have to work hard to pay off debts 
all their lives or demand dowries from girls 
who come into their families!’ If she were 
a little more in touch with reality she would 
have seen that dowry may range from as 
small an item as a bicycle to as big as an 
amount of Rs 75 lakh currently being paid 
for IAS grooms and is the amount the fami¬ 
ly can afford to give without disturbing the 
main assets of the family which go for the 


benefit of the sons. As for brothers deman¬ 
ding dowry in order to use it for paying drills 
incurred on their sisters’ marriages, it is a 
well known fact that grooms have to spend 
on marriage celebrations at least as much 
as they receive from the bride’s family in cash 
and kind. 

How the anti-dowry campaign takes an 
anti-woman form is best exemplified by the 
example of Sneh Lata given by Lakshmi. 
Sneh Lata, a Bengali girl, committed suicide 
in the twenties because she could not see her 
father selling his only house to provide for 
her dowry. What happened in this case was 
that her family convinced her that the only 
way to marry her was by selling the house 
and it was better for her to die rather than 
to rum the family. The point to note here 
is that if the house is sold to provide dowry 
for the daughter it is considered a disaster 
for the family while if the same house is sold 
for the distribution of property between 
brothers it will never be considered a disaster 
and no brother will commit suicide to save 
the family from ruin. 

The example of the supervisor selling his 
kidney to arrange dowry for his three 
daughters who arc less than 10 years old 
seems to be straight out of an Indian movie. 
I shall request Lakshmi to give the name of 
the supervisor so that I may convince myself 
that this IS not a figment of somebody’s 
imagination 

J P Jain 

New Delhi 
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A National Shame 


T here are really no words to describe this week> an¬ 
nouncement by the Supreme Court of the final settle¬ 
ment on the Bhopal case agreed upon by the government 
of India and the Union Carbide Corporation, USA. Un¬ 
precedented? Certainly. Nowhere has a government with 
welfare pretensions effected so complete a betrayal of the 
responsibility that it had arrogated to itself on behalf of a 
desperately ill and dying population. Historic? Undoubtedly, 
on at least two counts. It puts the clock back for the Indian 
legal system, making a mockery of all the recent develop¬ 
ments in environmental law. Second, it sets a precedent not 
only for multinationals but for every large industry to escape 
all liability for faulty technology and unsafe operations and 
use of hazardous processes. One might cynically point out 
that little more could be expected of a government so perme¬ 
ated with corruption and ridden with inefficiency and in¬ 
competence. None of this, of course, would make any dif¬ 
ference to the thousands of the gas-affected in Bhopal. For 
them the last hope of some recompense, however meagre, 
and adequate medical aid for what have become chronic 
health conditions is now dead. 

The fact that the sum, so miserably small, is a fraction 
of what the government of India once demanded, and less 
than even what the Union Carbide had offered in response, 
hardly deserves a comment. By no twist of logic can one 
comprehend the basis on which this amount has been arrived 
at—a point in fact which the UCC had been at great pains 
to stress when the Jabalpur court had ordered the company 
to pay interim relief of Rs 350 crore. Justice Deo’s order 
had based on the sound and humane consideration that 
unless the litigants were helped to survive, by providing them 
with adequate wherewithal for survival, there could be no 
case at all. It was in fact arguments in this case (after the 
high court had reduced the interim relief to Rs 250 crore) 
which the five-man bench of the Supreme Court had been 
hearing when the settlement was announced. The settlement, 
it must be noted, need not haveiieen couched as an order 
of the court, but merely an endorsement of the settlement 
announced by the two parties. 

What were the considerations on which the government 
of India arrived at such a settlement so hastily? Hastily, not 
because the negotiations were conducted hurriedly, for they 
had been under way for a long time now, but hastily and 
surreptitiously, because at no point did the government 
attempt to consult the Bhopal victims, the Madhya Pradesh 
government or invite public opinion of any kind. The 
amount could not have been arrived at on the basis of even 
the most conservative estimate of reasonable compensation. 
The government’s own earlier demand had been $ 3 billion 
and the Union Carbide’s offer S 600 million. The registra¬ 
tion scheme which the government of India introduced at 
the time it filed the case in the US, is admitted to be ineffi¬ 
cient. To this day all the applications, a total of five lakh, 
have not been ’checked’. The government and its medical 
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institutions have shown a remarkable lassitude towards con- 
duaing a proper, scientific health survey of the population 
affected by the gas leak^ nor has there been any urgency 
about setting up adequate well-equipped and, most impor¬ 
tantly, accessible health services for them. This also means 
that the government authorities have no clear idea of the 
kind or extent of services needed. 

The government’s decision to agree to the measly settle¬ 
ment must, therefore, have been motivated by concerns other 
than the health and welfare of the majority. To justify the 
decision now by pointing, to the possible further delay if the 
case were to be fought in court, is both absurd and callous. 
In the four years since that December night, the government 
of India, apart from converting itself into a claimant on 
behalf of the victims and thus escaping its responsibility as 
a culpable party, has done little for the victims. In fact, for 
a long time Rajiv Gandhi’s government had deliberately 
distanced itself from Bhopal, putting the entire responsibility 
on the state government. 

Perhaps the settlement is all of a piece in the endeavour 
to make India ‘safe for foreign investment’. In addition, and 
equally importantly from the government’s point of view, 
the settlement is tantamount to providing a protective cloak 
for all industries, including the public sector. A sell-out it 
is—not just to the MNCs but to the industrial interests in 
the country. 

The Supreme Court’s role has been most intriguing. While 
it is true that there may have been legal issues involved in 
preventing an out-of-court settlement between the two par¬ 
ties, it need not have presented the settlement as an order. 
Nor does the court appear to have sought to clarify the basis 
for arriving at the amount. Further it was well within its 
purview, since the settlement was pronounced as an order, 
to have constituted an independent machinery for the 
disbursement of the funds. Instead, it has contended itself 
with expressing unalloyed satisfaction at the settlement. And 
the most tragic blow is that every case against UCC in every 
court of the land, for now and for the future, stands quashed. 
The Supreme Court has lent its authority to push through 
a settlement which is anti-people in every possible way. 

Moreover, the settlement now opens up for review every 
other decision which has been pronounced in courts, in¬ 
cluding the historic judgment on the DCM oleum gas leak 
in Delhi. In fact, the president of the Bombay Chamber of 
Commerce, welcoming what he understands as the Supreme 
Court’s ‘judgment’, has expressed the hope that the threat 
of ‘absolute liability’, of course, of facilities causing in¬ 
dustrial accidents, has been buried once and for all. Every 
disaster in modern times, whether it be the thalidomide 
tragedy, the asbestos-caused disease case or the Daikon 
Shield episode, has produced social, legislative and 
administrative reform. India must surely be a unique case 
where the world’s worst industrial disaster has been allowed 
to result in a reversal of progressive legal practice. 





POLITICS 

Confusing the Gullible 

NO knowledgeable person will be taken in 
by the Lenin-quoting general secretary of 
the Congress(l), K N Singh's denunciation 
of the CPl(M)’s leccnt politbureau deci¬ 
sion which keeps the door open for the 
party’s alliance with the National Front 
even if the latter has some sort of eledtoral 
arrangements with the BJP. Singh’s at¬ 
tempts at pitting the so-called Kerala line 
against the so-called Bengal line of the 
CPl(M) only serves to reveal the palpable 
nervousness that the latest decision of the 
CPl(M) has given rise to in Congress(I) 
dovecotes. Indeed, Singh’s pontifications 
about the virtues of secular politics is an 
example of utter cynicism that has become 
the hallmark of his party. Barely a fort¬ 
night ago, the C'ongress(l) had openly 
joined hands with the conservative church 
circles in Mi 2 oram to fight Laidenga who 
had fallen foul of the latter because of his 
opposition to the interference of religious 
institutions in the politics of the state. The 
Congrcs.s(l) election manifesto in 
Mizoram had openly promised to 
“establish government in tandem with 
Christian principles” and pledged that “as 
Christians it is our bounden responsibili¬ 
ty to proclaim the gospel”. 

This, however, is not to deny that there 
may be some elements of contradiction 
between the so-called Bengal and Kerala 
lines. Such contradictions may arise 
because while emphasising one aspect of 
the complex reality, both the lines fail to 
take adequate and appropriate note of 
others. The Kerala line, for e.xample, 
highlights the danger of communalism 
but underplays the threat to the overall 
democratic framework from the Con- 
gress(I) regime at the centre. The Bengal 
line, on the other hand, fails to emphasise 
the task of fighting communalism 
simultaneously while concentrating the 
main attack on the Congress(I). One of 
the fundamental lessons of Marxist 
dialectics is not totgnore contradictions 
within the es.sence of a phenomenon. This 
imposes the need for a complex combina¬ 
tion of apparently divergent tasks within 
the framework of tactics. Concretely, this 
means that there can be no adequate anti- 
Congressfl) position without embracing 
ami-communal politics within its ambit 
and vice versa. If the two tasks are skilful¬ 


ly interwoven while making the dislodg¬ 
ing of the Congress(I) from piower in New 
Delhi*as the central task, then K N Singh 
and ilk will find no opening to confuse 
the gullible. 

CHIEF MINISTERS’ CONFERENCE 

States Refuse to Yield 

THE conference of chief ministers in New 
Delhi on February 9 and 10 began on an 
inauspicious note, with unnecessary 
recriminations being traded between the 
prime minister and some of the chief 
ministers, naturally from the non- 
Congress(l) states. So it would not have 
been surprising if the conference had met 
with the same fate as many similar 
meetings and conferences in recent years. 
That it did not has been a surprise. 

Here was a conference, called rather 
belatedly, as practically every chief 
minister pointed out, but with a very clear 
agenda. The two principal items on the 
agenda were (1) levy of a consignment tax, 
and (2) extension of the list of items to 
be subjected to additional excise duties in 
lieu of sales tax. Both these issues have 
been hanging Jire for quite some years. 

On the consignment tax, a chief 
ministers’ conference held some four or 
five years back had agreed not only on the 
type and manner of enactment of the tax 
but also on the inter-state sharing of the 
proceeds once the tax came into force. 
This agreement itself had a long and tor¬ 
tuous background after the courts had 
ruled that inter-state sales camouflaged as 
branch transfers across state boundaries 
could not be brought within the ambit of 
the Central Sales Tax Act. The delay was 
due to the centre’s prevarication, but to 
some extent at least also to the unwill¬ 
ingness of the better-off states to agree on 
equitable sharing of the proceeds of the 
tax. However, after an agreement had been 
reached, the responsibility for the subse¬ 
quent delay in implementing the agree¬ 
ment must be laid entirely at the doors of 
the centre. 

In fact the agenda papers for the chief 
ministers’ meeting showed clearly that it 
was the centre which, though a party to 
the original agreement, had been having 
second thoughts. It was apparently 
thought that the delay would make the 
states more amenable to giving the cen¬ 
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tre the final say on the rate of tax, ewmp- 
tions, procedures, etc, not only with regard 
to the tax on inter-state consignments but 
also the tax on inter-state sales. In the pro¬ 
cess, traders had a field day and more and 
more inter-state sales got camouflaged a.s 
intra-firm transfers. After all, the states 
alone stood to lo.se by the delay in the levy 
of the consignment tax. 

This was an extremely narrow and 
short-sighted approach on the part of the 
centre, but then it fits in with the overall 
attitude of the central leadership to centre- 
state financial relations, namely, of keep¬ 
ing the states as dependent as possible on 
the financial largesse of the centre in the 
form of discretionary doles. That is why, 
as many scholars on the subject have 
brought out, transfers under the auspices 
of the Finance Commission, a statutory 
body appointed every five years, have been 
kept as low as possible, in spite of the fact 
that for as much as one-half if not more 
of their expenditures the states have had 
to depend on the centre. It is this narrow 
view of a strong centre that has prevailed 
so far and the consignment tax has been 
i casualty thereby. 

Reading the speeches of the chief 
ministers—both Congress(l) and non- 
Congress(I)—It is impossible not to notice 
the undercurrent of suspicion. Was the 
centre really keen on levying the tax? Or 
would this conference be driven to some 
so-called consensus ultimately on the ap¬ 
pointment of yet another committee oi 
working group? 

That ultimately the conference agreed 
on asking the centre to implement the 
originally-agreed formula on the consign¬ 
ment tax is more a tribute to the tenacity 
of the states, though the battle had to be 
fought largely by the non-Congress(I) 
chief ministers. The major concession the 
states had to make was to let the centre 
have ‘concurrent’ jurisdiction on the grant 
of exemptions from this tax. Even this 
concession was made under duress 
because otherwise the whole thing would 
have remained in cold storage. Now the 
centre has promised to introduce the 
necessary legislation in the monsoon ses¬ 
sion of parliament. 

The states’ view prevailed completely 
with regard to the bringing of any more 
items under the umbrella of additional ex¬ 
cise duties in lieu of sales tax. It was 
agreed that this matter would not be pur¬ 
sued since the states were almost totally 
opposed to the idea in view of their ex¬ 
perience with the three items—textiles, 
tobacco and sugar—they had surrendered 
previously to the centre for this purpose. 
The finance minister’s pleas that at long 
last the centre was fulfilling the targets 
that had been set for it did not convince 
the states that any further items should 
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be surrendered, certainly not items which 
account (or between one-quarter and onc- 
fhird of the stated collections from sales 
taxes. 

Although only a few .states, comprising 
both Congress and non-Congress ones, 
argued for rcg.iining the power to levy 
sales tax on even the three commodities 
which have been at present sui rendered to 
the centre, the mood of the states was 
clearly against the continuation of this 
practice. Some of the chief ministers took 
the occasion to recall the reference to the 
Ninth Finance Commission on the mcrgei 
of the additional excise duties in lieu ot 
sales tax with basic excises to point out 
how the centre lost no time in circumven¬ 
ting agrectnents which were in the natuic 
of contractual arrangemenis between the 
centre and the states 

The states also won a major baiile when 
the finance minister conceded that the 
railways have to be more co-operative than 
they have been so far in preventing the 
booking of goods in bogus names with a 
view to tax evasion and promised to set 
up a committee to go into the matter. Not 
that the states were satisfied with just this, 
but the finance minister's assurance did 
mark an advance on being left altogeihci 
at the mercy ol the railways which, as 
Uttar I’mdesh and Rajasthan alleged, was 
almost acting as an abetter in large-.scale 
lax evasion. 

The stales also agreed on laying down 
of minimum rates of lax for 29 majoi 
commodities so that with icspcct to ihe.se 
commodities the scope for rate-wars 
among states, especially between the stales 
and the union icrrifoiics, can be reduced. 
It was not quite clear, howevei, how the 
decision is to be enforced. 

Where the states failed altogethei to 
make any headway was in getting the cen¬ 
tre to agree to channelling to the stales the 
full amount of the funds leceivcd by the 
centre towards externally-funded projects 
included in the .state plans. Even the very 
reasonable suggestion that in order to en¬ 
sure that the.se piojects dts not get held up 
for want of money the states should be 
provided with .some sort of revolving fund 
did not cut any ice. In the end, however, 
the centre too would be the loser because 
the utilisation of external aid would con¬ 
tinue to lag behind. If the mini.siry of 
finance thought that mere exhortation 
without backing it up with concrete ac¬ 
tion on its part would produce results, it 
has only itself to blame lor having drawn 
a total blank. 

Nor were the states in any mood to let 
the centre deduct state power boaids' 
outstanding dues central undertakings 
from plan assistance due to the stales— 
an issue on which the prime minister had 
made provocative remarks in the course 


of his inaugural statement. A good pro¬ 
portion of the alleged outstandings qf the 
state electricity boards, it was pointed out, 
was under dispute anyway Also, to deduct 
amounts payable by autonomous bodies 
like the power boards from plan assistance 
to the stales would only jeopardise the 
state plans without necessaiily improving 
the efficiency of the powet boards. 

INDO-SOVIEI TRADE 

Emerging Constraints 

(ilVEN India’s adverse trade balance, 
declining foreign exchange reserves and 
mounting debt servicing burden, it seems 
judicious to step up imports from the 
MifR'c payment areas, particularly the 
USSR The USSR does not however seem 
keen to step up ns exports of crude oil and 
pcirolcuni products or indeed oihei bulk 
commodities like newsprint or non- 
lerrous metals. It is hcwvever keen to ex¬ 
pand Its exports of capiial goods—power 
generaiion and transmission equipment, 
aircraft and aviation equipment, ships, 
machine tools, metallurgical machinery, 
mining machinciy, railway equipment, 
textile and jute mill machinery, etc. Hut 
the demand for Soviet capital goods is not 
forthcoming, especially from the Indian 
private sector which accounts for 8.5 pci 
cent of Indian exports to the Soviet 
Union. Except for the power sector, and 
the steel sector to a lesser extent, Soviet 
credit financed equiptneni and machinery 
does not seem to be making much head¬ 
way. A recent Indo-Soviet piotocol on the 
powet secloi refers to the addition of 6(J00 
MW of generation capacity with Soviet 
collaboration during the Eighth and ninth 
Plans. The Indo-Soviel thermal power 
projects ate going to be executed on the 
basts of a ‘package’ concept where design 
and engineering and a large part of equip¬ 
ment supply, erection and commissioning 
will form part of the Soviet share of the 
work. In hydro electric projects, the survey 
and investigation, design and engineering, 
a large part of the equipment supply, erec¬ 
tion and commissioning as well as the 
associated civil works will be in Soviet 
hands. Then there are the two 1000 MW 
nuclear power projects. Thus Soviet credit 
financed power equipment and services 
will after some s-cope for the expansion 
of Indian exports from the private sector. 
But, the fixing of the trade turnover at 
Rs 7,0(K) crore for 1989, a 35 per cent 
growth envisaged over the 1988 trade turn- 
t'vcr figure of Rs 5,200 crore, may be, in 
large pan, due to Soviet defence credits. 

India’s 1989 exports to the Soviet Unton 
arc expected to be Rs 3,800 crote against 
Rv 3,200.crore of imports from the Soviet 
Union. Besides increase in export.s of 


traditional commodities like tea and cof-. ^ 
fee, the Indian side is hoping to step up 
exports of engineering goods and ready- ; 
made garments by 50 per cent. Engineer- :) 
ing goods exports to the hard currency - 
areas have been either stagnant or declin- 3 
ing and much reliance is being placed on 
exports to the Soviet Union. As for ex¬ 
ports of textiles, ready-made garments, 
leather and leather goods, Indian expor¬ 
ters have focused more on western 
markets. It is toiletries and cosmetics 
where there seems to be some scope for 
stepping up exports, especially for the 
Indian affiliates of western transnational 
corporations. With the current stress of 
perestroika on the Soviet consumer, there 
may also be much scope for Indian ex¬ 
ports of consumer durables like washing 
machines, television sets, refrigerators, 
hair dryers, electric irons and other elec¬ 
trical appliances. 

During his visit to India in November 
lafst year Mikhail Gorbachev spoke of 
economic relations moving more to the 
realm of joint ventures, industrial co¬ 
operation and joint R and D. It was said 
that the Soviet Union was examining pro¬ 
posals for the establishment of 54 Indo- 
Soviet joint ventures—36 in India and 18 
in the Soviet Union. There were 67 pro¬ 
posals for production co-operation. So 
tai, however, only two joint ventures, both 
for restaurants in the USSR, have been ap¬ 
proved. The government of India has ap¬ 
proved only 26 proposals for foreign col- 
laboiations with Soviet organisations in 
the last five years. And, as of November. 
1988, there were no specific proposals 
under the consideration of the industry 
ministry for setting up projects in third 
countries. Production co-operation, ex¬ 
cept in textiles with the public sector 
National Textile Corporation, has not 
made any headway. Right now the Soviet 
Union is trying to link Indian export of 
jute goods to import of jute mill machi- 
iicry. for instance, hessian looms. In . 
textiles, the Soviets are offering low prices 
and easy credit facilities for the purchase 
of their STP looms and open end spinning 
machines. Except for NTC, there seem to . 
be few takers. ' 

One particularly disconcerting aspect of . 
some Indian exports to the Soviet Union 
is where the exported end products involve ■ 
considerable hard currency expenditure on ‘ 
imports and the domestic value added is 
low. There is a proposal to export one 
million colour TV picture tubes to the ’ 
Soviet Union per year till 1995. The colour ,■ 
TV picture tube manufacturers would be’ \ 
spending substantial hard currency on im- 
port pf the glass shells. Would it not be 
reasonable to ask the Soviet Union to ^ 
reimburse the import expenditure in hard ,.>0 

currency? But that would probably upisefs;’, 

)'!,i 
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the apple cart of the Indian private sec¬ 
tor and the Soviet Union. 

AFGHANISTAN 

No Instant Solution 

THIS week after a protracted and increas¬ 
ingly pointles.s nine years in Afghanistan, 
the last of the Soviet troop have been 
withdrawn, keeping to the time schedule 
agreed to with the United Nation. And if 
there is anything certain about the com- 

. ing months, it is that the political future 
of Afghanistan will continue to be uncer¬ 
tain, Over the last year the Soviet Union’s 
various attempts to bring about a political 
solution have failed. On the other hand, 
the Mujahideen themselves have not suc¬ 
ceeded in composing their differences even 
to the extent of holding the shoora 
(Islamic council) which in turn would have 
decided an acceptable composition of a 
new government. 

In the rapidly changing Afghan scenario, 
the only element which has moved 
without changing direction in recent 
months has been the Soviet army which 
has been moving northwards from Kabul 
back to the Soviet Union. The troop 
withdrawal began nine months ago and 
despite the scepticism of the western 
media, has more or less stuck to schedule. 
In the last few weeks this has been 
somewhat perilous, with increasing 
Mujahideen attacks on the Saial highway, 
the main route of the withdrawal. All 
mi^or roads to Kabul have been under at¬ 
tack and the rebel forces have made re¬ 
peated threats of cutting off all supplies 
to Kabul. However, no single city has been 
captured by any of the factions of the 
guerillas. 

Last month’s talks with the Mujahideen 
came to nothing, the major stumbling 
block being the Soviet insistence on the 
inclusion of the PDPA in the shoora — 
and not as had been stressed earlier on it 
being part of any future interim govern¬ 
ment. The Mujahideen groups had been 
insisting on inviting only the ‘good 
Moslems’ in the government which meant 
lower ranking ministers and administ¬ 
rators—the senior most among them 
being Asis Zahir, minister for local and 
rural government. The Soviet Union had 
also proposed the setting up of an interim 
government under Zahir Shah, with the 
Soviet Ambassador to Kabul, Yuli 
Voronstov, making a special visit to the 
exiled king. The offer was unacceptable 
both to the ex-king as well as to the most 
influential of the Mujahideen groups 
although recently 21ahir Shah is reported 
to have changed his mind. 

The Soviets are well aware now of the 
inflexibility of Mujahideen positions and 
their unwillingness to come to an agree- 
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ment even among themselves. But in¬ 
terestingly although the Soviets have been 
backing the PDPA government, there has 
been a curious lack of demonstration of 
confidence in both the regime that they 
have supported and the Afghan army 
which they have trained and equipped. 

The main issue in Afghanistan today is 
not so much the acceptability or otherwise 
of the Soviet proposals, as much as the 
differences among the Mujahideen groups. 
Of the Pakistan-based groups all of whom 
are Sunnis, three are hard-liners who want 
an Islamic nation and will not accept the 
return of Zahir Shah, three arc moderates 
advocating a return to traditional Afghan 
society and would welcome a government 
under the umbrella leadership of the ex- 
king and one is middle-of-the-line. The 
Shia groups are in Iran and it is these 
which staged a walk out at the shoora last 
week protesting against the small 
representation they have been offered in 
the 526-member council. The solution to 
the Afghan problem would lie in the 
resolving of these differences. 

The Soviet presence ironically has been 
a cementing factor—the fight against the 
common enemy has more or less brought 
the groups together. With the Soviet 
withdrawal, these differences may well ag¬ 
gravate. In other words, the fact that 
Afghanistan’s political problems were not 
of Soviet making will become increasingly 
clear in the months to come. As such its 
withdrawal can hardly be expected to pro¬ 
vide instant solutions. 

SINO-SOVIET RELATIONS 

No Alarm Bells in the 
West 

THERE is no doubt that the break bet¬ 
ween China and the Soviet Union thirty 
years ago was a decisive event which pro¬ 
foundly affected the entire subsequent 
course of international affairs. Will the 
healing of the Sino-Soviet schism, to be 
dramatically marked by Mikhail Gor¬ 
bachev’s summit meeting with Deng 
Xiaoping scheduled to take place in Beij¬ 
ing in mid-May, now prove to be an equally 
portentous development? Very likely not. 

The decision to hold the summit 
meeting, announced at the end of Soviet 
foreign minister Eduard Shevardnadze’s 
three-day visit to China earlier this month, 
of course marks a sea-change in relations 
between the two countries themselvtis. 
China had laid down three speciHc 
preconditions for the holding of the sum¬ 
mit; Withdrawal of Soviet troops from 
Afghanistan, dismantling of Soviet troop 
concentrations along the Sino-Soviet 
border and withdrawal of Vietnamese 
troops from Kampuchea. The Soviet 
Union, under Gorbachev, has already met 


the first two requirements and there is Ut¬ 
ile doubt that ^viet pressure has been a 
major factor in securing Vietnam’s com¬ 
mitment to withdrawing its troops from 
Kampuchea by September this year. 

A day after the conclusion of Shevard¬ 
nadze’s visit to Beijing. China and the 
Soviet Union went so far as to issue a joint 
statement of Kampuchea. The statement 
brought out their agreement on all major 
issues, except one—after a peace accord 
and the withdrawal of Vietnamese troops 
from Kampuchea, while China favours the 
setting up of a “provisional coalition 
government’’ headed by Norodom 
Sihanouk and with representation for all 
four Kampuchean^ parties, the Soviet 
Union supports ah agreement among the 
four parties only on the establishment of 
a representative “provisional organ" under 
Sihanouk to implement the peace accord 
and to conduct free elections. In other 
words, while China wants the Vietnam- 
backed government of Heng Samrin to be 
replaced by the proposed “provisional 
coalition government" rightaway after the 
conclusion of the peace accord, the Soviet 
Union would like the Heng Samrin govern¬ 
ment to retain control of the administra¬ 
tion even as a four-party “provisional 
organ” is formed specifically for super¬ 
vising the implementation of the accord 
and for conducting elections. The dif¬ 
ference is an important one no doubt, but 
the decision to issue a joint statement is 
an indication that both countries are 
hopeful of arriving at a compromise. 

It is understandable that the likely im¬ 
pact of the Sino- Soviet summit has been 
sought to be painted in rather dramatic 
colours. Thus it has been noted that 
Gorbachev will be visiting China both as 
the president of his country and as general 
secretary of the Soviet Communist Party, 
suggesting that the visit will mark also the 
restoration of party-to-party relations. 
This, it has been further suggested, may 
even pave the way for the holding of a 
world conference of communist parties, 
marking the end of the bitter differences 
and hostilities which have splintered the 
world communist movement for three 
decades. 

What is significant against this back¬ 
ground is that the prospects of the coming 
together once again of the two communist 
giants and of the re-emergence of a 
unified international communist move¬ 
ment have failed to set off any loud alarm 
bells among the western powers. This is 
because, on a realistic assessment, the west 
appears to have come to the conclusion 
that the Sino-Soviet summit tan in no way 
presage a return to the world situation of 
the 1950s, nor will it mean a reversal of 
the enormous political and strategic gains 
which the west has made as a result of the 
Sino-Soviet schism. 
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WRereas the SiiK><Soviet split beginning 
from the late fifties had marked a sharp 
reversal of the course of world affairs, 
(heir recent coming together actually fits 
in rather snugly with current international 
trends. Both the Soviet Union and China 
have made it clear that they have very high 
stakes in the reduction of international 
tensions and also that they are determined 
to further strengthen their economic links 


BUSINESS 


STOCK MARKET 

Waiting for the Budget 

AFTER staging an impressive recovery 
between January 25 and 31 which lifted 
equity price indices to within striking 
distance of their mid-November all-time 
highs the market has been drifting ir¬ 
regularly lower under light but persistent 
bear pressure and precautionary bull 
unloading. Institutional investors have 
generally been off the market, picking up 
now and then a few .select scrips in a small 
way. While bears appear to have been 
gambling mainly on political uncertainty 
in the wake of increasing dissidence within 
the Congress(I), bulls have been inclined 
to lighten their commitments largely 
because of the proximity of the union 
budget and related uncertainties. 

The stock market’s overall behaviour 
during the past few weeks is capable of 
widely differing interpretations. One can 
plausibly argue that fhe market has been 
on the retreat since about the middle of 
November and that after an abortive bid 
in the last week of January to improve 
upon its November highs, it has resumed 
Us downward move. Further, with the 
thick fog of political uncertainty all 
around, the market cannot be expected to 
put up a brave front. The virtual absence 
of institutional support in recent weeks 
can be said to have some ominous im¬ 
plications. The point has also been made 
that if deficit financing is to be contained 
within manageable limits, the union 
finance minister will liave to mobilise fresh 
resources on a massive scale in order to 
sustain the tempo of accelerated growth. 
The argument runs that political compul¬ 
sions in an election year notwithstanding 
the union budget could well have quite a 
few unpleasant surprises. 

It is always possible to marshal any 
number of apparently plausible argu¬ 
ments to support a particular viewpoint. 
While one cannot just ignore the points 
raised by those who take a bearish view 
of the outlook for equities, their implica¬ 
tions can be easily exaggerated. For, 
favourable factors far outnumber the un¬ 
favourable ones. 

The up and down movements in equity 


with the west. For its part, the west secs 
the fence-mending efforts of the Soviet 
Union and China essentially as further ex¬ 
pression of both countries’ desire, indeed 
necessity, to extricate themselves from in¬ 
ternational entanglements so as to better 
concentrate on what both have publicly 
admitted to be major deficiencies in their 
economic systems. This suits the west fine, 
.provided ly and commercially. 


prices after January 6 when the market 
recorded its lowest mark in the decline 
from the mid-November high point have 
no trend implications, fluctuations being 
confined well within the November high 
and subsequent low. These fluctuations 
form a part of the process of technical ad¬ 
justment which has been in evidence since 
mid-November. 

Despite the prevailing mood of hesitan¬ 
cy and the apparently subdued tone of the 
market, it needs to be noted that on 
February 15, the Financial Express equity 
price indices for Bombay and all-India 
stood well above the half-way point bet¬ 
ween the November high and subsequent 
low. The Bombay index showed a decline 
of 4.5 per cent from its all-time high mark 
and the all-India index was down by 4.8 
per cent. Considering the phenomenal up¬ 
surge in equity prices in 1988—the Bom¬ 
bay index had risen by 81.3 per cent and 
the all-India index by 75.6 per cent—a 
decline of this order, far from being a mat¬ 
ter of concern, should be welcomed for 
the healthy progress of the bull market. 

It is true that the market had climbed 
to a height few had ever imagined. The 
Financial Express index for Bombay 
registered an increase of 38 per cent over 
its 1986 high and the all-India index stood 
25.7 per cent higher. But the fundamen¬ 
tals which have a bearing on the outlook 
for equities have also been very strong. 

The overall environment in which the 
stock market operates now is far more 
congenial than ever before. Institutional 
investors have emerged as a formidable 
factor to reckon with, bringing about a 
profound change in the demand-supply 
equation of all the growth-oriented scrips. 
All the conventional economic indicators 
relevant from the viewpoint of the stock 
market—growth in GNP and increase in 
agricultural and industrial production- 
are distinctly pointing upward. Prime 
minister Rajiv Gandhi’s continuing em¬ 
phasis on opening up the economy has 
emboldened the managements of growth- 
oriented companies to undertake expan¬ 
sion and diversification programmes. Cor¬ 
porate newj continues to be encouraging 
and chairmen of most companies are 
hopefully looking forward to improved 
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results in the current year and the years 
ahead. To what extent the market has 
already discounted these ‘bull’ factors is 
an issue on which opinion is likely to be 
sharply divided. 

It is significant that never before has the 
government been known to have evinced 
such keen interest as it is doing now in the 
orderly functioning of the secondary as 
well as primary markets through appro¬ 
priate policy initiatives and measures 
which include continuous support for 
safeguarding the interests of the investors 
and for modernisation and simplification 
of the systems and methods at stock ex¬ 
changes. The stock exchanges themselves 
are now showing increasing awareness of 
the need for modernisation, computerisa¬ 
tion of operations, better inter-exchange 
linkages and investor protection. 

In view of the government’s deterio¬ 
rating budgetary position and the resource 
constraint experienced by the public 
financial institutions, the capital market 
has come to be recognised as one of the 
most important avenues of resource mobi¬ 
lisation for the corporate sector—private 
as well as public. The link between the' 
secondary and primary markets has ac¬ 
quired a new dimension. Several measures 
have been initiated to enable the market 
to serve more efficiently the interests of 
investors. The Abid Hussain working 
group on the capital market has recom¬ 
mended, among other things, that the 
company prospectus should disclose the 
investment risks confronting the investors 
and that merchant bankers concerned 
should testify to the soundness of the 
claims made in the prospectus. This will 
help avoid recurrence of the phenomenon 
of fly-by-night companies witnessed 
during the 1985-86 boom which had a 
devastating effect on investors’ confidence 
in new issues. 

It is worth noting that while there is less 
than a fortnight to go for the presenta¬ 
tion of the union budget, the stock market 
has not developed any symptoms of 
‘budgetitis’. It is not that the market is not 
aware of the grave fiscal imbalances 
resulting from burgeoning non-productive 
(Plan as well as non-Plan) expenditure 
and the need for raising additional 
resources to sustain the accelerated growth 
tempo. But the stock market is concern¬ 
ed less with the magnitude of the tax ef¬ 
fort than with how the resources are 
raised. 

Increase the basic exemption limit and 
standard deduction, withdraw the sur¬ 
charge on personal and corporate tax, of¬ 
fer incentive for long-term savings and in¬ 
vestment in new shares, remove tax on 
inter-corporate dividends, allow excise 
rebate on incremental production—and 
the stock market will be all smiles. The 
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Form of seneral notice to be given to the members of the public before making an application to the Central Government under sub 
section (2) of section 22 of the Monopolies and Restrictive Trade Practices Act, 1969 

NOTICE 

It IS hereby notified for the information of the public that HOECHST INDIA LIMITED proposes to make an application to the Central 
Government in the Department of Company Affairs, New Delhi, under sub-section (2) of the section 22 of the Monopolies and Restric 
tivc Trade Practices Act, 1969, for approval to the establishment of a new undeitaking/unit/division Brief particulars of the proposal 
are as under- 


1 Name and address of the applicant 


2 Capital structure of the applicant organisation 


3 Management Structure of the applicant organisation 
indicating the names of the directors, including 
A/tanaging/wholetime directors and manager, if any 


4 Indicate whether the proposal relates to the esta 
blishment of a new undertaking or new unit/division 

5 Location of the new undertaking/unit/division 

6 In case the proposal relates to the production, storage, 
supply, distribution, marketing or control of any goods/ 
articles, indicate 

i) Names of goods/articles 


II) Proposed licensed capacity 

III) Estimated annual turnover 

7 In case the proposal relates to the provision of 

any services, state the volume of activity in terms of usual 
measures such as value, income, turnover etc 

8 Cost of the Project 

9. Scheme of finance, indicati ig the amounts to be 
raised from each source 


HOECHST INDIA LIMITED 
Hoechst House 
Nariman Point 
193, Backpay Reclamation 
Bombay 400 021 
Authorised Capital: 

Rs 100,000,000 divided into 1,000,000 Equity Shares of 
Rs 100 each 

Issued, Subscribed and Paid-up Capital; 

Rs 95,769,000 divided into 957,690 Equity Shares of 
Rs 100 each 

The Company is managed by the Managing Director under the 
overall supervision and control of the Board of Directors 
Names of Directors 
Mr Vijay Mallya (Chairman) 

Dr E Baltin (Managing Director) 

Mr S V Divechd 
Dr H G Janson 

Mr F A Honigmann (Alternate to Dr H G Janson) 

Prof Or G Korger 
Mr D Laengenfelder 
Mr FI J. limner 
New Unit 

Ankleshwar, District Bharuch, Gujarat State 


TONOPHOSPHAN SUBSTANCE 

(Sodium salt of 4-dimettiylamino-2 methylphenyl-phosphinic acid) 
and Foimulations thereof 
10 tonnes per annum 
Rs 10 0 million approx at full capacity 

Not Applicable 

Rs 1.0 million : 

From the internal resources of the Company 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Government of India, Ministry of 
Industry, Department of Company Affairs, Shastri Bhavan, New Delhi, within‘14 days from the date of publication of this notice, in¬ 
timating his views on ttie proposal and indicating the nature of his interest therein 

HOECHST INDIA LIMITED 

Sd/- 

C. L. JAIN 

Dated this 15th day of February 1989 FINANCE DIRECTOR 4 SECRETARY 
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loss of revenue to the exchequer, say the 
stock exchanges, will be very small while 
the cult of equity will receive a big boost. 
The union finance minister had stated the 
other day that “the challenge before us is 
to motivate the saver to become an in¬ 
vestor” and "we are moving positively in 
that direction" and “that process has to 
r>e strengthened and accelerated”. Will the 
forthcoming budget promote this declared 
objective? 

LCVs 

Short-Sighted Policy 

THE new-tech light commercial vehicle 
(LCV) manufacturers have put up prices 
once again early this month by Rs 10,000 
to Rs 11,500 a vehicle. The new prices of 
i these vehicles are in the range of Rs 2.30 
lakh. The manufacturers have claimed 
that the pi ice hike was necessitated by the 
escalating value of the Japanese yen. 

There has been a rapid increase in the 
prices of these vehicles since the time the 
first Japanese LCV was introduced in 
India ki December 1986 at Rs 1.45 lakh. 
Since then the prices have been raised 16 
times. According to manufacturers, the 
price increases have been entirely dup to 
the continuous appreciation of the 
Japanese yen. 

According to reports, the indigenisation 
programmes of the new LCV manufac¬ 
turers who have set up units with Japanese 
collaboration have been proceeding at a 
snail's pace and little is done to raise 
capacity utilisation' to make the units 
viable. The present indigenisation ratio is 
no more than 20 per cent. The continued 
dependence on foreign material and com¬ 
ponents makes the units vulnerable to 
exchange rate fluctuations, apart from 
putting them at the mercy of foreign 
suppliers. 

What has come as a surprise to industry 
observers is the pre-budget memorandum 
submitted to the governjnent recently by 
the local representatives of the Japane.se 
companies involved in the Indian auto¬ 
mobile sector. The memorandum has re¬ 
quested the government to bail out the 
icy units by reducing the customs duty 
on imported components ajid relaxing the 
commitment to a phased indigenisatioa 
programme. Their contention is that at the 
present rate of customs duty of 50 per cent 
on components, the government is realis¬ 
ing a higher amount than originally 
estimated because of the appreciation of 
the yen. 

Meanwhile, fleet-operators have chal¬ 
lenged the contention of the LCV pro¬ 
ducers that oil the price hikes were entirely 
because of the rising yen. According to 
them, at least some of the price hikes have 
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had no justification. They have cited the 
example of excise and customs duty reliefs 
totalling Rs 26,000 per vehicle granted by 
the government in 1987 when the industry 
was passing through a phase of severe de¬ 
mand recession. At that time the manu¬ 
facturers did not pass on the relief to 
customers. In fact, along with a price hike 
of Rs 12,000 effected a few weeks before 
the duty reliefs, the manufacturers had ef¬ 
fectively received a bonanza of Rs 38,000 
per vehicle. Evidently, the yen apprecia¬ 
tion at that lime could not have been of 
this magnitude. 

Not surprisingly, even those producers 
who did not have Japanese collaboration 
and who produced 100 per cent indi¬ 
genous LCVs have also been raising their 
prices periodically, giving the impre.ssion 
of a cartel in operation. For instance, in 
the same range of LCVs, the price ol the 
1ELCO 608 vehicle was increa.sed in 
January by Rs 13,700 to Rs 2,14.700 (ex¬ 
cluding tax). The reason given by the com¬ 
pany was the increase in the administered 
prices of steel and aluminium. 

Chitaranjan Das of the All-India Motor 
Congress, the apex body of commercial 
vehicle operators, has termed the latest 
price hike as opportunistic, since buyers 
would be entitled to higher depreciation 
benefits for vehicles bought now because 
ol umformisation of the financial yeai. A 
buyer will be able to charge depreciation 
at 87.5 pel cent for the 21-month period 
and 75 per cent for the 18-inonth period 
ending March 31, 1989 as against the nor¬ 
mal depreciation rate of 50 per cent per 
annum. The present price increase, 
therefore, according to Das, is to take ad¬ 
vantage of the buying spree which is likely 
to maleriali.se. 

Only recently the LCV industry had 
started coming out of the demand reces¬ 
sion. The industry should have taken this 
opportunity to improve its capacity utili¬ 
sation from the present abysmally low 
level of around 25 per cent. Instead it has 
adopted a short-sighted policy of cashing 
in on the short-term pick-up in demand. 

As it is, the industry has been plagued 
by over-capacity. The total licensed capa¬ 
city for LCVs till 1984 was 40,500 units 
per annum comprising Bajaj Tempo 
(15,tX)0), Standard Motors (12,500) and 
Mahindra and Mahindra (13,000). An ad¬ 
ditional capacity or 47,000 units was 
licenced in 1985 to four companies with 
Japanese collaboration as follows: DCM 
Toyota, 15,000; Alwyn Nissan, 10,000; 
Swaraj Mazda, 10,000; and Eichcr Motors 
12,000. In addition TELCO has come out 
with its LCV models wking advantage of 
the facility of broad-banding. Demand, 
however, has not picked up as anticipated, 
evidently because of the continuous price 
hikes. 


18. 1989 


TWENTY YEARS AGO / 

EPH\ February 15. 1969 

Fuiy m thcciiy, let loose during Shis 
Sena’s unsuccessful attempt lo block a 
second union minister’s entry into 
Bombay unless the border dispute with 
Mysore were settled in Maharashtra’s 
favour, spilled over into four days that 
resembled an unfriendly saturnalia... 
Two interesting facts do emerge, however, 
from the type of police action witnessed ' [ 
and the background and age-composition 
ol the participants in the violence. Many 
of these were young people, even teen¬ 
agers, of indefinite educational back¬ 
grounds and indefinite futures... Thus 
the aimlessness of the trouble-making— 
sometimes with police permissiveness. 
The police on their part oscillated 
between overt ignoring of acts, and firing 
when oveipowered. 

fhe urban unemployed and occasional¬ 
ly employed, hustled together in crowded 
listing places, iranspori systems, and 
queues, wdl tragically continue to multi¬ 
ply over tne foreseeable future. Alienated 
liom the social stiucture, and with little 
10 lose, this is ready material for igniting 
violence. And there will always be a mass 
leader, with ambition but no long-term 
piogrammc ol action, to seize his oppor¬ 
tunity. That in Bombay it is Bal Thackeray 
espousing an ostensibly Maharashtrian 
cause is purely incidental. 

* * 

The choice of the new chief minister 
was made immediately at the end of the 
official period of mourning for Anna, 
and the new cabinet was sworn into of¬ 
fice the very next day. Today Karunanidhi 
IS being hailed as the proper man for the 
job, as an able administrator of quick 
decision and thorough action. But it 
seemed, nil only yesterday, that the 
general public—as differentiated from 
the party—favoured Nedunchezhian. 

1 he milder and mote soft-spoken of the 
two, he seemed closer to the image of the 
departed leader, possessing something of 
this balance and urbanity. 

★ ★ ★ 

The market for domestic machine- 
tools has been dull for three years. This 
fact required no confirmation after so 
much lapse of time .. About 60 per cent 
of capacity was idle in March 1968 and 
there were orders in hand for 1,200 
machines against 2,3()0 at the end of the 
previous year.. HMT took plan targets 
for granted and went in for a massive ex¬ 
pansion programme without paying close 
attention to emerging market trends of 
total demand and varieties of mat'hine- 
tools. Except for watches, HMT had 
no other product line to provide a 
cushion against demand fluctuations 
which even the best planning cannot be 
eliminated in an item like machine tools. 




STATISTICS 


Variaiion (per ceni) 


Index iNuhiImts of M'holesaie Prioea 


Latest 

Over 

Over 

Over 





(1970-71 - 100) 

Weight 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(21-1-89) 

Month 

Year 

26,19,88 87-88** 

86-87 

85-86 

84-85 

All Commodities 

1000 

439.5 

1.5 

5.4 

4'.9 

10.6 

5.3 

5.7 

7.1 

Primary Articles 


419.6 

0.7 

7.0 

6.8 

13.2 

5.2 

2.0 

4.8 

Food Articles 

298 

423.7 

1.5 

13.3 

11.9 

11.0 

6.6 

6.8 

6.4 

Non-food Articles 

106 

.368.1 

-1.7 

- 9.2 

- 6.4 

22.9 

6.4 

-10.2 

-2.3 

Fuel. Power. Light and Lubricants 

85 

690 2 

1.6 

3.8 

3.6 

6.4 

6.8 

11.9 

2.6 

Manufactured Products 

499,', 

413,2 

1.9 

4.6 

3.9 

9.8 

4.9 

7.2 

6.0 

.X ; 





Variation (per 

cent) 



Cunt of Living Index 


latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1988 

87-88 

86-87 

85-86 

84-85 

For Industrial Workers 1960 = 100 

828" 

0.6 

9.7 

10.0 

9.1 

8.8 

6.5 

6.4 

For Urban Non-Manual Employees 1984-gS = 100 

138'® 

1.5 

7.8 

7,0 

9.6 

7.9 

7.9 

8.1 

For Agricultural Labourers July 50 to 

724'® 

2.0 

10.9 

10.0 

9.8 

4.8 

4.8 

0.2 

June 61 - 100 














Variation (per cent in brackets) 


Money and Banking 


latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



( 27 - 1 - 1989 ) 

Month 

Year 

25, 1988 87-88** 

86-87 

85-86 

84-85 

Money Supply (M,) 

Rs crore 

1.86.778 

-166 

26,906 

24,118 

20,870 

21,627 

14,423 

16,058 




(-0.1) 

(16.8) 

(14.8) 

(7.0) 

(18.3) 

(13.9) 

(18.7) 

Net Bank Credit to Government Sector 

Rs crore 

99,011 

2,173 

15,046 

14,902 

12,652 

12,822 

6,555 

8,445 

Bank Credit to Commercial Secfei 

Rs crore 

1,19,926 

852 

16,516 

14,391 

10,079 

10,576 

10.%3 

10,809 

Net Foreign Exch Assets of Banking Sector 

Rs crore 

5,114 

- 551 

524 

-347 

673 

1,251 

13 

1,419 

Deposits of Scheduled Commercial Banks 

Rs crore 

1,38,333 

-1,110 

21,183 

20,759 

14,850 

16,723 

13,160 

11,519 




(-0.8) 

(18.1) 

(17.7) 

(14.5) 

(19.6) 

(18.2) 

(19.0) 

Foreign Exchange Assets** 

Rs crore 

5,870 

-444 

-615 

-1.268 

-507 

604 

197 

1,319 

Index Numbers of Industrial 

Weights 

Latest 








Production 


Month 

Averages for* 


Variation (per cent) 


<1980-81 100) 


(August) 



In 


In 

In 

In 



1988 

1988-89 

1987-88 1986-87 1985-86 1984-85 

1983-84 

General Index 

100.0 

172.7 

173.7 

157.8 

1 8.9 


8.7 

8.6 

6.7 

Basic Industries 

39.4 




9.4 


6.8 

ll.l 

6.0 

Capital Goods Industries 

16.4 




18.2 

10.6 

3.0 

11.7 

Intermediate Goods Industries 

20.5 




4.3 


7.5 

9.7 

9.8 

Consumer Goods Industries 

23.6 




5.3 

12.5 

12 

1.6 

Durable Goods 

2.6 




19.5 

18.7 

21.6 

16.1 

Non-Durable Goods 

21.0 




2.6 

11.5 

5.1 

-0.4 

Note: The index numbers of industrial production by use-based classification are not available beyond March 1987 



Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 










(Aug 88) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Exports 

Rs crore 

1,467 

7,313 

6,125 

15,719 

12,569 

10,895 

11,744 

9,771 






(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(11.0) 

Impoits 

R.s crore 

2,289 

10,797 

8,544 

22,343 

20,201 

19,658 

17,134 

15,831 






(10.6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance of Tfade 

Rs crore 

- 822 

-3,484 

-2,419 

-6.624 

-7.632 

- 8,763 

-5,390 

-6,060 

' Employment Exchange Statinlica 

Unit 

Latest 

Cumulative for* 








Month 










(Sep 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Live Registers 

Thousand 

30,002 

30,002 

30,790 

30,247 

30,131 

26,270 

24,861 

23,034 

(as at end of period) 





(0.4) 

(14.7) 

(6.0) 

(7.9) 

• (16.6) 

Number of Registrations 

Thousand 

540 

4,564 

4,567 

5,465 

5,473 

5,824 

6,220 

6,756 




(-0.2) 

(-6,0) 

(-0.2) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

Number of Vacancies Notified 

Thousand 

40 

422 

453 

621 

616 

683 

707 

827 




(0.8) 

(-10.0) 

(0.8) 

(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

Number of Placements 

Thousand 

29 

264 

344 

360 

356 

388 

407 

486 




(1.1) 

(-8.2) 

(1.1) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

Income 

Unit 

1986-87*^ 

1985-86'* 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

1979-80* 

Gross Domestic Product (current prices) 

Rs crore 

2,60,584 

2,33,305 

1,90,888 

1,72,704 

1,45,961 

1,30,770 

1,22,226 

95,358 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,62,326 

1,56,083 

61,838 

59,541 

55,068 

53,470 

1,22,226 

47,191 

Per Capita Income (1980-81 prices) 

Rupees 

2.975 
_ 1 _ 

2,721 

1,791 

1,781 

1,687 

1,^6 

1,627 

664 


* For current year upto latest month for which data are available and for correspondtitg period of last year. 

** Excluding gold and SDRs, -t Upto latest month for which data are available. 

+ + Provisional data. @ At 1970-71 prices. 

Notex (I) Superticript numeral denotes month to which Hgure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 




COMPANIES 


KIRLOSKAR OIL ENGINES 

Larger Models 

KIRLOSKAR OIL ENGINES has registered 
an impressive recovery in its performance 
during 1987-88. Its gross profit has shot up 
from previous year’s Rs 85 lakh to Rs 603 
lakh following increa.se in sales from Rs 87 
crore to Rs 116 crore, reflecting substantial 
widening of profit margins. After necessary 
provisions, there is a net proflt of Rs 263 
lakh against a net loss of Rs 143 lakh. This 
has enabled the company to return to the 
dividend list with a m^est payment of 6 per 
cent on equity and clearance of preferential 
dividends for 1985-86 and 1986-87. Equity 
distribution is covered 6.79 times by earn¬ 
ings. This performance is attributable to 
planned efforts by way of strengthening the 
distribution network and continued aggres¬ 
sive marketing policy. Moreover, new engine 
models and the large engines of 6400 HP 
and above required for propulsion and 
geuerating-set applications introduced dur¬ 
ing the year have been well-received in the 
market. New applications of engines for 
compressors, trucks, track-laying equipment, 
etc, have also been successfully introduced 
in the market during the current year. 

The company is exporting engines and 


pump sets to Iran, Egypt, Oman, Bangla¬ 
desh and Nepal. During the year, it has 
found countries like Afghanistan, Ihnzania 
and Zimbabwe as potentially good export 
markets for these products. The company 
has been able to export bearings t<5*the USSR 
valued at Rs 8.6 million. Commenting on 
the prospects for the current year, the direc¬ 
tors say that the market for diesel generating- 
sets for workshops, small shopkeepers, etc, 
is encouraging. Demand for engines for 
compressors, drilling rigs and loaders is also 
showing signs of improvement. Large 
engines up to 7,200 HP in particular have 
a comfortable order position till March, 
1989 Demand for engines for power genera¬ 
tion is not likely to be affected despite good 
monsoons during the current year. 

APOLIX) TYRES 

Diversifying 

APOLLO TYRES has completed model 
nisation and expansion of its plant and ex¬ 
pects to reap partial benefit of additional 
capacity this year With the lull benefit of 
expansion from the next year, there will be 
substantial increase in turnover. Meanwhile, 
the company has acquired interest in Gujarat 
IVres for implementing an industrial licence 


The Week’s Companies (Rs Lakh) 


KirloslMr Oil Apollo TVres GE Shipping 

Lalcft Year Lait %ar Latest Year Last Year Latest Year Last Year 



30-6-88 

30-6-87 

31-10-88 

31 - 10-87 

31 - 4-88 

31 - 4-87 

Paid-up Capital 

670 

670 

915 

850 

5561 

5173 

Reserves 

1350 

1155 

3440 

2466 

3917 

2901 

Borrowings 

2748 

2883 

4761 

4664 

7956 

9248 

qf which Iknn Borrowings 

ns 

884 

2016 

1540 

7747 

8855 

Gross, fixed assets 

hTiA 

4537 

8436 

7948 

36451 

34069 

Net fixed assets 

2149 

2306 

4984 

3881 

22362 

21087 

Investments 

357 

351 

1679 

993 

139 

139 

Current liaMlities 

3868 

3360 

2161 

1620 

4186 

3041 

Current assets 

6110 

5385 

4624 

4726 

4138 

4317 

Stocks 

2670 

2521 

1612 

1414 

101 

100 

Book debu 

2931 

2397 

1660 

1605 

710 

704 

Net sales 

11599 

8728 

11201 

10739 

11255 

9840 

Other income 

324 

367 

355 

184 

359 

373 

Raw material costs 

6607 

4995 

6488 

5794 

2143 

2590 

WMes 

1306 

1246 

637 

569 

1184 

1035 

Interest 

526 

498 

647 

531 

1113 

1321 

Gross proHt (-fj/losi (-) 

603 

85 

1891 

1854 

3926 

2710 

Depreciation provision 

319 

228 

162 

1768* 

1976 

1903 

Ikx Provision 

21 

— 

250 

16 

307 

127 

Net profit (-fj/lossf-) 

263 

-143 

1479 

70 

1643 

680 

Investment allowance reserve 

— 

— 

— 

— 

— 

— 

Hansfer to reserves 

197 

— 

1165 

70 

810 

152 

Dividend 

Amount P 

32 


104 




E 

34 

— 

210 

— 

833 

528 

Rate (per cent) P 

11 

— 

11 

— 

— 

— 

E 

6 


25 

— 

15 

12.50 

Cover <times) 

6.79 

— 

6.55 

— 

1.97 

1.29 

Ratios (per cent) 

Gron profit/salm 

5J0 

0.97 

16.88 

17.26 

34.79 

27.54 

Net proflt/capital employed 

13.02 

— 

66.74 

7.11 

17.33 

8.42 

InventorMs/sales 

23.02 

28.88 

14.39 

13.17 

0.89 

1.02 

RAges/sales 

1IJ6 

14J8 

5.69 

5.29 

10.52 

10.52 


* Indiided depnduion for earlier yean Rs 1366 lakh. 




to manufacture automobile tyres and tubes 
in Gujarat. The company has also joined 
hands with Spie Capag of Fiance and Skil 
Holding for promotion a new company 
under the name Spie Capag India with the 
object of carrying on the business of pipe 
laying, drilling and coating contracts and 
other engineering, designing, consultancy, 
technical and management services. The 
initial subscribed and paid up capital of the 
new company will be Rs 20 lakh of which 
Apollo TVres would subscribe to 40 per cent. 

Tbrnover for 1987-88 has increased from 
previous year’s Rs 107 crore to Rs 112 crore 
and gross profit from Rs 18.54 crore to 
Rs 18.91 crore. Profit margins have declined 
slightly due to sharp increase in raw 
materials and operational costs. Although 
there was scarcity of key raw materials, pro¬ 
duction could be maintained through proper 
inventory management. Net profit has turn¬ 
ed out to be substantially higher at Rs 14.79 
crore against only Rs 70 lakh. This is 
because the company had to provide in the 
previous year a substantial amount by way 
of depreciation relating to earlier years. The 
directors have recommended payment of 
dividends on preference shares for 1987-88 
as also accumulated arrears for the last 11 
years besides a total equity dividend of 25 
per cent which is covered 6.55 times by 
earnings. 

The company's exports at Rs 3.73 crore 
were higher than the previous year. With ex¬ 
pected additional production, there will be 
a quantam jump during the current year. 
The company’s products have already gained 
further foothold in the existing international 
markets of UK, Australia, Egypt, Afgha¬ 
nistan, UAE, Qatar and Bangladesh. The 
management is developing new markets to 
increase exports. The company’s R and D 
unit, which had been recognised by the cen¬ 
tral government’s department of science and 
technology, is doing pioneering work by con¬ 
stantly developing new products and up* 
grading existing products to meet the pre¬ 
sent and future needs of consumers for 
domestic and international markets. Addi¬ 
tional facilities have been created at the plant 
by adding the latest equipment which will 
give further edge to the company over others 
in technological developments and raw 
material evaluation. 

GREAT EASTERN SHIPPING 

Record Profits 

GREAT EASTERN SHIPPING’S strat^ 
of improving liquidity and reduced gearing 
through substantial increase in equity base 
with acquisition of good and cheap second¬ 
hand tonnage at low prices has finally paid 
off in 1987-88. The company has registered 
its highest operating earnings as well as pro¬ 
fits before tax. Operating earnings have in¬ 
creased from previous year’s Rs 98.40 crore 
to Rs 112.55 crore and gross profit has ex¬ 
panded from Rs 27.10 crore to Rs 39.^ 
crore. After necessary provisions, net profit' 
has amounted to Rs 16,43 crore (Rs 6.80 







crore). The directors have stepped up divi¬ 
dend from 12.5 per cent to 15 per cent on 
enlarged capital. 

The shares allotted at the time of 'rights’ 
issue in February. 1987 will be entitled to 
dividend on pro-rata basis on the amounts 
paid up. Similarly, the equity shares allot¬ 
ted on conversion of bonds will be entitled 
to dividend trom September 1, 1987. During 
the year, IFC (Washington) was allotted J 
million equity shares and it w ill be entitled 
to dividend during the year The recom¬ 
mended enhanced dividend is covered 1.97 
times by earnings. 

The operating earnings increased as the 
company operated a larger fleet and also had 
the benefit of improved freight rales. Due 
to a change in the mi . of operatihg earn¬ 
ings in favour of time charters as opposed 
to voyage charters and strict control on costs, 
the operating expenses came down as a 
percentage of operating earnings by almost 
S per cent as compared with the last year. 
TMs has been achieved, despite the company 
having operated six more ships during the 
year. The company has also succeeded in 
reducing its interest costs, partly as a result 
of lower loans outstanding and partly due 
to some favourable forward covers on the 
foreign exchange loans. The company ac¬ 
quired five second-hand ships during the 
year. Prices of second-hand ships hardened 
further but now the management can look 
back with satisfaction of having a large well 
priced fleet whose market value today is 
almost about Rs l(X) crore in excess of thcii 
written down value. IFC (Washington) had 
sanctioned the company an U.S $ 8 million 
subordinated loan and had an option to 
subscribe to 6.25 million equity shares of the 
face value of Rs 10 each. IFC exercised pait 
of its option on March 18,1988 by subscrib¬ 
ing to 3 million shares at a premium of 
Rs 6.87 per share. The subscription was part¬ 
ly through conversion of the loan to the tune 
of S 2.025 million and the balance in cash. 

The company has obtained permission (or 
extension of time for calling the balance on 
the partly paid ‘rights' equity shares made 
in 1987 up to April 15, 1989 At long last 
the company has received ihe appioval of 
the union ministry of finance to enter into 
Construction activity. The company has ac¬ 
cordingly formed a cell named ‘The Great 
Eastern Developers'. This cell has on hand 
a couple of small projects. This cell will pur¬ 
sue this area of diversification actively and 
hopefully widen the base of operations. The 
key to success will be in the cell's ability to 
acquire land. 

Commenting on the future outlook, the 
directors say that the company is.cautiously 
Optimistic that the firmness of freight rates 
is likely to continue for sometime. The 
freight futures index (Biffex) is also en¬ 
couraging. Having acquired a number of 
second-hand dry cargo ships at competitive 
prices, the company would be in a good 
position to take advantage of the buoyancy 
in the freight market. The wet cargo fleet 
continues to be satisfactorily employed on 
time charter. Acquisition of further ships 
would probably have to slow down as the 
second hand priCes have risen substantially 
and continue to rise. 


ESSAR GUJARAT LIMITED 

FORM IIA 

See Rule -tAfl) 

Form ot gencr.il nonce to be given to ihe members ol ihe public before mak¬ 
ing an application to the ( eniral (lovernmeni under sub section (2) of Section 
22 ol the Monopolies and Kesiricine Trade Frames .-Vet 1969 

N O T I c: F. 

It IS hea’hy notified for the information ol (he public dial F.S.SAK < il i.| ARA1' LFI) 
proposes to nfake an application to the Central Government in the Depart- 
menl of ('ompany Affairs, New Delhi under suh-seciion (2) of .Section 22 of 
the Monopolies and Restrictive Trade Practices Act, 1969 lor approval of the 
establishment of a new undertakmg/unit/divisiun Briet particulars of Ihe pro¬ 
posal arc a.s under 

(1) Name & Address of die applicant F.SSAR Gl'JARAI I.IMITFO,, l.Slh floor. 
Maker Chambers IV, Nariman Point. Bombay 400 021 (2) (iapital structure 
ol the applicant' Authorised Capital (as at 51 5 198K) (Rs in lacs) 5.00.00.000 
Equity Shares ol Rs 10 each —5000 00, 50,000 Preference Shurcs ol Rs, 100 
each—so 00, Total—5.0S0 00 Subscribed Capital 1,61,58,607 Equity Shares 
of Rs 10 each—1,615 R6, l-lO Preference Shares ot Ks 100 each -OI-l. 
Total—1,616 00 Paid up Capital 65,52,907 Equity .Shares ol Rs 10 
each—655 29, 96,25,100 Equity Sliarrs of Rs 5 50 paid up—-^56 90, I 4 O 
Preterence Shares ol Rs. lOOeach—0 l-i. total—990 55 (51 Management .stnit- 
ture of the applicant oi^anisation indicating the names ot tlie Directors, in 
eluding Managing/whole-iime Directors and Managers if any The Company 
IS managed by the Managing Director, sub|ecl 10 tlie control, direction and 
liupcrvision of the Hoard of Directors of the Company The names of Direc¬ 
tors of the Company are a-s follows 1 .Shri Ravikant N Riiia'-Managing Direc 
tor; 2 Shri Shashikani N Kuia, 5 Shri Indcr Chandjain, i Shri Dwarkadas 
Udeshi; 5 Shn Sanjeev Shnya, 6 Shri KR Rtimamani, *’ .Shri Prashant S 
Kuia. 8 Smi EalitaD Gupta (Nominee of tCKd), 9 Shn SK Shelat (Nominee 
of GlIC) (4) Indicate whether the proposal relates to the establishment of 
a new undertaking or a new unit/divisioil' Yes, the proposal relates 10 the 
establishment of a new undertaking to manufaciure 2-Ethyl Itexanol (5) lix a- 
tion of the new underiaking/unit/division: .Village, lla/ira. taluk t.horasi, Dist 
Surat, State' Gu)arai or Village, Auraiya, Dist Etawah, State, I'ttar Pradesh 
(6) Capital structure ot the proposed undertaking’ Authorised, subscribed and 
paid up capital of Rs 5.000 lacs comprising of 500,00,000 Equity Shares of 
Rs. 10 eat h, (7) In case the proposal relates to the production, storage, supply, 
disirihuiion, marketing or control of any goods/articles, indicate i) Name of 
gootlsAirticles. 2 i;thyl Hcxanol; ii) Proposed licensed capacity 50,000 tons/yr, 
ill) Estimated annual turnover: Rs 9,100 lacs (8) In case the proposal relates 
to the provision of any service, stale the volume of activity in terms of usual 
measures such as value, income, turnover, etc Not Applicable (9) Cost of 
Proiec'l Rs 12,000 lacs (10) Scheme of linanee, including the amounts to be 
raised from each source (Ks in lacs) F.quity (including internal accruals and 
public issue)--5,()00.00. Borrowing Financial Institution/Hanks—9.000 00; 
Total—12,000 00 

Any person interested in the matter may make a rcpirscntation in quadruplicate 
to the Secretary. IX-partnieni of (.ompany Affairs, Govcrnmcni of India, Sha.stri 
tlhavan. New Delhi, within 1-1 days trom the date of publieatiun of this notice, 
intimating his views on ihc proposal and indicating Ihe nature of his interest 
therein 

Dated this 1st day December, 1988 

Kegd. Office por ESSAR GUJARAT LIMITED 

15lh floor ,4 M VENKATESHWARAN 

Maker Chambers IV COMPANY SECRETARY 

Nariman Point 
Bombay 400021 


06 


Economic and political WMkty Fefaraary IS, 1989 ;.. 



Calcutta Diary 

AM 


The couple of fanatics who pumped those bullets into Indira 
Gandhi’s body did not know what immense harm they were 
doing. Without that gross act of folly, there Wynild have been no 
funeral pyre; without that pyre there would have been no three- 
quarters majority in the Lok Sahha; without that majority there 
would have been no imperial goings-about in the nation’s capital 
and we would have been spared the spectacle of illiteracy parading 
in the garb of scholarship. 


INNOCENCE, illiteracy, or bravado for 
the sake of bravado? The Tamil Nadu elec¬ 
tion, the prime minister has apparently 
been posted with the advice, has been no 
debacle for him or his paity, the party has 
in fact advanced in that state: in 1984, it 
received only 16.5 per cent of the total 
votes cast; this time, it is 20.2 per cent; 
who dares therefore say that the prime 
minister’s charisma does not work? 

This never-say-die assertion sidesteps 
one crucial datum. In 1984, the Con¬ 
gress! 1) had fielded only 72 candidates; 
this time, there were 215 of them fighting 
on its symbol. It works out to a matter 
of simple arithmetic. With close to three 
times more candidates, the share ot ag¬ 
gregate votes goes up by only about 22 per 
cent; the proportion of votes cast in 
favour of the Congrcss(I) per constituen¬ 
cy, it follows, has plummeted considerably. 
This marks no progress for the party, but 
retrogression. Perhaps even this statement 
is erroneous. E'or the votes the Congiess(l) 
got in 1984 were, to a considerable extent, 
votes arranged lor it by M G Ramachan- 
dran, whose servitor it then chose to be; 
we have really no way of finding out what 
the party’s actual strength five years ago 
was. We cannot therefore also judge 
whether it has progressed or regressed. 

So what? Gumption is a matter of at¬ 
titude. To at least a few, the Apocalypse 
is the Golden Age. Hucksters are wont to 
make iherry in a particular ambience; in 
that ambience, outrages—and outrageous 
assertions—become the order of the day. 
The nation’s capital is paved with gold, 
even if you ignore the tidy sum of Rs 300 
crore marked to be spent on the prete.xt 
of Jawaharlal Nehru’s birth centenary. 
Supply creates its own demand; racketeers 
therefore arrive on the scene to pick the 
loot. They constitute an assorted lot, and 
do not exclude the species of statistical 
analysts and psephologists either. Among 
the latter, a handlul can always be found 
who, without batting an eye, would be 
ready to testify to the Thmil Nadu results 
being a mttjor triumph for the Congress(l) 


p,irty. You are supposed not to hold this 
against them: it is all in the game, the 
game of collecting some easy money. 

Vci aiuiihci psephologist belonging to 
the same species was pontificating on 
government television; his glibness had a 
breathtaking quality about it. On the day 
of the Tamil Nadu election, his outfit had 
arranged a so-called ‘poll-gate’ survey 
Votcis, as thev emerged from the booth 
after casting Ihgir voles, were asked how 
they had voted. Women, it transpired, far 
outnumbered men among the supporters 
ot Jayalalitha’s party; the proportion of 
women among those voting for her parly 
was consideiably higher than the cor- 
lesponding proportion in the case of each 
of the other parlies. It was an interesting 
finding by itself But the psephologist was 
in an expansive mood, he had to spout 
wisdom. The tael that the proportion of 
women among those voting for hci party 
exceeded the propoition of women among 
those voting for other parties, he went on 
to elaboiaie, proved that .layalalilha com- 
iiiaiided the greatest influence among 
women in lainil Nadu. It proved no such 
tiling. Suppose one candidate receives two 
hundred voles, of which one hundred and 
lilty have been cast by women and fifty 
by men; the woman man ratio among 
those voting lor him is therefore 3:1. Let 
there be another candidate who receives 
two thousand votes, of which one thou¬ 
sand are cast by men and an equal number 
by women: the woman-man ratio in this 
case is 1:1. True, 3:1 is greater than 1:1; that 
docs not still make the first candidate 
more popular among women: while only 
one hundred and fifty women voted for 
him, as many as one thousand voted for 
the other candidate. 

But, as long as it is the nation’s capital, 
it is seemingly all a matter of style. Say 
it with the proper panache, even illiteracy 
assumes another hue. And so it has been 
for the past four years. The couple of 
fanatics who pumped those bullets into 
Indira Gandhi’s body did not know what 
immense harm they were doing. Without 


that gross act of folly, there would haWA 
.been no funeral pyre; without that pyWi.'^ 
there would have been no unprecedented 
three-quarters majority in the lok Sabhai 
without that majority, there would have 
been no imperial gomgs-aboui in the na¬ 
tion’s capital and we would have been 
spared the spectacle of illiteracy paradini 
in the garb of .scholarship. 

The electoral triumph in 1984 was in 
fact responsible for two distortions. The ' 
first was the taking over of the nation’s 
governance by the offspring of the rich. 
Till that time, while it of course was the 
hegemony of the affluent, the administra- ■ 
tion was not quite personalised. Class in¬ 
terests were carefully looked after, but 
forms were not blatantly breached, the 
obvious e-xcesses of class zeal were either , 
shoved under the carpet or dressed up in 
appropriate apologia. The mandate in 
1984 changed all that. Children from 
privileged households stood in the elec¬ 
tions; they won seat after seat with 
majorities Jawaharlal Nehru could not 
have dreamed of. These children could not 
be too greatly faulted if, at that juncture, 
they came to believe that they represented 
the nation and henceforth their writ must,' 
prevail. Thus arose a major problem. They 
won the elections, but they were generally , 
innocent of the facts of life. By virtue of 
the fact that they controlled the govern¬ 
ment, they had unlimited command over 
rc.sources. Resources were to be put to use 
The affluent inheritors therefore ordered 
a whole lot of gadgetry. For what precise 
purpose the gadgetry was to be deployed 
was something beyond their ken. They 
had led a kind of pre-packaged existence 
ail along; a little of tenni.s, a little of golf, 
a new music system every other .season, 
Friday evening at the disco in a five-star 
hotel, vacations in Europe or the States, 
courting and marrying a pretty convent- 
polished girl from another of the rich 
households. The.ir only reading had con¬ 
sisted of the Time magazine and its Indian , 
version. Or pornography-spliced romantic 
thrillers by Harold this or that or Jac- ' 
queline this or that, or at most an occa¬ 
sional cram book on the state-of-the-art 
technology concerning this or that luxury 
consumer product. All of a sudden, they 
discovered that the new toy they were call¬ 
ed upon to play with was not a charged- 
up Suzuki-Maruti or a fun-filled home 
computer, it was India, the whole bit of 
it. The massive voles they received— 
remember the margins by which a Bach- 
chan vanquished a Bahuguna, or a Sdndia 
took care of a Vajpayee?—were enough to 
go to their head. The country was at their, 
disposal; they could chop it either at the 
neck or at the tail. They proceeded in an 
altogether stylised fashion. Running the,. 
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country, ihe> assumed, was not that much 
different from organising a Sunday aftei- 
noon picnic m the village farm beyond 
Mehrauli. In due course, they called in 
their cronies. If. to begin with, they had 
no cronies, or not too many of them, since 
nature abhors vacuum, and once again 
supply creates its own demand, a crowd 
soon gathered. It could not but be a col¬ 
lection of superficial, run-of-the-mill 
specimens, with their mind mostly filled 
with half-cooked ideas, lb think beyond 
the jargon was beyond their capability. 
Their lingo was lift^ in toto from the dor¬ 
mitories of public schools. These young 
people, had, till the other day, merged into 
the anonymity of>the boxwallah crowd; 
now they were in the thick of Sri Lanka 
or Kampuchea or Punjab or Miroram. It 
was all a bit of a make-believe. 

But there they were, with the power and 
the unlimited resources. So they ordered 
the gadgets. Since they knew no other use 
for these, they considered it altogether 
appropriate to deploy the gadgets for 
frivolous purposes. They enjoyed an. ad¬ 
vantage; they were innocent of the know¬ 
ledge that the purposes they had in mind 
were laced with frivolity. What mattered 
was not what was said, but the fact that 
it was said through gadgetry. In the man¬ 
ner of that pretender of a psephologist, 
they took it for granted that they could 
talk any garbage and it was bound to im¬ 
press, inasmuch as the people’s attention 
would concentrate on the pyrotechnics ac¬ 
companying the garbage; as long as the 
pyrotechnics was right, even utter vacuity 
would sound like God’s sermon. 

The second distortion that has occurred 
is with respect to the concept of national 
geography. A pattern is emerging which 
is presumably common to what are often 
pejoratively referred to as third world 
countries. Ride hard on the rest of the na¬ 
tion, extract the surplus, carry it to the 
nation's capital, jazz the capital up, fortify 
yourselves within its portals, the rest of 
the country, you can safely pretend, does 
not matter, the test of the country, you can 
safely pretend, does not exist. Even the 
performing fleas on government media 
are therefore exclusively a New Delhi lot. 
They have the temerity to describe the pro¬ 
grammes they put up as ’national’; in 
practice it is always the same .self- 
indulging faces and the same set of glib 
tongues. They may be discussing the 
American presidential election or the 
discord over Nagorno-Karabakh or the 
passing of Salvador Dali of lhe,greatness 
of any of the Nehru-Gandhis, but it is, in¬ 
variably, some permutation or combina¬ 
tion of the same crowd, you can rely on 
the weightlessness of what they have to 
cay. They do not deviate into sense; they 


do not have to, they are the king’s cronies; 
it is a national programme, vvhatever in¬ 
anity the\ speak is supposed to create a 
‘vibe’ with the nation, or else. 

linfortunately tor them, it is no longer 
trouble-free existence. As the Tamil Nadu 
results indicate, much of the nation might 
have long ceased to be impressed by either 
royal regalia or illiteracy dressed up as pro¬ 
fundity. Even in the nation’s capital itself, 
the in-house operators must have com¬ 
menced to perceive a world existing 
beyond the hegemony of the superstruc¬ 
ture. Elections in Delhi are being 


. periodically postponed on this plei or 
that. Obviously, court psephologiCts too 
have their limitations. They can, in their 
fantasy, make night of day, and day of 
night. But only up to a point; like smoke, 
reality soon gets into their eye. That sets 
a problem for royalty, which is forced to 
consider, as old Karl Marx had predicted, 
organising the goons. Perhaps that is the 
next phase we wait for, the combining of 
A1 Capone and high tech, with one or two 
quotations thrown in from Jawaharlal 
Nehru. Whether all that will still save the 
throne remains to be seen. 


Safda.r Hashmi 


S A H MAT 


Memorial Trust 


Safdar Hashmi Memorial Committee 

National Street Theatre Day 
12 April 1989 (Safdar's birthday) 

Safdar Hashmi Memorial Cultural Festival 
12-16 April 1989 at New Delhi: 

V Street theatre 

>- Seminar on street theatre; exhibition of photographs 
of street perfomances 

> Classical dance recital 
>• Classical music conccn 

>- Kavi sammelan and Mushaira 
>■ Exhibition and auction of paintings, sculptures and 
photographs 

> Full length proscenium play 

A mobile theatre van for Jan Natya Manch 
Jan Utsav scheduled for early next year 
Setting up of a cultural and training centre 


Donate liberally to express solidarity and to defend 
and uphold the right to freedom of expression. 

Send donations to; 

Safdar Hashmi Memorial Trust 
8, Vithal Bhai Patel Hou«: 

New Delhi 110001 
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Dam Workers on Strike 

Bina Srinivnsan 
(tohit Prajapati 
Wilfred l)‘(J«sta 


The agitation of the Narmada dam workers for fair pay and 
working conditions has been termed anti-national by the Gujarat 
government on the grounds that it is in support of the anti-dam 
movement. 


NEARl.'S' 3,000 workers of the J f’ 
Associates (JPA), the main contractor of 
the Sardai Sarovar Dam, being const¬ 
ructed over the river Narmada, at the 
Kevadia Colony, Gujarat, have been on in 
definite strike since January 30, 1989. 

I'hc Narmada Valley Development Fto- 
ject (NVDP) is the largest single rivet pro- 
lect in India to date. This project involves 
the construction of 30 major, 13.“' medium 
and 3,000 minor irrigation schemes along 
thejriver Narmada and 41 ol its tnbu- 
laric.s. In April 1987, tw’o gigantic dams. 
Sardai Sarovai Pioieci (SSP) in Gujarat 
and Narmada Sagar Project (NSP) in 
Madhya Pradesh (MP), the central ct>rn 
ponents ol NVDP have been approved b> 
Rajiv Gandhi The SSI’, by far the hugest 
dam, is expected to irrigate almost 19 lakh 
heciaies ol land. 

fhe Narmada Dam and its implications 
have evoked varied icsponses from dif- 
Icreni sections of people and concerted 
woik and actions by environmentalists, 
developmental activists. T\vo issues have 
become well known: (1) problems ol the 
people being displaced by the dams and 
their rehabilitation, and (2) the ecological 
disaster that the dams are likely to cause 
and the problems thrown up by the laige 
dams in general. 

Sardar Sarovar vvill submerge 19 villages 
in Gujarat, 33 in Maharashiia and 182 m 
MP. All people living in those villages will 
be displaced to make way for the dam. 
The resettlement hits out directly at the 
weaker sections and the more disadvan¬ 
taged, the majority of whom are from 
scheduled tribes and scheduled castes. It 
is well documented now that the govern¬ 
ment neither have resources nor any will 
to ensure speedy and equitable rehabilita¬ 
tion of the oustees. Besides, the resettle¬ 
ment ol tribals will lead to a major social 
and cultural disruption of their lives. 

The SSP will submerge 13,744 hectares 
of vital forest area. In addition, the dam 
will also bring with it problems like 
sedimentation, waterlogging and salina¬ 
tion. The government has not as yet work¬ 
ed out any way of dealing with these pro¬ 


spective piobicms The movement oppos¬ 
ing consiruclion of two large dams on 
Narmada is mainly organised around 
ihcse two issues 

[lie stiikc bv the workers constructing 
dam in Gujarat and the demands raised 
bv ihcm, have biought out the hitherto 
less known thud dimension of the Nar¬ 
mada Proiect, vi7, the brutal oppression 
and exploitation of the workers. 

('oNi)i I ION Ol Worm rs 

Theic aie two mam contractors, the .1 P 
Associates (JPA) and Mahalinga Shetty 
and Co. fhe Mahalinga Shetty and Co is 
constincting the main canal The vvoik on 
Satdai Saiovar is going on foi the last 
seven years and the JPA has been aw'arded 
the contract ol Rs 7S0 crorc to build the 
dam. The third contractoi, MC'O is no 
longer there as the government terminated 
Its contiaci after its workers went on a 
33-day strike and forced the management 
to concede some of their demands. These 
workers were organised by Vadodaia 
Kamdai Union and they lost their jobs 
after the contractor was ousted. The 
workeis presently on strike are employed 
by the IPA and aic organised under the 
Vadodara Kamgar Union. 

Of mote than 3.0{K'i workers employed 
by the JPA, about half have been brought 
from Bihar. UP, Rajasthan, Vishakhapai- 
nam, etc The rest aie from the villages 
nearby. Most of the ‘outsiders' aic lesiding 
m the laboiii camp at Kevadia Colony. 
The condition of these workers is not only 
inhuman but also evokes memories ot the 
slave system. 

They are forced to work for 12-16 hours 
and arc paid for only eight hours. There 
IS no system of counting and paying at 
double late loi work done after eight- 
hours’ duty. No identity cards arc given. 
The pay slips arc never provided. Atten¬ 
dance musters are not maintained. 

The JPA has given out parts of work 
to sub-contractors and these workers are 
transferred fiom one sub-contractor to 
another without any transfer orders. This 


is to break their continuity of service so 
that they cannot claim at the time of ter¬ 
mination of service or completion of work 
or if they resign benefits like gratuity, etc. 
The women wot kers are grossly discrimi¬ 
nated against and although they do the 
same work as men, are not paid equal 
wages. No medical care is provided or 
medical benefits given. Instead, the 
employment of the workers who are ill for 
long or are injured, is directly terminated. 
No compensation is ever granted for per¬ 
manent disability due to injury on work. 
To many, even minimum wages are not 
paid. Any worker expressing grievances is 
immediately expelled from the colony and 
services terminated. In short, the contrac¬ 
tor docs not implement any labour laws 
or rules. 

In September 1987, six workers of the 
JPA, Pakir Ahmed, Shivakumar Singh, 
Bharat Prasad, Rohini Ansari, Nageshwari 
Tiwari and Daya Shankar Shambhu, first 
approached Vadodara Kamdar Union at 
its office in Baroda to form a union in 
order to fight against their brutal exploita¬ 
tion and harassment. After meeting the 
union activists when they returne<l to the 
labour camp at Kevadia Colony, they 
found that the news about their approa¬ 
ching VKU had already reached the 
management. They were immediately call¬ 
ed by the management, their services were 
tciminated on the spot and they were 
otdered to leave Kevadia Colony. The 
army of musclemen kept by JPA saw to 
It that they did not go back to their 
residences to collect their belongings. 
Hence they were forced to leave only with 
the clothes they were wearing. 

Witli»a view to getting police help to 
retrieve then belongings they approached 
the local PSI Jadeja who was at that time 
busy watching a f;arha (dance) pro¬ 
gramme. He refused to help them. The 
VKU then approached the DSP, Bharuch. 
However, to date nothing has been done. 

On March 1.3, 1988, the workers decided 
to participate in the Bharat Bandh orga¬ 
nised by trade unions and opposition par¬ 
ties. On the day before the bandh, the 
management surrounded the dam site 
with police and its security staff in order 
to terrorise workers into working on the 
day of the strike. Union leaders Anil 
Kumar Singh, Satyanarayan Dubey and 
Upadhyaya were arrested and locked up 
in separate rooms throughout the day. In 
the evening the management served them 
with back-dated transfer orders. They were 
forced to sign their acceptance of the 
orders at gun-point in the presence of the 
DSP. the sub-divisional magistrate and the 
company’s officer. After this, they were 
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Uthamapalayam village in Madurai dis¬ 
trict was issued notice with a surcharge 
ofRs 4,958 for an arrear amount of 
Rs 4.,158.-‘ 

A.gitated over the levy of surcharges in 
contravention of the agreement, farmers’ 
orgianisations represented the problem to 
the then chief minister MGR. It is 
reiported that MGR had instructed the 
TNEB orally at that time for not pressing 
the payment of surcharges.’ Heeding the 
advice, the TNEB has not vigorously pur¬ 
sued the collection of BPSC for a long 
time However, fanners'organisations tried 
to get a government order issued on this 
so that the problem would be solved per¬ 
manently. To thqir persistent pleas, MGR 
reported to have said that the government 
order waiving the surcharges would be 
issued as a Pongal gift to farmers in 
January 1988.'’ However, he expired in 
December 1987. Then in a series of events 
following his death, the AlADMK govern¬ 
ment was dismissed in January 1988 and 
the president's rule was'imposed in the 
state. 

"With the coming of the new rule in the 
state the TNEB restarted its campaign for 
collection of BPSC. On their part, the 
farmers’ organisations also began their 
efforts for stalling the proceedings of the 
TNEB. They made several representations 
to the governor and conducted a con¬ 
ference in Dindigul in July 1988 specifical¬ 
ly on this issue. Representations were also 
made by farmers to the high-level teams 
on agricultural production which toured 
the state to understand the farmers' pro¬ 
blems. On the basis of the recommenda¬ 
tions of the team, the government has 
ordered in September 1988 to collect the 
surcharge amount in 12 instalments in¬ 
stead of in a lumpsum.' 

Not satisfied with this, the farmers’ 
organisations undertook further cam¬ 
paigns for writing off the surcharges. They 
met G K Moopanar, the president of 
"Amil Nadu Congress(I), about a dozen 
times and apprised him of the problem. 
Several meetings were held with the prime 
minister during his visits for the election 
campaign. When all these efforts failed 
some of the farmers’ organisations 
threatened to boycott the assembly poll. 
The Indian Farmers and Toilers Party 
(IFTP) led by M R Sivasamy even decided 
to show black flags to the prime minister 
in November 1988. According to the 
CP1(M)-Ied Ikmil Nadu Vivesayigal 
Sangam, more than thirty thousand elec¬ 
tric pumpsets were disconnected, resulting 
in the intensification of the already ex¬ 
isting drought situation in the'state." Writ 
petitions were filed by individual farmers 
at the initiiative of farmers’ organisations 
throughou t the state and stay orders were 
obtained against disconnection.’’ Accor¬ 
ding to offi ce bearers of Indian Farmers 


and Toilers Party (Oiellamuihu), there are 
about thousand such cases filed b\ their 
organisation covering a number of TNEB 
regions in the stale. It^is learnt that some 
of the cases filed by IFTP (Sivasamy) on 
this issue are pending in Supreme Court. 
On December 5, Balasubramaniam, the 
president of one of the splinter gioups of 
Tamil Nadu Agriculturists Association 
undertook an indefinite fast before the 
Salem distria collectorate. He demanded 
the complete writing off of the surcharges 
and repayment of the amount which has 
been already collected on this account."’ 

With the declaration of the assembly 
elections in January 1989, the political 
parties also took up the i.ssue. Almost all 
the political parties included in their elec¬ 
tion manifestos the promise of complete 
waiver of BPSC if they are voted to power. 
In fact the DMK was very critical of the 
governor's rule and Congiess(l) for not 
having done anything on this issue. Realis¬ 
ing that the ‘operation disconnection’ has 
become an important election issue which 
would affect the chances of Congrcss(I) 
in the elections, the government stopped 
it temporarily, a few weeks before the elec¬ 
tion date. 

Now that the DMK is voted to power 
in the state, one expects it to solve the pro¬ 
blem. This is an important problem in the 
state because wells are the main source of 
irrigation for about 40 per cent of the 
gross cultivated areas. Any problem with 
regard to welj irrigation would aflect 
seriously the agricultural production in 


the state. There are about twelve lakh 
pumpsets in the state which are mostly 
concentrated in the districts of Coim¬ 
batore, North Arcot, South Arcot, 
Madurai and Chingleput." The problems 
assume added significance in the context 
of the state’s unreliable canal irrigation 
due to ih^ Cauvery watei dispute and 
hence agricultural production is now 
heavily depending on well irrigation. But 
under the existing financial condition of 
the state, which is in a very bad shape, it 
will be a stupendous task for the new 
government to solve this issue as it in¬ 
volves a sizeable amount of revenue loss 
to the government 
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Toeing the G-7 Line 

BM 


In the ongoing North-South dialogue, the official Indian policy 
appears to be to opt out of the third world and, instead of 
playing a positive role in the G-77 and the non-aligned movement, 
pretend to be a medium developing country and act as honest 
broker to the G-77 and the new world economic order. 


WHITHER the ‘New World Economic 
Order’ and what will be India’s place in 
it? This question was recently posed with 
considerable perspicacity at what was call¬ 
ed the Sixth International Seminar of 
Economic Journalists in New Delhi. It 
provided a good insight into the wide- 
ranging adjustments being made currently 
in the Indian position on this ticklish 
question. What stood out starkly after the 
torrent of words, some boring and often 
repetitive, was that the developing coun¬ 
tries should just stop making big demands 
and tall claims on the developed countries 
and must learn to live within their means 
by adjusting to the realities of the world 
order in which the developed countries, 
the G-7, were strong and held all the 
strings in their hands. The seminar actual¬ 
ly turned out to be a platform for several 
Indian ministers and officials, spokesper¬ 
sons of some international financial in¬ 
stitutions, Indian big business interests 
and selected management and academic- 
experts to propagate and canvass for, 
through the managed media, acceptance 
of the world economic order as ordained 
by the G-7. 

The central premise which was postu¬ 
lated clearly and emphatically was that the 
prosperity in the Norrii was a pre¬ 
condition for economic growth in the 
South. It was thus the G-7 which should 
be expected to so manage the world 
economy that there is return to stability 
and growth, to begin with, in the North. 
It is the G-7 again with the international 
institutions run by them which should be 
depended upon to help the developing 
countries to partake of opportunities that 
may thus be opened for their growth. 

The dismay expressed at the seminar 
over imbalances and inequities between 
the developed and the developing coun¬ 
tries, naturally failed, in this context, to 
make any impression, especially so when 
sharp imbalances and gross inequities 
within societies in the South were either 
ignorKl or fatalistically accepted as given 
and about which nothing could and need 
be done. Only Manmohan, who at pre¬ 
sent is secretary-general of the South 
Commission, found it worthwhile to cau¬ 
tion against the “abject dependence' of the 


Soulh on the Noith in the name of inter¬ 
dependence. He called for a popular 
South movement lot more purposeful and 
vigorous South South co-operation for 
meeting the basic human needs of the 
people in the South, concerted effort for 
the exploitation ot natural resources and 
the building of institutions for subserv¬ 
ing the larger intetests of the people of the 
South. Hut he ruefully admitted that 
nothing tangible was being done in this 
diiection, His caution against the adop¬ 
tion ol old replicas of exploitative rela¬ 
tions could not receive much attention 
even when locus was entirely on structural 
adjustments of the South with the North. 
A vice-president of the World Bank, in¬ 
charge of Asia, was emphatic that the 
panacea for the developing countries was 
structural adjustment and the old hang¬ 
up with South-Noith divide was an out¬ 
dated concept 

There was stiong criticism of the 
unhelpful attitude of the North towards 
the needs of the South for capital, 
technology and markets. This was pro¬ 
bably consideied necessary for the record. 
The union ministers of external affairs, 
finance, planning and the governor of the 
Reserve Bank of India were not at all very 
hopeful of the prospect.S for the develop¬ 
ing countries in the nineties because the 
indebtedness of the developing countries 
had grown to unmanageable proportions 
and there was a reverse flow of capital 
from the developing to the developed 
countries. Such bemoaning was, however, 
pointless when the fate of the developing 
countries and their people was unreserved¬ 
ly linked by them to adjustments which 
will in the name of inter dependence 
subserve the claims of the developed coun¬ 
tries on the world resources, and treat the 
development needs and aspirations of the 
developing countries as secondary to the 
stability and prosperity of the developed 
couniries. The pompous talk of the 
foreign minister that India was embark¬ 
ed on a unique development model of its 
own and did not have to follow the 
western model lacked conviction as well 
as credibility. After all official policy in 
India has been geared to meet the 
demands of the G-7 for structural ad¬ 


justments of economic, social and 
political policy and management at a fast ■; 
pace. 

The role of India in the ongoing North- 
South adjustment process was outlined at 
the academic expert level by the econo¬ 
mist, A M Khusro, and in terms of Indian 
big business interests by L M Thapar of 
the Associated Chambers and Raunaq 
Singh of the Federation of Chambers of 
Commerce and Industry in India. Their 
perceptions and projections added up to 
an enthusiastic acceptance by Indian com¬ 
mercial and industrial enterprise of the 
position of junior partner and adjunct to 
the foreign multinational business in India 
and the global market. The enlarged role 
of multinationals in the new world order 
which is being put in place by the G-7 
received special applause with Prakash 
Tandon, who has served multinationals as 
well as India’s public sector enterprises, 
acting as the cheer leader. 

The elaboration of the Indian official 
policy and negotiating position on the new 
world order was most remarkable in this 
context. This was done by an experienc¬ 
ed diplomat, special secretary in the ex¬ 
ternal affairs ministry, M Dubey, who has 
actually to conduct hard negotiations. 
Dubey was blunt in .stating that the world 
economic order has been moving in a 
direction opposite to the demands and 
aspirations of the developing countries. 

The developed countries, he averred, were 
trying to bend the rules of the game in in¬ 
ternational economic exchanges in their 
favour through the Uruguay Round of 
GATT. But, he argued, that in the prevail¬ 
ing conditions and co-relation of forces 
the developing countries had no option 
but to push to the back their original con¬ 
cept of a new international economic 
order and revise their negotiating position 
in the North-South dialogue. 

He was also clear that the developed 
countries were trying to de.stroy the 
solidarity of the developing countries. 
But, he argued, nothing could be done 
about it. In the new rules of the game, a 
comprehensive North-South dialogue as 
between the G-77 and the G-7 is unlikely 
to be resumed and, therefore, India has 
few options open. It should actually opt 
to join small groupings of what he called 
medium-level developing countries to 
negotiate With the developed countries 
and safeguard its special interests in con¬ 
trast to the interests and aspirations of the 
G-77 as a whole; The policy prescriptions 
put forward by Dubey were thus clear. He 
saw no way for India in any North-South 
dialogue except to distance itself from the 
G-77, pretend to be a medium-level 
developing country and seek crumbs from 
the North. In his so-called realistic and 


Political Weekly February 18, 1989 



diplomatic view of the world economic 
order, there isi no use making demands on 
the developed countries. Bargaining with 
the North in the prevailing conditions has 
to be on the basis of giving something to 
the stronger side first and then asking for 
a return gift, presumably not so much as 
a right but as more of a charily. In the 
frame of such a negotiating position, 
inter-dependence cannot but be a euphe¬ 
mism for abject dependence. It also means 
that India is opting out of the third world 
and instead of playing a positive role in 
the G-77 and the non-aligned movement, 
India will be flaunting the banner of a 
medium developing country and in that 
capacity will be ready and willing to act 
as a honest broker in the world economic 
order ordained by the G-7 and multina¬ 
tional corporations. 

It cannot, therefore, be fortuitous that 
India is playing an ambivalent role in the 
Uruguay Round of CiATT. Ifis willing to 
adjust to the demands of the developed 
countries on the question of intellectual 
property rights and trade in services. The 
hard-won principle of non-reciprocity in 
economic exchanges between the develop¬ 
ing and developed countries is being 
relegated to the background even as the 
developed countries are imposing trade 
sanctions, introducing stiff conditionality 
clauses on technology and capital flows 
and raising protectionist barriers against 
the developing countries. Ihe newly- 
discovered l^ascination for liberalisation in 
the domestic economy and the strident 
support for multilateralism in foreign 
rrade is indeed ominous in the context of 
the drift towards a debt trap, internal and 
external, and accelerated pace of struc¬ 
tural adjustment process at work in India. 

The siren call for moderation and 
realism in the North-South dialogue and 
structural adjustment is, of com sc, a 
familiar gambit and the developing coun¬ 
tries, among them India in particular, have 
been forced to give way, step by step, 
before the growing pressure of the deve¬ 
loped countries on the developing coun¬ 
tries .since the mid-seventies. The ironic 
part of the grand design of the Gi7 has 
been that, to begin with recycling of 
petrodollars was skilfully, indeed devi¬ 
lishly, used to ensnare by the early eighties 
many developing countries into the debt 
trap. India escaped this fate by what is 
called a ‘prudent’ policy of avoiding ex¬ 
cessive foreign borrowing, especially on 
commercial terms and a fiscal policy for 
mobilisation of domestic resources for the 
development of Ihe economy. It is, how¬ 
ever, again ironic that in the ca.se of India, 
the G-7 and its financial institutions, 
resorting both to cajolary and arm 
twisting, have managed in the eighties, 
especially in the second half, to persuade 


India to go for large-scale foreign borrow¬ 
ing, including on commercial terms, in¬ 
creasing dependence on foreign financial 
collaboration and direct foreign invest¬ 
ment to finance the new market-oriented 
policy of economic liberalisation, in¬ 
cluding import liberalisation, and privati¬ 
sation of the development process. 

In addition to the pressure of the 
developed countries, stepping up their 
search for profitable markets for their ex¬ 
port surpluses and investment, a thin up¬ 
per crust in Indian society, chaffing 
against austerity and hankering for the 
satisfaction of their vulgai coiisutnerist 
demand has, of course, played a big part 
in bringing about shifts in economic and 
social policies to bring them in line with 
the designs and aims of the deselopcd 
countries and their multinationals. The 
lacile notion of India cmeiging as a 


JAYAPURAM IS a dead village now. With 

out of the 90 houses burnt dossn and 
three persons including an aged woman 
killed, the village presents a ghastly sight. 
The disturbances in Jayapuram followed 
in the wake of the large-scale violence that 
rocked lout coastal districts ot Andhra 
Pradesh after the gruesome murder of 
Coiigress(l) Ml.A Vangaveeti Mohana 
Kanga Rao on December 26, 1988. The 
once lively village is about ten kilometres 
Irom Avanigadda in the Divi.seema area 
ol Krishna district. With a total popula- 
lion of 2,000, including 400 scheduled 
castes, It has about 1,5(X) Kammas. The 
remaining are Brahmins and lour 
households arc of ChakaHs (Dhobis). The 
village falls within Kodur Mandalam, and 
It is a reserved panchayat. 

In the absence of other castes, 
Jayapuram appears more like a settlement. 
The lirst migration to the area had began 
111 1919, when some Kamma families from 
Tenali and Repalle talukas of Guntur 
district moved into the present Jayapuram 
111 search of livelihood. The land was plen¬ 
ty and there was no problem of irrigation 
because of the Krishna river which flowed 
uninterruptedly. As the settlers came from 
the pea.sant stock, they took to agriculture 
naturally in a big way. 

The present Kamma population (with 
7(X) voters) owns about 1,000 acres of fer¬ 
tile land in Jayapuram and surrounding 


medium level developing country, not¬ 
withstanding mass poverty and a level of 
industrialisation resting on a narrow socdal 
base which has not brought any change 
in the occupation pattern of the popula¬ 
tion. has been cynically encouraged. This 
has been used as a ploy to induce struc¬ 
tural adjustments in India not only in 
economic but also political and strategic 
positions in relation, in particular, to the 
developed countries. No wonder then, 
that the Indian official position on North- 
South dialogues has also been adjusted 
accordingly Far fiom being involvfd in 
the strivings of and acting in solidarity 
with G-77 and the non-aligned movement, 
India IS now ready to work through ‘small 
groupings’ or directly for accommodation 
within the framework of a world order as 
oidained by the wider economic, political 
and strategic interests ot the G-7 


areas. While the Kariimas live in the 
mainstieairi village, the Harijaiis as it hap¬ 
pens elsewhere in rural Andhra, live in the 
nearby waalapalli (Harijanwada), Theie 
are no other castes m the village which is 
something peculiar. The village draws its 
drinking water from the nearby pond 
which, interestingly, is fenced off. A good 
niotoiablc road connects the village to 
Avanigadda, the nearest town. The village 
has a Board school (up to the 5th class), 
a veterinary hospital (built 10 yeais ago) 
and a milk collection ceiitic itin by the 
Stale Milk Developitient Corporation. 
There are about 2(X) buffaloes besides 
other animals. Paddy is the mam crop 
grown in two seasons. The market value 
per acre is about Rs 80,000. About 1,500 
acres of land is probably under the con¬ 
trol of the Jayapuram Kammas. Mo.st of 
the young men of the village are either 
studying or working outside Jayapuram, 
while some work in the fields. There are 
many pucca houses in the village, though 
‘modern’ construction has not penetrated 
into the area. Though most houses were 
burnt down, the remaining houses are 
stacked with paddy. One saw small trac¬ 
tors around and many in the village 
especially the younger generation are well- 
educated. While the older generation wear 
the traditional pancha (dhoti) and shirt 
made of cotton, the younger generation 
is in terylene and terycot clothing. 


Mayhem at Jayapuram 

!VI Shutru^na 


On January 14 following the murder of the Congrcss(l) Ml.A in 
Vijayawada, a small Kamma-dominated village in the Krishna 
district was all but razed to the ground. Who wete the atiaekers 
and what role did the police play? 
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Gogincni Sundaramaiah, nearing'fiO, is 
one of the oldest in the village, his grand¬ 
father having migrated to Jayapuram in 
the 1920s. A prosperous farmer, Sunda¬ 
ramaiah with a large family had a large 
house with six rooms, all pucch construc¬ 
tion with tiled roof. On January 14, when 
we visited the place it was only a heap of 
rubble. With the roof pulled down and 
wails charred and everything in the house 
burnt down, the ‘house* presented a ghast¬ 
ly sight. The symbol of sickle painted in 
red on the semi-white wall at the entrance 
appeared to be the only hope left. 

What happened here on December 26? 
Vangaveeti Mohana Ranga Rao (Ranga) 
was murdered in the early hours of that 
day and the news reached the village by 
late morning. Ranga was not that well 
known in the village as he “belonged to 
Vijayawada”. He had addressed some 
meetings sponsored by the Congress(l) 
and chaired by M V Krishna Rao (a pro¬ 
minent Congres.s(I) leader of Avanigadda) 
in the 1985 assembly elections, but he was 
not considered ‘political’. Though the 
villagers came to know of the violence in 
Vijayawada after the murder of Ranga, 
they did not suspect that something 
dangerous would happen to them as the 
village had a Kamma majority and was 
far away from Vijayawada. They did not 
apprehend danger from outside as they 
were away from ‘politics’. In fact, they had 
gone to work in the fields in a routine 
manner that fateful day also. But by 4’0 
elock in the evening, the village was in¬ 
vaded *>y about 500 people in five hijack¬ 
ed RTC buses and two lorries full of 
stones. 

The convoy was escorted by a jeep. The 
invaders were drawn from the adjoining 
villages like Kottapadu, Viswanathapalli, 
Machavaram, Kothapet, Avanigadda, 
Aswaraopalem and Mandapaka. Initially 
all the vehicles stopped at the bridge (con¬ 
necting the village with the Avanigadda- 
Kodur main road) and a few proceeded 
towards the ‘centre’ of the village where 
about 60 people had gathered as the word 
went round that the village was under at¬ 
tack. Judging the strength of numbers 
there, the attackers retreated and brought 
about 150 people to the ‘centre’. First one 
Jasti Radhakrishna was manhandled and 
fled for his life. Next Gogineni Ranga Rao 
and four others were attacked. When 
more people fiotn the village gathered to 
offer resistance the attackers retreated 
only to return armed with stones. There 
was free exchange of stones between the 
two groups. Then the villagers, realising 
the futility of resistance, ran away from 
the scene The other invaders sitting in the 
buses then got down. First they caught 
hold of Gogineni Dasaratharamaiah and 


set him on fire using petrol. Then they 
caught hold of Kanganti Venkataratnam 
and hacked him to death. With the 
resistance of the villagers collapsing, the 
invaders moved swiftly. They proceeded 
towards the house of Sundaramaiah. 
When the nine inmates of the house in¬ 
cluding four men, three women and two 
children ran inside the house for safety, 
the attackers bolted the doors and set the 
house on fire. It was a large house, with 
many wooden doors. In the confusion one 
door was left unbolted. As the arsonists 
moved to the next hou.se, Sundaramaiah 
and others managed to escape through the 
Unbolted door. Shouting slogans 'Ranga 
VardhUlali (Long live Ranga), the at¬ 
tackers next threw Gogineni Krishnamma 
and he three-year-old .son in.side her 
house and set it on fire. The pleadings of 
Krishnamma that her son at least should 
be spared went unheeded. But by a stroke 
of luck, Krishnamma and her child 
escaped from the back of the house as the 
tin wall had collapsed. The burning spree 
went on unhindered. In the melee two 
women Janati Koteswaramma (a Kamma) 
and a Brahmin woman were also attacked. 
When the attackers set fire to a thatched 
roofed house, an old sick woman 
Suryadevara Basavamma unable to get up 
from her cot, was burnt to death. The re¬ 
mains were discovered only on the third 
day, on December 28. This mayhem con¬ 
tinued lor lull three hours, from 4 to 7 
pm. While most men tried to resist the at¬ 
tack, women and children were advised to 
seek shelter in the fields. Around 7 pm the 
attackers had left the scene of carnage 
triumphantly. 

Rotr oi Pot ic h 

The police (three constables led by one 
SI) arrived on the scene only at 11.30 pm 
that day, though frantic calls were made 
for help several hours earlier. The SI in¬ 
structed two constables to stay in the 
village, and left the scene in Ms jeep. But 
by 1.30 am even those two constables had 
disappeared. Again on the morning of the 
twenty-seventh the SI put in a brief ap¬ 
pearance and left abruptly. The police did 
not book any cases. That day those who 
had sought shelter in the neighbouring 
Lingareddygudem returned to Jayapuram. 
According to the eye witnesses, the at¬ 
tackers were in the age group of 15-22 
years and most of them were Kapus. In 
addition to the Kapus, one could identify 
few gollas (Gowdas) also. It appears the 
attackers were no strangers to Jayapuram 
and the villagers were prepared to identify 
at least 50. Enquiries showed more in¬ 
teresting details. It seems naukars (farm 
servants) were not that keen on working 
in the Helds belongins to the Jayapuram 


Kammas for the last four or five years, 

, It was also found that the landholdings 
of five to six families varied between 25 ' 
and 30 acres and tip to 10 acres in about j 
10 families. The rest of the holding were : 
small—-two to five acres. Money lending J 
appears to be fairly common in the village. 
The loanees were by and large upcoming 
Kapus (also engaged in agriculture) 
belonging to the neighbouring villages. As 
one can recall, there is no history of caste 
clashes in the area. Apart from burning 
down houses and godta chavidis (animal 
stables), cash and jewellery was also • 
looted. The financial loss in the village ap¬ 
pears to be in the range of Rs 2-3 crore. 

The targeting of Jayapuram (Kamma- 
domiiiated village) by attackers belonging 
to the Kapu community of the neighbour¬ 
ing villages clearly shows that the attack 
had caste overtones. It appears the Kapus 
believed that Ranga was ‘their’ man and 
the Kammas belonged to the NTR caste. 
Hence the ‘reprisals’. Secondly, the grow¬ 
ing prosperity of Jayapuram with its 
somewhat insulated existence from the 
neighbouring villages may also have been 
a reason for the attack from the less pros- ■ 
perous castes. This is not to suggest that 
there were no prosperous Nayudus (Kapus) 
among the attackers. Thirdly, one gets the 
impression that Jayapuram is not a village 
in the traditional Indian social sense, but 
is more like a settlement. For instance, the 
absence of other-castes in the settlement 
gives the feeling that at some level there 
was a deliberate attempt to keep away ' 
other castes from being part of the village 
As usual, the maalapalli is totally delinked 
from the mainstream village. 

The attack also shows that even when i 
a particular caste is in the majority in a i 
village, placed in an environment of less i 
prosperous castes its safety cannot be 
guaranteed. In other words, casteism ap¬ 
pears to have penetrated deep into tte 
village setting. Caste amity that existed-^ 
decades no longer exists. Though th^ 
have been class conflicts (say between 
Harijans and upper castes) caste clashes 
of the type that one comes across in 
Jayapuram and other villages is a new 
trend in the rural social setting. In the 
Jayapuram case, many factors (politics of . 
the two major political parties in the states 
caste and to some extent ‘class’) seem to ; 
have coalesced into monstrous propor¬ 
tions and left a trail of destruction in the 
once ‘peaceful’ village. 

[The material for the above report was gathered ; 
when a team sponsored by the Forum for i; 
Democratic Rights Hyderabad visited Jayapiuam , 
and other affected areas on January 13-14. This 
reporter was a member of the team. AssifUUMe ';f 
of a number of people, especially K lUah, 
Amareshwar Rao is acknowledged. All the fat*. !;; 
terpretations and conclusions are our own.] . 


lud Ftoiitical 9lteefcly Pdmuuy 18, 1969 




-? 

'•ik 



Sri Lankan Presidential tlection 
An Analysis 

Vasantha Ameratiinghe 


The presidential election of 1988 was not just an cscrcisc in 
electoral politics. An in-depth analysis of the events which 
preceded the election and what followed produces the inevitable 
conclusion that Premadasa in his own way has been as masterly 
and devious a strategist as Jayewardene was supposed to be. 


PRIME minister Ranasinghc Premadasa’s 
recent victory over Sirimavo Bandaranaike, 
candidate for the DPA (Democratic People's 
Alliance), in the Sri I Jtnkan presidential elec¬ 
tion on December 19, may not have come 
as any great surprise to international 
observers. Nor does it seem to have brought 
about anything more than a qu'ei academic 
response from those commentators and 
analysts whose writings were the first visible 
reactions to the results. Observers more 
intimately connected with the Sri Lankan 
political process may view the event some¬ 
what differently. But, as in the case of the 
Sri Lankan Referendum of 1982. which has 
been called ‘a watershed' in the country’s 
electoral history, perceptive and critical 
analysis will no doubt ’.ic slower and more 
cautious in appearing 

What IS more iniporiani in the present 
context, is that the result of this election will 
have a significant bearing on the parliamen¬ 
tary election in February 1989. A quick 
assessment of this result may at least help 
to put into circulation a very different inter¬ 
pretation Irom much of what has appeared 
in print so far. It will also give expression 
to feelings and views that can be heard m 
most parts of the country. 

The most striking thing about the presi¬ 
dential election was the paper-thin majority 
of 0.43 per cent which saved the victor from 
a count of the preferential votes. Though this 
may not have changed the final outcome, it 
would have highlighted dramatically the 
arithmetic of the result. Even as it stands 
today Premada.sa won by the support of only 
27.4 per cent of the 93,75.742 registered 
voters, to put it bluntly, 25,69,199 cast their 
votes for UNP (United National Party) 
candidate Premadasa. while 22,52,587 or 
more voted against him, and for the SLFP 
(Sri Lanka Freedom Pariy)-led DPA and the 
left-wing coalition the USA (United Socialist 
Alliance). The margin between the votes for 
and against Premadasa was only 43,612; 
91,445 votes were spoilt; 41,89,519 cho.se not 
to vote at all or, more pointedly, were 
prevented from doing so. 

, The crux of the presidential election lies 
r in this last statement. Sn Lanka has an un¬ 
varying record of high voter turnout. The 
last three nationwide elections involving all 
i the major parties, in 1970, 1977 and 1982, 
' saw a turnout of 65.2 per cent, 86.7 per cent 


and 81.1 per cent respectively This ttmconly 
55 32 per cent soled The reasons lor the pre¬ 
sent low turnout were the conditions ol 
extreme political and social turbulence that 
engulfed the countiv in the months preced¬ 
ing the presidential election This particiilai 
chapter of political violence began with the 
killing of a student leader, Daya Patirana, 
in December 1986. It attained new levels 
after the signing of the Indo-Sri Lanka 
Agreement in July 1987 (popularly referred 
to as the (Peace Accord') and reached a 
crescendo in the weeks before the election 
It moved from rampaging university students 
and school children, to innumerable assassi¬ 
nations of polit'Ciaiis, great and small, and 
hundreds of innocciiUs, and widespread con¬ 
ditions ol violence and tenor. Official 
statistics of political killings and robberies 
of firearms (other than in the north and cast) 
indicate the spread of terrorism in most parts 
ol the island (sec Table 1). 

The unrest reached such proportions that 
the very ‘ability of the country to survive' 
was questioned There was widespread 
breakdown of transport, power, fuel and 
food supplies, postal and telecommunica¬ 
tions, in many parts of the country. Schools, 
universities, factories and workplaces were 
closed down. Public life and civil order was 
disrupted more extensively and for a longer 
period than at any time in living memory. 
Large numbers of professionals and nervous 
sections of the upper and middle classes left 
the country ‘on holiday’ At the onset of the 
main tourist season, tourists were officially 
asked to leave. Incoming tours were 
cancelled.' 

This unprecedented wave of violence 
created by subversives and called ‘southern 
terrorism' (as opposed to ‘northern ter¬ 
rorism’ which had been going on for many 
years in the Sinhala-lhmil ethnic conflict in 
the north and east), was generally believed 
to have been caused by the extremist 
organisation, the JVP (Janatha Vimukthi 
Peramuna or People's Liberation Front) and 
by a more mysterious group known as the 
DJV (Deshapremi Janatha Viyaparaya or 
Patriotic People’s Front). The JVP had 
spearheaded the youth insurrection of 1971. 
■There is clear evidence that the JVP and the 
possibly JVP-sponsored DJV, as well as 
another JVP connected body, the lUSF 
(Inter-'iniversity Students Federation), were 


responsible for the deathsquad activities, 
arms raids, bank robberies, .unofficial 
curfews and shutdowns and other jxilitical 
manifestations in the early stages of.the 
increasing volume of political violence. 

There is also a widely held and plausible 
view that the SLFP, or elements of its 
grassroots supporters, playetf some part in 
this scenario, giving it tacit approval and 
even active support. Statetnents by SLFP 
politicos such as opposition leader Anura 
Bandaranaike, -openly encouraged and 
acknowledged links and connections with 
the JVP, 

Later on there also appeared on the 
‘southern scene' other armed organisations 
like the government’s Special Thsk Force 
(STF), the ‘Cireen Tigers’, a euphemism for 
UNP goon squads, and, in the middle of the 
election campaign, a mysterious organisa 
non, the People’s Revolutionary Red Army 
(PRRA). The complexities of the situation 
can be seen in the following extract from an 
interview given by president Jayewardene to 
Edward Gorman of the London Times, 
reproduced in the Sunday Times of 
December 18. 

Q’ Whai IS happening in places like 
Maiara, a town I visited a few days ago, 
where there are bodies lying on the road every 
morning and people are killing on all sides? 
There arc these various groups, like the 
People’s Revolutionary Red Army Who do 
vou think these new groups are, like the 
PRRA' 

A: Well, we have been arming a large 
number of people for securhy purposes to 
protect the members of parliament, members 
of oui party, members of the so-called USA. 
So weapons are available. They are being 
used for proleclion- 

Q: Arc there any connections between the 
government and the PRRA’’ 

A: There may be some people. I don’t 
know. 

Q; So you think iher could be some con- 
neclion between the government and the 
PRRA? 

A; Not a connection. But there may be 
members who are supporting the government 
who are in these groups. 

The crescendo of political violence 
experienced after president Jayewardene’s 
announcement in September of Premadasa's 
selection as his successor to contest the post 
of president, seemed a natural heightening 
of the prenomination pattern of events. With 
hindsight, it is now being questioned 
whether there was a logical development 
between the earlier and later scenarios or 
whether the acute post-nomination crisis was 
caused by the entry of entirely new factors. 

The observations that trigger off this 
questioning were that the low poll in areas 
affected by the violence was especially 
damaging to the opposition candidate 
Bandaranaike, while the public violence 
itself came to a sudden and abrupt halt 
with the announcement of the result and 
Premadasa’s victory. 

Analysts have failed, however, to stress 
several other important indications that 
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would require us to restate that remark to 
read “the clear benefactor of the violence 
was the narrowly winning victor in the 
presidential election". It was the columnist 
Kautilya who came closest to implying this 
when he wrote, “50.4 per cent is what prin)p 
minister Premadasa got, with his rival, the 
DPA's Bandaranaike almost 45 per cent... a 
political party (the DPA/SLFP) which 
waded into the contest un-grmed when 
almost everybody else was toting automatic 
weapons, polled 2.8 million" (Island, 
December 25). While many had doubted 
whether the election could be held at all, 
large sections of the public had anticipated 
a very different result 

By November there were many indications 
that a highly eleetpral conscious society 
which in previous decades had consistently 
voted against an incumbent government, was 
about to do so again. The massive crowds 
that milled to hear Bandaranaike were not 
the only signs. More telling is the fact that 
36 ministers and government MPs, are said 
to have left the country (according to the 
Sunday Times, December II, 1988) at the 
height of a countrywide election, along with 
an unknown number of highly-placed poli¬ 
tically appointed officials, clearly anti¬ 
cipating an electoral defeat. 

One of the last bills to be debated in 
parliament was the controversial Indemnity 
(Amendment) Bill, in early December This 
indemnified ministers, officials and security 
forces again.st legal action or punishment for 
"any act... legal or otherwise, done or pur¬ 
ported to be done with a view to restoring 
law and order" during the period of office 
of the Jayewardene government. The bill 
could only muster 56 government MPs in its 
support, a record low poll, in a parliament 
in which the government whip was heavily 
wielded. This was probably due to-a reluc¬ 
tance on the part of many MPs to be 

Table 1: Political and Other Murders, and 
Robberies of Firearms Outside 
North and East 

(December 20. 1987 to December 14, 1988) 


Period 

Ending 

Political 

Murders 

Other 

Murders 

Robberies 

of 

Firearms 

15-1-88 

10 

25 

34 

28-2-88 

8 

31 

17 

18-3-88 

10 

41 

16 

15-4-88 

6 

44 

13 

14-5-88 

20 

18 

19 

14-6-88 

43 

23 

87 

14-7-88 

24 

65 

40 

15-8-88 

23 

88 

158 

15-9-88 

51 

99 

163 

14-10-88 

75 

132 

166 

14-11-88 

112 

212 

673 

14-12-88 

82 

323 

115 


Presented in parhameni during debates on 
extension of the emergency. 


associated with the bill, and the absence of 
a large number who had gone abroad 

Elections and After 

The lack of the usual outburst of celebra¬ 
tion and widespread attacks on the defeated 
by the victors, has been explained by the fact 
that the mass of SLFP voters, who had been 
confident of victory, and had prepared 
themselves for an orgy of post-election 
violence, were stopped in their tracks by the 
sharp reversal of expectations Others have 
suggested that lukewarm UNP voters had no 
cause for wreaking revenge on opponents 
who had been repeatedly defeat^ in one 
way or another since the massive UNP vic¬ 
tory of 1977. ^ 

U has also been said that this unusual post- 
election lull was due to the unexpectedness 
of the victory, UNPers who had b^n steeling 
themselves for the aftermath of defeat were 
unprepared for victory Even so, such a vic¬ 
tory would only be celebrated by 2.6 million 
voters out of a total 9.4 million. The 
numbers on either side were so close that 
there was a balance of power between victor 
and vanquished, unknown in previous elec¬ 
tions. Another explanation is that the UNP 
was anxious not to upset an electorate, 50 
per cent of which had refrained or had been 
prevented from expressing their views and 
which would be gging to the polls again in 
a matter of weeks. Unlike the presidential 
election, the parliamentary elections are 
based on proportional representation and 
require more than a simple majority to 
ensure UNP dominance. 

The cessation of widespread violence and 
tension, and the disappearance of the 
‘subversive-imposed'curfews’, shutdowns and 
death-threat letters, and even the nightly 
official curfews, so abruptly after the 
announcement of Premadasa's viaory, have 
indeed caused much speculation. The expla¬ 
nations that can be offered include the 
possibility of the violence being SLFP- 
engineered and therefore, ceasing with their 
defeat. Or perhaps the spontaneous release 
of frustrations caused by a lack ef elections 
and the presence of the aging Jayewardene, 
gave way to a change of heart or of tactics 
by the JVP, having achieved some of its 
objectives with the dissolution of parliament 
and the election of a man who said he would 
abrogate the Indo-Lanka Peace Accord. 

Each of these explanations is flawed. The 
SLFP is scarcely likely to have blocked roads 
and threatened voters, especially in areas 
where its traditional strength lay. If people 
were frustrated by the lack of elections, tne 
natural response would have been to bring 
about a massive electoral defeat of the 
government by voting as they did in 1756, 


1970 or 1977, not by obstructing the holding 
of the polls. 

The JVP's hypothetical change of heart, 
suggests an identity of objectives between 
them and Premadasa, who himself pointed 
to this when he asserted that he and they had 
the same goals but different paths to attain 
them. One theory is that the DJV was con¬ 
sciously promoting his victory, as they felt 
he would be unpopulai and therefore a less 
formidable opponent in the long run than 
Bandaranaike. The validity of this can only 
be tested in time. Another explanation has 
been that the security operation was success¬ 
ful. This is the least plausible as no parti¬ 
cular change or intensification of security 
was seen aftei the election. In fact, the 
opposite took place. 

Alternatively, if the security operation had 
been successful some time b^ore polling 
day, with the detention or elimination of 
large numbers of subversive elements and 
youth, it is strange that the results of that 
security success did not affect the general 
situation up to and including the day of the 
poll. 

The final and the most popular idea is 
that the cessation of widespread disruption 
and violence coincided with the achievement 
of its objective; the election of Premadasa 
as president. 

However, there have been a large number 
of post-election killings in certain parts of 
the country though they do not seem to have 
taken the usual form of mob attacks or riots. 
Informed security Sources reported that ‘%t 
least 260 people were killed in five days of 
post-election violence", 156 in the four days 
before the poll, and 46 on polling day. M 
bodies were discovered on December 20, the 
day on which the result was announced 
(Sunday Times, January 1, 1989). A sub¬ 
sequent report said that 417 killings had been 
recorded in the 13 days after the election, up 
to January 2 (Sunday Times, January 15, 
1989). This is more than the total number 
of political murders recorded for the seven 
months ending December 14, i e, shortly 
before polling day. A summary of poUticid 
killings during this time is given in Ihble 2. 

The argument that this post-election 
violence was a continuation of ‘subversive^ 
activity, now directed at punishing voters 
instead of obstructing them, has not been 
reported in the press or in any security com¬ 
muniques. The fact that these deaths have 
had no general or official publicity, the 
revoking of the emergency on January 13 by 
the new president, and the release of 1,300 
‘subversive' detainees, would indicate that in 
the government’s view subversive activity had 
ceased to be a problem in the post-election 
period. 

The most sinister aspect of the early days 
of the parliamentary election campaign is 
that in the apparently peaceful atmosphere 
that prevails throughout the country, such 
a large number of killings are ‘silently*- 
taking place. A spate of attacks has been 
directed at the SLFP in the first two weelm 
of January. At least two candidates for the 
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Prs-poU Months 

Immediate 

Pre-poll 

Poll D^ 

Day of Result 

Post-poll 

(15-3—14-12) 

(15-12—18-12) 

(19-12) 

(20-12) 

(21-12—M) 

410 

156 

46 

94 

323 
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Kalutara district have been killed, one of 
them the assistant secretary of the party and 
chief organiser tor the district. In similar 
attacks in at least four other districts, SLFP 
candidates and district organisers have been 
killed or injured, as well as a number of 
party workers and supporters. 

Evidence of the UNP's manipulation of 
the electoral process is now beginning to 
come in in more substantial ways. The elec¬ 
tion petition filed by Bandaranaike lists in 
great detail and variety a series of electoral 
and criminal offences that massively affected 
the eleaion result in favour of her opponent. 
Statistics show that Premadasa scored sub¬ 
stantial leads in areas where ethnic and 
religious minoritie.s, traditionally supporting 
the UNP, were able to poll heavily in condi¬ 
tions unaffected by terrorist violence. Areas 
in which Bandaranaike could have and did 
achieve a significant swing in her favour, 
were seriously impec^d in voting, resulting 
in a low garner of votes for her, making 
heavy inroads on her total tally ot votes. 

The obvious question that arises from 
these figures is, was any role, and if so what, 
played by Premadasa and the UNP in 
actually creating the condttiuns which 
culminated in his victory? 

There is no doubt that the UNP had a 
vastly superior organisation. It was also able 
to use state machinery in various ways to 
promote its campaign. Advertisements in the 
press, on radio and street hoardings, and 
illuminated signs, all paid for from public 
funds, proclaimed the work and achieve¬ 
ments of the government. Vehicles of 
ministries and departments were freely used 
for election work. Government employees 
wh 9 owed their jobs to direct political con¬ 
nections were pressed info serving the party 
campaign. Bandaranaike’s election petition 
and letters sent by her to the president and 
the inspector-general of police during the 
campaign, refer to attacks,' killings and 
arrest's ot a number of key figures in the 
opposition's electoral machine, sudh a.s party 
organisers and polling agents. The timing or 
sudden imposition of curfews, official'and 
unofficial, frequently interfered with opposi¬ 
tion rallies and organisational meetings 
(several of which came under attacks by 
bombs and gunmen). The breakdown in fuel 
supply, power, communication and other 
public amenities affected the opposition’s 
mobility and organisation far more titan that 
of the governing party, which could com¬ 
mandeer and manipulate state resources. 

It is rumoured that the UNP had a fund 
of R$ 300 million to be used for the two elec¬ 
tion campaigns, in addition to access to state 
resources. Funds of such magnitude would 
never have been available to the opposition. 
Credit for the UNP’s opposition command 
of resources is not only due to its position 
as a governing pany but also its superior 
management and mastery of electoral know¬ 
how. However, some part of this money must 
have come from the business interests 
boosted by the UNP’s economic policies and 
arms trade. Funds, would also have been 


forthcoming from its connections with the 
underworld of casinos and gambling, 
encouraged by the regime. Much more 
sinister than these organisational advantages 
is the possibility that the UNP or at least 
some sections of it were connected with or 
principally responsible for the campaign of 
terrorist violence and the destabilisation of 
public life. 1'here is no question that the 
political killings which were the mam feature 
of the terror campaign from the time of the 
‘Peace Accord’ of July 1987, claimed UNP 
activists as much as members of the tradi¬ 
tional left-wing parties, now grouped under 
the USA (United Socialist Alliance; several 
of whose members were also kilted or 
injured in attacks on rallies held in support 
of their candidate for the presidential elec¬ 
tion, Oswin Abeygunasekera). This naturally 
led to the belief that the campaign was 
carried out by the JVP and the DJV, with 
perhaps grassroots support fromthe SLFP. 

There is little doubt that some part of this 
campaign was directly or indirectly sup¬ 
ported by public discontent and frustration 
with a party that had been in power of II 
years. But the levels of violence and dis¬ 
ruption which' the campaign reached in 
November and December gave ii a different 
character. At a certain point it became clear 
that large sections of demonstrators, strtkers, 
etc, were forced and intimidated into parti¬ 
cipating against their will in the campaign 
by highly-organised and shadowy elements. 


The disruption of public amenities and 
social life caused widespread and acute hard¬ 
ship to many sections of the population. At 
this stage it seemed unlikely that any 
electorally-oriented political party could be 
encouraging or welcoming such a process 
The SLFP was clearly disturbed by the turn 
of events and expressed its readihess to join 
a national caretaker government under presi¬ 
dent Jayewardene, and was clearly in sup¬ 
port of any attempt to bring about a 
peaceful environment in which the presiden¬ 
tial election could take place. The violence, 
if it had helped them at an early stage in 
giving expression to anti-government feeling 
and embarrassing the administration, now 
became a serious threat to what they saw as 
a clear prospect of electoral victory. No 
doubt they were aUo afraid that the govern¬ 
ment would make use of the deteriorating 
security sttuation to postpone or cancel the 
election or establish .some form of martial 
law regime. 

The Jayewardene administration itself, as 
well as all sections of society, was so pro¬ 
foundly shaken by the situation that aptive 
steps were taken by many leading petsona- 
lities to persuade the administration to take 
firm action and to dissolve parliament, form 
a national caretaker government and ex¬ 
pedite the general election. Jayewardene 
himself seemed ready to go ahead with this. 

It was clear that premier Premadasa alone 
was resolutely opposed to the.se steps. He 
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went out'of his way to explicitly contradict 
the view that the JVP was responsible for 
the crisis, saying so publicly on many occa¬ 
sions, from the time that his nomination was 
announced (for example in Hong Kong in 
September 1988: "As far as the violence antf 
the crimes that are now prevailing in certain 
areas of Sri Larika are concerned, 1 cannot 
pronounce the JVP guilty” (Daily News, 
September 28). 

He went as far as to force the secretary 
to the president, W M P Menikdiwela, to 
retract and apologise for an official com¬ 
munique he had issued. The statement of 
November 16 had announced that "The 
prime minister... added that the dissolution 
Of parliament cat] be considered if the 
leadership of the JVP will stop violence, 
enter the mainstream of politics and consent 
to serve in the interim administration;’ IWo 
days later, Menikdiwela “corrected an error” 
in the statement, announcing that “the 
prime minister had not said Shat the dis¬ 
solution could be considered if the JVP 
leadership would stop violence'’, and “that 
at no time in the discussion had the prime 
minister attributed violence to th< JVP”. 

It also appeared at this time that feelings 
were nsutual, if we are to go by widely- 
distributed publications and statements sup¬ 
posed to have been issued by the JVP. In 
these the JVP and the DJV virulently 
attacked the president and selected ministers, 
as well as, for sometime after the nomina¬ 
tion, SLFP leader Bandaranaike There was, 
however, a conspicuous absence of any 
criticism of Premadasa. The Sunday Times 
published (on November 6 and 13) a transla¬ 
tion of a lengthy communication purported 
to have been sent by JVP leader Rohana 
Wijeweera, In response to questions addres¬ 
sed to him in their sister paper the 
Lankadipa. Among a number of very long 
answers the briefest is the response to a 
question about the prime minister: 

0: Prime minister R Premadasa does not- 
speak against the JVP. He publicly states that 
the JVP should not be held responsible for 
the acts of violence in the country. What is 
your idea of his actions? 

A: Whoever they may be, we judge people 
by the things they do and not on what they 
say. 

AH this led to serious speculations about 
the nature of the relationship between 
Premadasa and Wijeweera. Was there a 
secret understanding or connection between 
a Premadasa group and the JVP, or, even 
more sinister, had a secret UNP organisa¬ 
tion overtaken and engulfed the initial 
subversive activity of the JVP and brought 
the violence and destabilisation to the levels 
that it had reached? 

Those who suggest sinister connections 
between the UNP and terrorist elements 
point to another unusual phenomenon, that 
several suspects, connected with assas^na- 
tions of three important personalities, Vijaya 
Kumaranatunga (leader of the SLMP which 
supported the Pe^ Accord), Ibrenoc Perera 
(h^ of the counter-subversive division of 


the police), and Harsha Abey wardena (UNP 
chairman and general secretary), were either 
killed in custody or escaped during a series 
of jail-breaks that took place in the weeks 
before the poll. In commenting on the most 
sensational, of over 200 prisoners from 
Welikada, Colombo’s main jail, journalist 
Kendall Hopman speculated that it may have 
been ‘an inside job’ (Sunday Times, 
December 18). 

The main objectives of subversive violence 
and southern terrorism in the weeks preced¬ 
ing the poll were to bring the terror cam¬ 
paign to such frightening levels that it would 
enforce a compulsory boycott of the elec¬ 
tion by voters 

Conditions in Matara in the week before 
the poll are representative of many southern 
and north-central areas, in Matara the poll 
was preceded by an etfcctive ‘curfew’ 
imposed by the ‘subversive organisalion’ 
People were told to remain in their houses 
aficr 6.00 p m, to turn off all lights, radios 
and lelevisions. On the morning of the poll 
a new set of po,>!ters went up, some in ver> 
large characters, warning voters that “the 
penalty for voting was death”. Hcie, as in 
many areas, it was only the intervention of 
the secuiity forces that created the condi¬ 
tions later in the day for at least some 
sections of the population to cast their votes 

What IS most ;jigiiificant is that these 
disruptions were most felt and most effective 
in the southern electoral districts, such as 
Matara, Gallc, Hambantota, Moneragala, all 
of which recorded low polls (23.84 per cent, 
49.78 pci cent, 29.43 per cent and 17.01 per 
cent, re.speciively), and the norih-ceniral 
districts of Anuradhapura (40.36 pet cent), 
Kurunegala (50.05 per cent), Matale (30 28 
per cent), Polonnaruwa (20.73 per cent) and 
Badulla (41.80 per cent), all highly rural 
areas in most of which the SLFP traditional 
ly commanded a high degree of support, 
especially in the outlying villages rather than 
in the towns. 

The four southern districts mentioned 
above had a total registered vote of just over 
1.48 million, of which only 34.J2 per cent 
voted. All four districts registered a very high 
poll in the 1982 presidential election,'all over 
80 per cent. If we consider the figures for 
the Galle and Matara districts which the 
SLFP won in the present election, they 
would have gained approximately 50,000 
votes more than the UNP, had at least 80 
per cent voted in the same way that people 
actually voted on December 19. The situa¬ 
tion in the north-central districts is similar. 
The SLFP won (55.15 per cent of the valid 
vote and 54.25 per cent of the registered vote) 
in A.nuradhapura (where 40.36 per cent 
polled), and might have gained a majority 
of more than 32,000 over the UNP had 80 
per cent voted in the same proportions. 

For a number of reasons, it is possible to 
think that even in those southern and north- 
central districts which polled low and were 
won by the UNP, the SLFP may well have 
obtained a majority. The superior UNP 
oi^anisation, with its better transport 


facilities, would have been able to pull out 
more of its voters to the polls than the SLFP. 
It has already been pointed out ^hat high 
polling and large UNP gains were made in 
areas where traditionally UNP-voting, ethnic 
and religious minorities dominated. The 
sealing-off of the poor, rural Sinhala vote^ 
with many instances of entire villages that 
were unable to cast a single vote, must have 
made tremendous inroads into the SLFP’s 
position. An article by Outsider in the 
Sunday Times of January 8 (sections of 
which had been deleted on legal advice), 
showed swings to the SLFP in 19 of the 22 
districts, with swings of 15.89 per cent, 19.20 
per cent and 18.66 pet cent in Galle, Matara 
and Anuradhapura, respectively. If these 
three medium-low polling areas reflected a 
general trend in the Sinhala rural constituen¬ 
cies, it seems very likely that an SLFP victory 
was thwarted by the absence of a free and 
fair election. 

The nine districts listed earlier have a total 
registered vote of 25,22,559. In fact only 
50.97 per cent (i e, 12,85.768) of these 12 
voters went to the polls, and 23,201 votes 
were invalid. A total of 12,36,791 voters did 
not vote. If the polls had been in the usual 
range of 70-80 per cent, between 17,65,791 
and 20,18,047 could have been expected to 
vote in the presidential election under 
normal conditions. Had, for example, even 
54.25 per cent (the percentage obtained by 
the SLFP in Anuradhapura district), of these 
voted for the SLFP, adding up to another 
10,94,790 to their final total, a very different 
result might have been forthcoming. 

The four remaining districts which 
registered a less than 60 per cent poll— 
Batticaloa (58.48 per cent), Tyincomalee 
(53.81 per cent), Jaffna (21.72) per cent and 
Wanni (13.79 per cent) were all within the 
northern and eastern areas, affected by the 
ethnic conflict and occupied by the Indian 
Peace-Keeping Force (IPKF). In the presi¬ 
dential election of 1982, 1,21,389 votes were 
won by the SLFP here and 1,33,830 by 
Jayewardene, the UNP candidate While they 
may not necessarily have given high votes 
to the SLFP, and the presence of another 
candidate this time with potentially wide 
support in these areas may have affected the 
voting pattern, it would not have helped the 
UNP candidate much. It has to be noted that 
Bandaraiiaike’s election petition singles out 
these noi ih-east districts as areas where free 
polling was deliberately prevented by death 
threats, etc. As there is no question of DJV 
or JVP activity in the.se areas, this raises the 
interesting question of who was responsible 
for a campaign which seems to have been 
nationwide? 

This brings us back to the connection bet¬ 
ween some elements or section of the UNP, 
or some other shadowy body, which may 
have played a primary role in the violence 
and destabilisation in a way that favoured 
Premadasa's campaign and hi$ electoral 
victory. One story is that theJarge munben 
of UNPers who were killed in the post- 
Accord assassinations (700-800 according to 
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a statement made by the prime minister), 
including the party chairman and secretary, 
a cabinet minister and at least three MPs, 
were mostly from factions of the UNP which 
were not particularly supportive of 
Premadasa. This may not be true and would 
be very difficult ti^ check from outside 
anything bOt the innermost circles of the 
party. But while the UNP paid a heavy price 
in the campaign of violence, the same cam¬ 
paign also paid its dividends in the ultimate 
victory. It is a prii)piple of warfare that 
generals have to sacrifice some troops m 
order to win battles. 

We cite several instances which point to 
a role in the disturbances or support for the 
JVP/DJV or JVP/DJV-typc operations, by 
other elements, including the UNP. As early 
as August 1988, the maverick, pro-JVP MP 
for Campaha, S D Bandaranaike, had this 
to say in parliament, “There are unseen 
Mafia-type anarchists operating in the coun¬ 
try financed and organised by a foreign 
power in the name of the JVP to sling mud 
on the JVF’ (Island, August 26). The same 
MP read out a letter towards the end of 
' November in parliament, purporting to be 
from the general secretary of the JVP, in 
which the latter requests the government to 
inform the country of the results of investi¬ 
gations into over 200 death threat letters 
demanding large sums of money, as there 
was “a wrong impression that the JVP is 
behind these operations". Apparently the 
letters had actually been sent by a ‘Bookie* 
(Bookmakers?) office in Colombo. 

Referring to a hartal which seems to have 
been an attempt to sabotage an SLFP rally 
in Colombo, Sirimavo Bandaranaike stated 
that “a group of youths who ordered 
shops... to close during our meeting were 
arrested by police and found to be UNPersI’ 
It was also reported that the police had said 
suspects detained in connection with the 
bomb atuck on the SLFP’s final campaign 
rally, at Ratmalan^ were not JVPers (Island, 
December 18). 

An even more telling instance comes in the 
final week of the pre-poll campaign, when 
there was a widespread report that the 
so-called JVP ban on the SLFP had been 
lifted. In a curiously vehement denial of this 
at a press conference on December 14, UNP 
Chairman Ranjan Wijeratne said that 
“mischievous attempts were being made to 
mislead to unsuspecting voter”. He said the 
SLFP was planning to distribute a letter pur¬ 
ported to be issued by the Patriotic People's 
Armed TVoops stating that the JVP had 
lifted the ban on the SLFP. He called the 
letter “a false document and a desperate elec¬ 
tion stunt by the SLFP which knows it is 
losing the presidential election”. 

It would seem that he was concerned that 
potential pro-SLFP voters, frightened by the 
ban. would now feel free to go and vote for 
the SLFP. This clearly shows how the UNP 
found that subversive threats and violence 
could serve their own ends. It. also foniries 
the idea that some part of the violence and 


disruption was created by the UNP to 
prevent a high poll. 

Indications of factions within the UNP 
became clearer in the period of the Peace 
Accord and its aftermath and in the events 
leading up to the presidential election. The 
Peace Accord saw Premadasa’s fortunes at 
their lowest ebb when he clearly refused to 
acept the president’s decision to bring in the 
IPKF. This culminated in the removal of 
his close associates, Sirisena Cooray, 
the Colombo mayor, and Weerasinghe 
Maliimarachchi, district minister for 
Colombo, from the important party body, 
the working committee. A reversal of this 
trend came with their reinstatement and the 
resignation of finance minister Ronnie de 
Mel. De Mel had been one of the most 
influential figures in the Peace Accord and 
an implacable opponent of Premadasa 
throughout the years of the Jayewardene 
regime The climax came in the September 16 
nomination of Premadasa by Jayewardene, 
seen in some quarters as a move forced on 
the aging president by inner-party develop¬ 
ments and by the violence and disruption in 
the country. 

A further aspect had been that as much 
as the JVP campaign had been concentrated 
on president Jayewardene and avoided 
attacking prime minister Premadasa. 
Jayewardane himself played little part of 
Premadasa’s electoral campaign. His only 
public appearance in support of his party's 
candidate seems to have been at the final 
rally on December 16. 

Following this track, we are led to an over¬ 
whelming conclusion that Premadasa in his 
own way, had been as clever and masterly 
and as secretive a strategist as Jayewardene 
was supposed to be. 

The equally important issue is whether a 
free and fair election would have produced 
a very different result. Careful analysis may 


partially answer this question. So also may 
the results of the February parliamentary 
poll and the political atmosphere in which 
it will take place The answers may not be 
of more than academic interest in them¬ 
selves. What is really important is whether 
Premadasa’s regime legitimate or illegiti¬ 
mate in its birth, will solve the problems of 
economic development and social unrest in 
Sri Lanka. 

Premadasa is known to be one of the 
country’s most dynamic and go-getting 
political leaders. However, will the path by 
which he reached his present goal destit^ the 
democratic traditions built up in the country 
over the last 50 years? Should this happen, 
one of Asia’s most politically developed 
democracies could fall to the lowest political 
and economic place in the region. A show¬ 
man and an authoritarian, Premadasa built 
his populist political career in Colombo’s 
slums and the underworld. Weak on real 
economic and technical achievement, his 
heavily publicised and funded showpiece 
programmes evoke a latter-day Marcos, with 
a tendency to build his own pet schemes by 
draining resources from others. If his econo¬ 
mic programme fails to deliver the goods. 
It may one day lead to a crisis much greater 
than that which engulfed Sri Lanka in 1988. 

1'he first symptoms of the present disease 
of large-scale ‘terrorist* violence to achieve 
political ends were visible in t he Referendum 
of 1982 and Sri Lanka's mysteriously 
engineered holocaust of 1983. The .failure to 
see that the presidential election of 1988 was 
not just an exercise in electoral politics holds 
very great dangers for Sri Lanka’s political 
future. The test of whether it can still have 
a genuinely free and fair election will be the 
parliamentary election of February 15. The 
indications are that it mav be as flawed and 
as questionable as the presidential election. 
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Workers and Trade Unions in China 

pa Ram 

Smashing the Iron Rice Pot: Workers and Unions in China's Market 
Socialism by ^ung Wing-Yue; Asia Monitor Resource Centre, Hong Kong. 


CHINA has been in the midst of turmoil 
right, since the ‘Communist’ revolution of 
1949. Since then a series of events have not 
only shaken China but also the world at 
large. Though, a lot of general information 
is easily available, a deeper insight into the 
life of China’s people and workers in parti¬ 
cular has not been easily available. Leung 
Wing-Yue, in her well-researched book has 
put forward not only a gripping account of 
the life of workers and the condition of trade 
unions in China today, but has also given 
a glimpse of the backdrop for understanding 
the same. With Mao’s death and coming to 
power of Deng Xiaoping, ushering in of 
‘Four Modernisations’ has had a deep im¬ 
pact on the dynamics of the Chinese .society 
and workers. This Work has successfully 
grappl(;d with the roots of the change. 

The AMRC was prompted to sponsor this 
book under very interesting circumstances. 
Some trade unionists from Baguio Fxport 
Processing Zone (Philippines) approached 
them for information on wages, working 
conditions and trade unionism in China, as 
an American company, making plastic 
flowers for export to stores in the US, 
threatened to shift their operations to special 
economic zone (SEZ) of Shenzhen in China. 
They contemplated this move as the workers 
of this plant began to unionise themselves, 
and on the grounds that labour was ’Cheaper’ 
in China. Faced with this unique situation, 
of work being shifted to a communist 
country the unionists were most baffled and 
wanted to have information about their 
Chinese counterparts. Hence the book. 

The book is organised into three parts. 
I^rt one gives a background of Chinese 
history from the period of nationalist begin¬ 
nings, especially focusing on the trade union 
movement during this phase. Starting from 
May Fourth Solidarity strikes (1919) orga¬ 
nist in support of students demonstrations 
in Beijing, Shanghai and other major cities, 
it traces the ups and downs of workers move¬ 
ment. The formation of the All China 
Labour Congress in 1922 came as a culmina¬ 
tion of intense labour activity and was 
followed by an increase in the organisational 
strength of the workers movement, leading 
to an impressive growth by the late 20s. The 
events leading to TUs being smashed in 
cities. Mao’s Long March and their struggle 
against imperialist forces and Chiang 
Kaishek, and the Communist victory ii) 1949 
are quite well known. After the revolution, 
the trade union law announced in 4950 
established the ground for trade unions in 
socialist China and ate the basis for the trade 
union structure even today. The TUs 
developed at an impressive rate in the begin¬ 


ning but were not independent of the party 
and production was to be their primary 
consideration. 

After the revolution slate enterprises were 
managed by a collective of managers, senior 
engineers production personnel and an equal 
number of employees, in this, the plant 
directoi was chairman of factory manage¬ 
ment committee with veto powers. In 1953 
a sole-director responsibility system was 
introduced under which, the appointed 
factory directors were held solely responsible 
for all aspects of the factory and thereby role 
of party committees, workers and trade 
unions was substantially reduced and 
weakened. This system was replaced by ‘col¬ 
lective leadership coupled with individual 
responsibility’ in 1956. By this time the 
government’s nationalisation plan was 
almost complete with the TUs playing an 
important role in bringing industry under 
slate control, and by 1957 the parly’s control 
over TUs was almost total. 

With Mao's launching of the ‘Hundred 
Flowers Bloom’ programme, TUs staited 
criticising control by the parly and theii 
failure in supporting workers’ demands. The 
backlash of ‘Hundred Flowers Bloom’ came 
in the form of purge of the critics of existing 
policies and resulted in the end of the 
attempt to create an independent TU move¬ 
ment in China. The Bolshevik debate on the 
role of TUs in a ‘socialist’ country repeated 
itself in the CCP, and here also the uneasy 
solution in the context of ‘Socialism in One 
Country’, went on to a stage where ulti¬ 
mately the independ’ent position of TUs was 
severely compromised. 

Though both the major ‘communist revo¬ 
lutions’ occurred under different circum¬ 
stances, the common problems which their 
leadership had to face, included the one 
related to the power of grassroots represen¬ 
tative bodies and their role in managing 
enterprises. Needless to say contingencies of 
both the situations led to the policies due 
to which the ‘genuine’ democratic aspira¬ 
tions of grassroots workers and peasants 
were not given due importance and were sup¬ 
pressed. The role of trade unions is a case 
in jHjint and though on paper both the com¬ 
munist parties upheld this principle, in 
reality TUs generally were relegated to the 
backyards of planning. Ixung Wing-Yue’s 
account of the role of trade unions in China 
makes clear the circumstances which have 
led to this state of affairs. 

The struggles between Liu’s line of ‘food 
comes before political discussion’ and Mao’s 
‘need for political struggle’ led to one of the 
biggest ever social turmoils—the ‘cultural 
revolution’. It was an era of red guards. 
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criticism of authority, and attack on those 
deviating from teachings of Marxism- 
l.eninism and Mao Tung Thought. The 
author sums up the cultural revolution as “a 
power struggle waged by ‘red’ against the 
‘experts’ ”, in other words of Mao against his 
political rivals. With Mao’s death, those 
opposed to his policies came to power within 
the party, the leaders of the cultural revolu¬ 
tion were dubbed as the ‘gang of four’, Deng 
the new .leader launched his ‘Four Modern- 
isations‘, meaning a total set of changes in 
the forms of ownership, planning, manage¬ 
ment and distribution. 

Trade Unions Today 

In China, Union membership is voluntary 
for individual employees, but it is com¬ 
pulsory for each enterprise to have a union. 
Workers can initiate and form their union 
indepiendently but once formed the union 
has to be affiliated with the official TU of 
China. The TUs’ primary task is regarded 
to be the organising of welfare and education 
of their members, and the day-to-day task 
of TU officials mainly involves allocating 
housing, visiting the sick and channelling 
grievances and demands from employees. 

Part two of the book covers the more 
specific terrain of changes brought about in 
the TU structure in China after 1978. Tb 
begin with there has been a large-scale intro¬ 
duction of multiple forms of ownerships, 
and the term ‘the new socialist market 
economy' has gained wide currency as the 
apt description of the state of affairs. The 
defined goal is to attain a ‘market economy 
led by a planned economy’. The wage 
reforms, which have drastically changed the 
scenario, aim at bringing in a system of con¬ 
tract labour, and increased management 
autonomy. 

The earlier system of job allocation for 
urban workers in China was very compre- 
hcn.sive (the iron rice bowl system). All urban 
citizens after completing their schooling 
were allocated a job, which was meant to be 
a life-long employment providing security, 
and dismissals from jobs were practically 
unheard of. With the reforms coming in. 
improvement in productivity has been the 
focus of changes, and fixed term renewable 
work contracts for state employees are bdng 
introduced to improve productivity. This 
gives the management the power to expand 
or reduce their workforce according to pro¬ 
duction needs, and profitability as regulated 
by market forces. The contract system has 
laid to rest the most fundamental objective 
of socialist society, full and secure employ¬ 
ment for all, as it stresses productivity ai^ 
efficiency at the expense of job security. It 
is envisaged that ultimately all China’s 
workers would come under a labour contract 
system and already by April 1987 there were 
nearly 7.51 million contract workers, enrol¬ 
led in the China’s state-owned emerpriss. 

Another fast growing group working 





the industrial and service sector lies be>'ond 
the cities, and millions of rural citizens, 
termed 'peasants' in official categorisation, 
are working full time in village and township 
enterprises. These rural industries ' fall 
outside many of the regulations which arc 
meant to protect the rights and conditions 
of urban workers. In addition to contract 
workers, a large number of immigrant 
workers flock around the industries and 
represent the st marginalised section of 
workforce. 

After revolution there has been a great 
emphasis and -some improvement in the 
Status of urban women. By 1986, 36.5 per 
cent of urban workforce comprised women 
workers, though most of them are in 
services, maintenance, repair and cleaning 
sectors, i e, in lower skilled and lovver paid 
occupations. Though during the Cultural 
Revolution, ‘whatever a-man-can-do, a- 
woman-can-do*. was the guiding principle, 
the later period has witnessed a reversal of 
this policy. The recent ‘reforms’ have 
threatened welfare provisions (maternity, 
childcare) of Chinese women workers. The 
contract labour system gives managers the 
freedom to choose and most of them prefer 
to employ male workers. There is a trend to 
push women back to kitchens, despite 
protests from their representative bodies. 

Under the new contract system the govern¬ 
ment has pushed the responsibility and 
incentive for factory performance on to 
managers. And production at a state or 
collective-owned enterprise is sub-contracted 
to one or more managers or directors, often 
through bidding. A quota of profit targets 
is set for the period of contract resulting in 
rapid introduction of piece-rate and quota- 
rate wages. The private sector is permitted 
to esdst as a ^lomplement’ to socialist public 
economy. Even the introduction of share¬ 
holding is being permitted in some enter¬ 
prises in order to ease the acute shortage of 
funds for investment in modernisation 
programmes. 

Chances in Trade Unions 

Along with these rapid changes there has 
been increased pressure for democratic 
reforms of the Chinese political structures 
both from below and above. The result of 
all these changes and introduction of new 
laws is that some TUs have become little 
more than an arm of the management, while 
others have become more strident workers' 
representatives, .the rest simply maintain a 
careful balance and as a result do or achieve 
very little, though they have in recent tiipes 
bem able to secure some legal backing, and 
have gained their right to act as ‘autonomous 
workers' organisations. Pespite that the new 
law remains a mere guideline. Its realisation 
at grassroots' remains to be seen. 

The third part of the book, ‘foreign invest¬ 
ment and the special economic zones’, is 
baaed on the extensive Held research sup- 
p<»ted by a study of various relevant 
documents, and presents a very vivid, 
thc'ogh sketchy at places, account of the con¬ 


dition of workers in the SE/.s, especially 
those of Shenzhen, vshich has become a 
bustling, brash enclase in which ‘state 
capitalism' is allowed to compete in the inter¬ 
national market. Shenzhen is driven by the 
need for foreign cash and technology, and 
supported by the ‘cheapest’ industrial labour 
in A.sia This zqne is relatively unimportant 
to domestic economy and has become a sort 
of testing laboratory for new ideas in ‘labour 
management' market mechanism, economic 
and social liberalisation, relations with 
foreign companies and industrial relations. 
In this zone a number of joint equity 
ventures with foreign investors are mush¬ 
rooming and 130 wholly-owned foreign 
enterprises are operating, most of which are 
reaping rich harvests of profit. Foreign com¬ 
panies are enticed by offering a range of in¬ 
centives like free land, building equipment 
and most importantly ‘cheap and docile’ 
labour force. And SEZ like Shenzhen arc 
getting rich on the back of rest of the 
country. 

The Chinese planners have by now made 
the model of SEZ acceptable for the whole 
country and plan to extend the same from 
coastal cities to coastal economic regions 
and finally to interior areas. The rapid 
changes which this policy has brought in¬ 
clude contract labour system and wage 
reforms. The earlier prevalent ‘iron rice 
bowl’ guaranteed employment assignment 
system from a central source, is giving way 
to the contract system, of hiring and firing, 
piece-rate system and the spirit of survival 
of the fittest. The workers employed in these 
zones feci very insecure, feel burdened by low 
wages, overtime and unfair dismissals. These 
precisely are the aspects which the foreign 


investors value and are thronging to these 
zones to establish their enterprises here. The 
major victim in the endeavours is, of course, 
‘workers rights'. 

Apart from contract labourers there arc 
seasonal migrant labourers in the SEZs. 
Most employers, for obvious reasons prefer 
to hire them as they fit excellently into the 
bill of relatively low-skilled, young and 
obedient workers. These are particularly 
young unmarried peasant women, and they 
represent a large pool of low-wage labour 
which can be made redundant after a few 
years of work. They are utilised by the 
management at their most productive age 
without any welfare obligations. One young 
temporary woman worker reports, “IMe work 
more thjn 13 hours a day, overtime everyday 
but have never received any overtime pay. 
The boss doesn’t allow us to drink water 
during work hours and we are body search¬ 
ed when we go off work. Our living dor¬ 
mitory IS crowded beyond imagination, 20 
to 30 women squeezed into an iron-walled 
room, without toilet or bathroom. How can 
wc bcai this life?" 

This intensity of work and suppression of 
democratic rights m many a SEZ is resulting 
in a desperate situation for workers where 
they are left with no option except to go on 
strike or sit in. There have been at least 21 
major strikes in Shenzhen during 1986-87. 
The book gives a very live account of a strike 
at the Japanese-owned Sanyo factory on the 
issue of the intensity and monotony of work, 
low wages and extremely difficult living con¬ 
ditions. Some of the TU leaders resent the 
anti-labour attitude of foreign investors. 
However, many a trade unionists is made to 
feel that the major tole of trade unions today 


//cfV 


j^'^omSAGE 


SOCIAL CHARACTER OF LEARNING 


Ptll)llSlli..‘fS o' !tl' 

!*i' ili‘s'Tioi),ii 

S )i 1 j' Stoi'nc", 


KRISHNA KUMAR 

The sociolosy of education has experienced a major shift in emphasis since the sixties. 
It IS now understood that social relations are shaped by pedagogical interactiops bet¬ 
ween teacher and pupils,Icuynculumlmaterials and school rituals.This book addresses 
this inner’ world of education through an examination of different types of educa¬ 
tional materials 

The significance of the book lies in Prof Kumar's critical evaluation of content analysis 
and his use of symbolic interactionism as a theoretical perspective to study educa 
tional and pedagogical communication The improved methodology is used in four 
studies inspired by the author's belief that educational texts, whether written or visual, 
are powerful tools which deserve closet analysis 

140 paset/SlO X 140 mm/ R« 1SS (ht^/Rt 60 (pb)/1989 



SAGE PUBLICATIONS INDIA PRIVATE LIMITED 


Post Box 4215. New Delhi 1.10048 







is to educate workers to achieve good work 
quality and to gain confidence and co¬ 
operation of investors and are opposed to 
any action by workers which will harm the 
ultimate interests of workers and the 
country. 

The instance of one multinational 
threatening to shift its operations to China 
quoted at the beginning’ is not solitary and 
such instances are multiplying with 
unimaginable speed. Foreign investors are 
now strongly warning their w'orkers in other 
countries that wages are much lower in 
China and they would have no problem with 
unions there. This has resulted in undermin¬ 
ing trade union rights in -forcign-owned 
plants, specially in SEZ, in most of the 
Asian countries. 

To conclude, the author emphasises that 
China's reforms are serving to shake up their 
assiired institutional existence, simultaneous¬ 
ly creating the conditions which may as well 
give birth to 'genuine' trade unions as op¬ 
posed to the ‘official’ trade unions. To quote 
from the book “China is bringing its huge 
well-controlled workforce into the area of 
global competition to attract foreign invest¬ 
ment and produce cheaper goods’’. 

The author’s criteria for judging the 
character of trade unions, seem to be very 
apt. She emphasises that these criteria “are 
based on trade unions’ ability to genuinely 
represent the interests of their membership, 
which in turn is dependent upon relation¬ 
ships with government, employers, workers 
and political movements, and that “for a 
union to be genuine" it would have to be in¬ 
dependent from employers, independent 


STAYING ALIVE is an impassioned and 
powerful outcry for survival: of women, of 
nature, of the marginalised poor, of all the 
victims of a development concept which 
Vandana Shiva flatly characterises as 
‘maldevelopment’. It is well-documented 
research on what has happened to our 
forests, our soils, our river systems, partly 
before and mostly after independence and 
how the destruction of vital ecosystems af¬ 
fects the availability of food and drinking 
water, the very survival of people, especially 
of women. Vandana Shiva also shows how 
the idolatry of modern science and techno¬ 
logy leads to deskilling and how ageold 
knowledge about nature gets devalued and 
destroyed, with disastrous results. Apart 
from having absorbed a large body of 
Studies on green revolution, afforestation, 
water management, the overall statement of 
the book gains in authenticity from the in¬ 
terwoven experiences of twenty years of 
women's struggles in the Chipko rrujvemcnt. 
The history of Chipko flows through all the 


from the state and internally democratic and 
answerable to its njembership.. a genuine 
trade union should be willing and able to 
be combative in its defence of workers’ in¬ 
terests;’ 

The merit of the book lies in its lucidity, 
objectivity, focus on the grassroots and a 
thorough field research. The details of 
Chinese woikers’ conditions in the state- 
owned enterprises would have made this 
work more worthwhile. The comparison of 
SEZ zones workers’ living and wage condi¬ 
tions with SEZ zones of other countries 
would have been a valuable addition. 

The iwo major revolutions of tlie century, 
the Russian of 1917, and the Chinese of 
1949, have through a long and tortuous path 
landed themselves in the present decade in 
a state of affairs which may not hhvc much 
resemblance to their earlier projections. And 
those swearing by one or the other model 
do have important lessons to derive and 
learn In addition the trends of world 
capitalism in constantly reorganising itself 
to seek maximum ‘state’ benefits and utilise 
the cheapest possible labour are more than 
just a pointer. One of the prc.sent problems 
being faced by working cla.ss here in India, 
that of job losses and industrial closure, 
can very well be seen not just as an 
isolated phenomenon here but as an inter¬ 
national trend, requiring co-ordinated effort 
from the working class, for its response to 
be more meaningful and effective. 

All in all this book makes a very interest¬ 
ing reading and is a ‘must’ for all labour 
researchers, ‘genuine’ trade unionists, radical 
activists and intellectuals. 


chapters and gives urgency to, one of the 
main statements of this book as a whole; 
The need to rethink on subsistence economy 
as something which, far from being ‘back¬ 
ward’, centres on people’s survival by their 
own labour in harmony with nature. By this, 
subsistence economy resists the reification 
of nature and of people and contributes not 
only to sustainable physical survival but also 
spiritual strength. 

Many of the statements of activists are in¬ 
deed moving and deeply relevant, but they 
seem to pre-suppose a social structure in 
which people own sufficient land to survive 
on its produce or at least have access to 
landuse for their own sustenance It would 
also presuppose that land concentration in 
the hands of a few as well as landlessness 
have been avoided. We do not get much 
englightenment about property relations in 
the area where Chipko has been active nor 
do we get a picture of such cultural factors 
as caste or impact of tribal culture or dif- 
fineot political options within the movement 


The generalisations about shakti and prakriti : 
which are represented as ‘Indian’ in a very 
broad way, sound close to Sankhya phiio* 
sophy and are not necessarily part of ' 
popular culture in the south. This Hornes 
problematic because Vandana Shiva takes 
such perceptions to go into generalisationt 
about the ‘feminine principle’ not only in 
India but in the ‘third world’ which she ’ 
mobilises against masculinist, white, western 
science and technology. While she has a 
definite point in this conceptualisation, she 
develops it into a kind of overstatement . 
which becomes tiring through repetition 
because it enlightens only to certain extent 
and on the other hand also obscures because 
it does nut explain how a development con-, 
cept, which has been so disastrous, has been 
able to spread and survive at all. 

Colonialism of course dMs explain a lot 
but probably not everything as far as post¬ 
independence time is concerned. What the 
book does not succeed in exposing is the 
compricity of patriarchy, class and caste 
functioning at local levels as well as in the 
machinery of state and bureaucracy whieh 
safeguards the survival of maldevelopments 
as an internalised capitalist structure. Over¬ 
emphasis on externalisation of the enemy, 
though at times functional for an interna¬ 
tional public or in international debate does 
not necessarily help to come to terms with 
internal forces of transformation. 

However, before going into the problems 
of conceptualisation which take up the first 
three chapters of the book, nearly one 
quarter of the whole book, it may be good 
to go into some of the more striking insigl^t 
of the later chapters. Vandana Shiva est^ 
blishes with great clarity how the fragmen-. 
tation of the ‘scientific’ approach has 
separated forestry from agriculture, animal 
husbandry and water managements, how 
any of these activities in isolation has been 
subjugated to a technocratic, mechanistic 
approach, subservient to the needs of in¬ 
dustry and of the rural and urban ruling 
classes. It is this fragmentation which ruins 
the ecosystem and finally makes renewable 
resourced non-renewable. We have to face the 
fact that all the success stories of ‘derelop- 
ment’ are disaster-stories as well. The two 
states most ‘successful’ in affor^tation and 
social forestry, Karnataka and Gujarat, have 
also been the most droughtstricken ones 
because the afforestation did not give priori¬ 
ty to mixed forest designed to meet peoplcfs - 
and nature’s elementary needs but created 
monocultures foP industrial purpose like 
eucalyptus. The stares most ‘successful’ in 
green revolution terms like Punjab and 
Haryana, have at the sgme time one of the 
most adverse sex-ratios and struggle with 
massive problems of s<kil salinity, vratm- 
loggjng and ‘soil erosion. ‘Scientiftc’ manage¬ 
ment of forests, water and food production 
has become synonymous with ’commereial’ 
and ‘profitable’ management and this, too^ 
in a very short-term and non-sustain^e 
perspective 





Plea for Survival 

Gabrieije Dietrich 

Slaying Alive, Women, Ecology and Survival in India by Vandana Shiva; 
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In Vandana’’; words' while for women, 
tribals §nd other forest communities a com¬ 
plex ecosystem is productive in terms of 
.water, herbs, tuber, fodder, fertiliser, fuel, 
fibre and as a gene pool, for the forester, 
these component; are useless, unproductive 
waste and dispensable. T\vo economic pers¬ 
pectives lead to two notions of ‘productivity’ 
and ‘value’ ” (p 64), The problem of course 
is that these two notions of ‘productivity’ 
and 'valtte' operate at the local level (e g, men 
opting to be contractors while women fight 
for susnming the forest) and that the plan¬ 
ning level ij overwhelmingly guided by com¬ 
mercial aspects, promoted by upper-class 
upper-caste men and some co-opt^ women. 
Some of the excerpls from planning docu¬ 
ments, e g, from the National Master Plan 
for India for the International Drinking 
Water Supply Decade, would make hilarious 
reading were one not driven to despair by 
the fact that they leave out water as a source 
and ordinary people as preservers of a 
dependent on this source 

Water has become itivisible in water plan¬ 
ning because there is a limit to whicli the 
source itself can be expressed in cash terms. 
Since much of the water cycle is under¬ 
ground and its maintenance does not only 
depend on technology and measurable 
human labour but also on invisible labour 
as well as bio-mass and lowly creatuics like 
earth worms, the gap between planning and 
actual restitution of disrupted ecosystems 
often appears unbridgeable. Today, water 
mining destroys the source. 

It is here that the book, unavoidably, 
raises more questions than it can answer. The 
suggestion seems to be that the ‘feminine 
principled, female producers in harmony with 
nature sustaining the web of life and safe¬ 
guarding production of life, is still intact, 
feminine shakti as an infrastructure to fall 
back on. Vandana Shiva refuses to see 
women primarily as victims of ecological 
disaster, she depicts them as ecological 
experts and pioneers and offers, a lot of 
evidence to substantiate this approach. Yet 
we know, and Vandana herself quotes the 
figures, that the numbers of female pro¬ 
ducers are rapidly declining every year, their 
numbers vanish like the water sources and 
the soils at people’s disposal. Women swell 
the ranks of agricultural labourers at un¬ 
equal wage rates and finally migrate to 
become urban poor. Women themselves are 
often enough liquidated. Thus, women do 
not fight from a position of strength. 
Though the logic of nature is on our side, 
the enemy is nut only an alien, patriarchal 
concept of science and technology, “a hand¬ 
ful of white western males” but the military 
industrial complex as a massive power struc¬ 
ture in our own midst. Vandana Shiva, 
discussing Chipko, leaves out some vital 
aspects from the ecological situation: The 
devastation of nature not only through 
‘development’ but also through militarisa¬ 
tion and through energy planning. 


What is also missing is a critique of in¬ 
dustrialism which would make the overall 
perspective more clear. The book is written 
from a rural pei^pective and ecologically 
speaking it is, of course, ground for hope 
that 70 per cent of our population lives in 
rural areas and that over 60 per cent of rural 
energy needs is provided by the bovine popu¬ 
lation performing essential services as 
draught animals and as suppliers of bio¬ 
mass usable as fertiliser and fuel. However, 

1 feel the debate on ecology very vitally needs 
to include an overall debate on energy needs, 
resources and modes of energy use. This will 
become acute even before the end of this 
century since fossil fuels and non-renewable 
raw-materials aic rapidly on the decline. 

In her zeal to depict ecology as a survival 
problem in the third world—which no 
doubt, it is—Vandana Shiva avoids tackling 
the long-term non-sustainabiliiy of science 
and technology as it has been developed in 
a capitalist framework and has been copied 
by most socialist states. 'In her effort to 
counterpose ‘third world’ to the over¬ 
developed countries, she barely mentions the 
second I aw of Thermodynamics in a single 
sentence {p 9) and then virtually shove it off 
as a ‘western probelm’ because it concerns 
itself with long-term survival of future 
generations while on our own survival pro¬ 
blems are here and now. While one whole¬ 
heartedly agrees that our survival problems 
are here and now, it is also apparent that 
these survival problems are not top priority 
for our planners. 

The ultimate distraction of the subsistence 
agriculture which Vandana Shiva upholds is 
liable to come from cash-cropping and pro¬ 
motion of bio-technology for bio-mass 
energy production when fossil fuels are up 
and for industrial raw materials once non¬ 
renewable resources get exhausted. A discus¬ 
sion on entropy, the fact that energy cannot 
be created but only transformed and that 
with every transformation some energy goes 
from an available state into a non-available 
state, is unavoidable. 

I may be mistaken, but have a hunch that 
one of the reasons why this overall horizon 
is not established may lie in the straitjacket 
of Vandana Shiva’s conceptualisation. She 
draws heavily on Maria/Mies (Patriarchy 
and Accumulation on a World Scale) and 
other feminist authors working on the patri¬ 
archal contents of science and technology 
without however, critically discussing some 
of the underlying assumptions. The strength 
of this approach is to make clear that science 
and technology as it is, is far from being ob¬ 
jective, universal, value and gender neutral 
but is instead class, culture and patriarchy- 
specific and reduaionist, fragmented and 
(festructive. Thus, the very methoifology and 
content of science and technology is ques¬ 
tioned from a feminist perspective The 
drawback of some of these studies however 
is that they make patriarchy appear like a 
17th century European invention, ignoring 


other studies on patriarchy in more ancient 
societies. Though Vandana says in the begin¬ 
ning that she does not wish to deny other 
sources of patriarchy (like religion), she in 
the end reverts to the idea that these “cate¬ 
gories of gendered inequality that the age 
of enlightenment gave rise to” (p 219) are 
today challenged by the concept of produc¬ 
tivity developed by the ‘feminine principle’. 
Unfortunately, patriarchy is not just a 17th 
century western invention and the other 
sources of patriarchy ate not just ideological, 
to be found in ‘religion’, but patriarchy has 
permeated the very material organisation of 
the production of life in the set-ups of the 
family and of caste and class as well as in 
the local, political power structures and in 
the state since very ancient times. It is the 
linkage of our own indigenous patriarchal 
structures with the imported ones which 
need to be examined more deeply since they 
are at the root of the disaster. 

I feel that Vandana Shiva is a bit loo 
cheerful about the intactness of the 
‘feminine principle’ in local cultural tradi¬ 
tions. Women are hot only seen as strong 
and a source of life, they are also depicted 
as weak and incompetent since very old 
times and where they have been seen as 
strong this has been taken as a pretext for 
the need to control them. 1 also feel that she 
IS too positive about women’s actual contri¬ 
bution to agriculture. If women do over 90 
per cent of the agricultural work in a place— 
is this really necessarily a sign of power or 
does it not also represent existing patriar¬ 
chy oppression and extraction of labour? 
Thus, there is a lot to be debated about this 
book, last but not least the implicit contribu¬ 
tion to the debate on science and religion, 
with which Vandana starts off when she says 
that the sacredness of life has been substi¬ 
tuted by the sacredness of science and 
development. 
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Export Processing Zlqnes in China 

Buji: A’Case Study 


Sun Yonghong 


Since the end of the second world war, developing nations in the Asian region have employed various strategies 
to speed up their industrialisation and modernisation process. One move which has achieved varying degrees oj 
success' is the establishment of export processing zones (EPZs). By offering a suitable package of investment in¬ 
centives to both foreign and domestic enttypreneurs for the setting up of export manufacturing plants within 
certain defined areas, it is hoped that overseas capital and technology can be attracted to accelerate economic 
growth and to promote exports. 

China’s special economic zones (SEZs) are being developed with simitar objectives in mind and ate basically 
modelled after the EPZ system. They are set up as experimental laboratories to test new concepts and policies 
of development and to expedite the process of modernisation in China. 

As the export processing system is completely foreign to China, there is little material available with which 
to provide a clear picture to show how the system actually functions. Existing literature on the .subject is largely 
confined to qualitative discussion of the feasibility and implications of adopting such a policy measure in the 
economic development of socialist China. This study of the Buji EPZ in Shenzhen attempts to provide some con¬ 
crete examples to show how the Chinese EPZs are operated and to what extent they have fulfilled the tusks assign¬ 
ed to-them by the Chine.se government. 


I 

Export Processing 2U>ne8; 

A Conceptual Perspective 

THE export processing zone (EPZ) is an in¬ 
strument of export-oriented Industrialisation 
that is being increasingly used by many third 
world countries, particularly in developing 
Asia. In a broad sense, the EPZ includes all 
authorised areas such as free ports, free trade 
areas and industrial free zones. A narrower 
definition confines the EPZ to a specially 
designated industrial area meant largely for 
export manufacturing by foreign and 
domestic investors in joint ventures. Apwt 
from an instrument to attract foreign in¬ 
vestors to establish industries for export and 
create employment, the EPZ is also used in 
some countries to disperse industries and 
promote region^ development. 

The typical EPZ has three main characteri¬ 
stics. Firstly, it is a free trade zone in the 
traditional sense, where enterprise in the 
zone can import raw material, semi-fmished 
goods and machinery and equipment duty¬ 
free and then manufacture, process or 
assemble manufactured products for export 
with minimal restrictions and regulations. 
Secondly, it is an industrial estate, where in¬ 
dustrial sites, with or without ready-built 
standard factory buildings, and public 
utilities and other industrial facilities are 
provided by the government to facilitate 
manufacturing production. To facilitate «- 
port. It is usually located near a port or air¬ 
port. It is usually managed by an indepen¬ 
dent authority to expedite and simplify ad¬ 
ministrative procedures. Thus, the zone pro¬ 
vides special infrastructure not usually 
avatUUe oqtside the zone. Thirdly, investors 


111 the EPZ aic usually offered a whole 
package of investment and export incentives, 
the most prominent of which is the exemp¬ 
tion from normal corporate taxes as well as 
other special incentive such as accelerated 
depreciation allowances. The cotnbination 
of these characteristics generally makes the 
EPZ a highly attractive investment location 
for foreign investors engaged m export 
manufacturing. 

The reasons for establishing EPZ have 
usually been stated in terms of expectations 
of significant benefits in increasing manu¬ 
factured exports, foreign exchange earnings 
and employment. These constitute the short- 
run industrialisation objectives to which 
EPZs are expected to contribute immediately. 
The total export-orientation forms and the 
fact that most of them have intra-firm or 
other export outlets for their production 
mean that EPZs are seen as a guaranteed 
source of foreign exchange earning once 
they are fully operational. In addition, the 
types of industries which are attracted to 
EPZs are labour-intensive in nature. This is 
because the major motivation for foreign 
companies to produce in developing coun¬ 
tries lies in the need to transfer labour- 
intensive operations from their high-wage 
home countries in order to rake advantage 
of the cheap labour there. As such, EPZs 
also contain a built-in tendency to create 
more employment per unit of investment 
than other types of direct foreign investment. 

These two features of EPZ investments 
provide powerful proximate reasons for 
developing countries to establish export pro¬ 
cessing zones. There are however additional, 
but less compelling, benefits that are ex¬ 
pected from the establishment of EPZs. 


These are related essentially to the longer- 
run benefits expected from direct foreign in¬ 
vestment in general and include such ele¬ 
ments as the transl'ci of technology and 
skills and linkage and multiplier effects. 
Several characteristics of EPZ industries, 
however, mitigate, against any substantial 
realisation of these longer-run benefits and 
unrealistic expectations in this regard would 
have inevitably led to disappointment. With 
regard to linkage effects, it has been pointed 
out that 

since the transnational corporations in the 
EPZ. arc operating according to the 
framework ol their own international pro¬ 
duction and marketing network it would 
seem unrealistic to expect the development 
of greater linkage without strong induce¬ 
ments.' 

Forward linkages are limited because vir¬ 
tually the entire output is exported and the 
almost exclusive reliance on imported inputs 
rules out backward linkages. Similarly, the 
transfer of technolgoy is limited by the fact 
that only simple assembly parts of an en¬ 
tire production process is relocated to EPZs 
with the pre-assembly stages and research 
and development activities being retained in 
the developed country. A corollary is that 
the jobs in these operations require very few 
special skills and hence there are few skills 
to be imparled to the labour force. Further¬ 
more, because of the enclave nature of the 
EPZ, the spread effects of such industrial 
investments are likely to be limited and con¬ 
fined largely to the enclave. Export process¬ 
ing zones will have wider beneficial effects, 
only when the overall economic environ¬ 
ment, both inside and outside the zone, is 
a more open one with regard to the move¬ 
ment of goods and factors of production. 





OBJECriVES OF CHINA’S SPECIAL 

Economic Zones 

China's special economic zones (SEZs), 
which were esublished in 1979 as pan of the 
open door policy, are basically modelled 
after the EPZ system. An SEZ is “an area 
...(where) controls are relaxed compared with 
inland China for the purpose of promoting 
gnomic co-operation by all proper means 
with foreign businessmen, overseas Chinese, 
as well as Hong Kong.and Macao com¬ 
patriots."’ The SEZs bear some similarity 
to the EPZs inasmuch as preferential treat¬ 
ment is likewise offered to foreign investors 
in order to attract overseas capital ,and 
technology for economic development. 
However, the economic activities in the SEZs 
am much more comprehensive than those in 
the EPZs, embracing not only manufactur¬ 
ing but also agriculture, tourism, commerce 
and real estate development. This is a reflec¬ 
tion of the importance the Chinese govern¬ 
ment attaches to the SEZs. In Deng Xiaop¬ 
ing's words, “the SEZs are show-window, a 
window of technology, management, know¬ 
ledge, as well as [China's] foreign policy. By 
running the SEZs, [we] can introduce 
twhnology, acquire knowledge and learn 
management know-how.”’ Xu Dixin, a 
leading economist in the Chinese govern¬ 
ment elaborated on the functions which the 
SEZs are expected to perform as follows:^ 


were established.’ In the subsequent 
chapters we shall attempt to provide some 
tentative answers to the question by choos¬ 
ing an industrial zone in Shenzhen—the Buji 
EPZ as the case for study. 

II 

Operations of the Chinese EPZs: 

A Case Study of Buji 

The industrial development in the Shen¬ 
zhen municipality can be classified into three 
broad regions; (I) the Shekou Industrial 
Zone; (2) the Shenzhen SEZ; and (3) export 
processing zones in other pans of the 
municipality such as Buji, Kuichong, long- 
gan, Longhua and Songgang. Some explana¬ 
tion of this classification is necessary 
because of the complex structure of the 
Shenzhen SEZ. 

The Shekou Industrial Zone, although 
physically part of the SEZ, has gained the 
status of separate zone and is managed by 
the China Merchants' Steam Navigation Co 
(CMSNC) of Hong Kong. Negotiations for 
development are handled in Hong Kong and 
the CMSNC has the authority to make deci¬ 
sions on overseas investment projects in 
Shekou. Although still closely co-ordinated 
with the Shenzhen SEZ, the Shekou district 
has obtained a certain degree of autonomy 
in its operation. It is designated to concen¬ 
trate on heavy industrial development .which 
is generally more capital-intensive and re¬ 
quires much space. A number of manufac¬ 
turing activities has already been established, 
which is directly related to the mainlines of 
business of the CMSNC, that is, shipping 
and navigation. These industries have given 
rise to a certain degree of industrial linkages 
as they comprise activities such as demo¬ 
lishing ships, steel refining and rolling, the 
production oxygen, acetylene, boat paint, 
and fibre glass, the manufacturing of con¬ 
tainers, shipbuilding and marine engineer¬ 
ing. Light industries have also been 
developed in Shekou. 

Apart from the Shekou Industrial Zone, 
a total area of 14 square kilometres has been 
allocated for industrial use in the 330 sq 
kilometres’ Shenzhen SEZ. Nine major in¬ 
dustrial districts have already been desig¬ 
nated and they are concentrated in the cen¬ 
tral and western sections of the Shenzhen 
SEZ (see Tkble 1). Most of them are planned 
to be developed into comprehensive in¬ 
dustrial districts. Due to lack of capital, 
however, only three of the nine districts are 
being actively developed; Shahe, Shangbu 
and Bagualing. Most of the firms in these 
zones are either in construction stage or sell¬ 
ing their products to the domestic market. 
Therefore, the time has yet to come for an 
examination of the operations of these 
districts. 

What is of interest is the third category 
of the industrial region: the export processing 
zones in other parts of the Shenzhen munid- 
pality, namely, the 880*80 county. They 
merit attention for two reasons: firstly, these 


industrial districts enjoy all the privileges 
that are outside the confines of the SEZ; 
secondly, they are all operated for export 
processing and assembling, thus, facilitating 
a comparison with the EPZs in other Asian 
countries. 

Being part of the Shenzhen municipality, 
Bao’an has a total area of 1,700 sq kilometres 
that encircles the 330 sq kilometres’ Shenzhen 
SEZ. The whole country is divided into 16 
qu districts), which in turn are subdivided 
into 136 xiangs.^ By 1986, all of the 16 
distnets had established export processing 
zones that vary in size and degree of suc¬ 
cess. This section, however, focuses on the 
Buji EPZ, the largest in terms of scale of 
operation and employment. 

General Survey of Buji EPZ 

The Buji Export Processing Zone has 24 
hectares of land adjaceilt to the Buji 
township, which is located at tjhe tip of the 
northern fence that .seals the Shenzhen SEZ 
off from the interior of the country. It is only 
5 kilometres from the border that separates 
Shenzhen and Hong Kong, and 26 kilo¬ 
meters from downtown Kowloon in Hong 
Kong 

There were several considerations for the 
choice of this site. First, the place was 
originally a small barren hill of no value to 
agriculture. Thus, leveling off the hill will 
not encroach the already scarce farmland in 
the region. Second, there is a railway and 
highway straight to Hong Kong passing by, 
which assures timely delivery of processed 
products for export. Third, its proximity to 
Shenzhen provides great attraction to thq^ 
rural youths who would like to seek a taste 
of the modern urban’ life in Shenzhen, and 
yet are barred out by the stringent govern¬ 
ment policies that restrict migration from 
rural tcTurban areas. Abundant supply of 
cheap labour is thus secured by the fact that 
the zone is located in the rural area where 
the government policy on migration control 
does not apply. At the same time, because 
it is close to sources of -facilities for in¬ 
dustries (water, electricity and telecom¬ 
munication, etc), the zone-is readily assured 


TmiI L I- Pi ANNtO InoUSTRIAL DISTRICTS IN 
THE Shenzhen SEZ 


District 

Area 
(sq km) 

Major Types of 
Industries 

Liantang 

0.8 

Light industries/ 
textile 

Shuibei 

0.5 

Metal/machinery 

Shangbu 

1.4 

Electronics 

Bagualing 

1.0 

Comprehensive 

F'utian 

4.8 

Comprehensive 

Chegongmiao 

2.0 

Comprehensive 

Shahe 

1.0 

Comprehensive 

Houhai 

1.0 

Comprehensive 

Nantou 

1.5 

Comprehensive 


Sourer. Modernisation in China, Wong and 
Chu (eds). Hong Kong: Oxford Univer¬ 
sity Press, 198S, p 63. 


— The SEZs are designed to serve as bridges 
for introducing foreign capital, advanc¬ 
ed technology. Both in the process of pro¬ 
duction circulation, and in the joint ven¬ 
tures with Chinese and foreign invest¬ 
ments in the special zones, the Chinese 
may learn the latest techniques and scien¬ 
tific methods of management 

— While regional competition in the rest of 
the country might impede the Chinese 
enterprises to improve production and 
management, hence imperative to the 
development of the national economy, it 
is believed that competition within the 
SEZs and between the SEZs and Hong 
Itong and Macao will enable the SEZs to 
learn how to adjust production to market 
demands, improve the quality of goods, 
develop new products and reduce produc¬ 
tion costs. 

— The SEZs are expected to earn a con¬ 
siderable amount of foreign exchange by 
promoting export production, and 
through these zones, part of the foreign 
capital, technology and equipment rnay 
be diffused to other regions of the 
country. 

— The SE2^ are also to serve as laboratories 
in the Chinele economic reforms and as 
schools for learning the market mecha¬ 
nism. A farther function the SEZs are ex¬ 
pected to perform is the creation of job 
opportunities ^or the unemployed youths 
in the rural areas. 

Whether the SEZs can livn up to the great 
expectations of the Chinese government has 
bem an issue of controversy ever since they 






of sources for its operation. 

Unlike the Shezhen SEZ and many EPZs 
ini other Asian countries, where the zone 
authority is generally a statutory body of the 
government, the Buji EPZ was established 
and IS managed exclusively by a rural 
enterprise—the Agricultural-lndustrial- 
Commerical Joint Corporation of the Bu)i 
district. It evolved from the'Buji People’s 
Commune which was dissolved in 1984 as 
a result of the rural institutional reform. 

As its name implies, one of the functions 
perform'ed by the Joint Corikiration is to 
manage and promote rural enterprise. Before 
1979 howler, the only facilities that could 
be considered ‘industrial* in the commune 
were a grain mill, a brick-making plant and 
a farm machinery maintenance shop, in 
response to the open door policy which led 
to the institution of Shenzhen SEZ in 1979, 
the Buji Joint Corporation set to exploit its 
locational advantage by inviting Hong Kong 
entrepreneurs to open factories in Buji. The 
first contract was signed in February 1979, 
with a Hong Kong knitwear firm under pro¬ 
cessing arrangement. The fulfilment of the 
contract was followed by more applications 
from Hong Kong to .set up factories there. 
The growth of export processing industries 
posed'great demand for better industrial in¬ 
frastructure. As a result, the Joint Corpora- 
• tion of Buji decided to establish an industrial 
zone solely for export processing purpose. 

Physical development of the Buji EPZ 
began in the latter half of 1981. The overall 
development scheme of the zone included 
not only the preparation of the site and the 
setting up of physicial structure such as 
buildings, but also the establishment of dif¬ 
ferent services and utilities in anticipation 
.of the needs of the zone enterprises. 

The factory buildings erected by the zone 
authority are of the standard 2-storey type, 
having a total workshop area of at least 800 
square metres per floor. These buildings are 
equipped with laboratories, storage rooms, 
exhaust fans and water tanks. They also have 
lighting, telephones and fire alarm systems. 
As of 1986, a total floor space of 60,000 
square metres has been built. Enterprises can 
lease these facilities at subsidised low rates. 
For industrial lots, the charge is HK $5 per 
square metre per month during the life of 
the project, and is included in the process¬ 
ing fees the enterprise pays to the Joint 
Corporation. 

in addition to the construction of factory 
buildings, 30,000 square metres of dormitory 
buildings were built at the same time to 
shelter the production workers. Various ser¬ 
vices are available to these workers. The 
Agricultural Bank of China has put up a 
branch office there to facilitate the workers 
depositing their savings; a post office is 
opened ten hburs a day, handling the 
workers’ mails ami remittances; free giedipd 
service is provided by the zone clinic which 
has a staff of 2 doctors and 3 nurses. Food 
and fruits stalls run by nearby farmers are 
admitted into the zone to serve the need of 
the zone community. The zone has also 


several recreational facilities including a 
basket-ball court and several TV rooms. 

The total capital expenditure incurred by 
the zone authority onuhe zone’s develop¬ 
ment work up to August 1986 is shown in 
Table 2. The bulk of the investment expen¬ 
diture, which stood at IS million yuan as of 
August 1986, wa.s financed by loans l#om the 
Agricultural Bank of China at preferential 
rates between 4.2-6 per cent, and the balance 
was supplemented bv contributions from the 
Joint Corporation’s revenue. 

lN( ENTIVES 

A better investment environment not only 
includes the development of infrastructure, 
but also requires less government red tape 
and bureaucracy. One major advantage of 
export processing zones in other parts of the 
world is that they are relatively free of 
government interference. When the Chinese 
government established the SEZs, tho^ ob¬ 
viously intended to offer such incentives to 
potential investors. This can be seen from 
the slogan of “special things are to be handl¬ 
ed specially” (teshi lehan). However, in the 
Shenzhen SEZ at least, much of the red tape 
is still in existence, it is not unusual to find 
foreign investors to shuttling between various 
government departments. 

In the Buji EPZ and the other fifteen 
EPZs in Bao'an county, however, government 
bureaucracy has been substantially reduced. 
The county’s Foreign Economic Relations 
Commission has simplified the procedure of 
investment and sped up the processing of ap¬ 
plications. Thus, foreign investors could deal 
with the same people on such matters as im¬ 
port and export licensing, foreign-exchange 
.settlement, company registration, and so on. 
Simplification of investment procedures has 
greatly shortened the preparatory stage of 
a project. According to the county officials, 
an investment project, from its negotiation 
to approval, normally takes no more than 
three days. 

Apart from the speedy processing of in¬ 
vestment applications by government autho¬ 
rity, investors who invest in the Buji EPZ 
also enjoy a wide range of incentives 
available to enterprises under processing 
arrangement, some of which are even more 
favourable than those for investment in the 
SE2^. A summary of the incentives available 
is presented below; 

— Enterprises may employ foreign nationals 
in supervisory, technic^ or advisory posi¬ 
tion in day-to-day operations. 

— While a wide variety of imports by 
domestic enterprises are subject to import 
licensing, the imports under contracts for 
processing materials or assembling com¬ 
ponents are exempted from obtaining 
such import liocnces. 

— Tkx-free and duty-free importation of 
machinery, equipmenuapare parts and 
raw materials (including accessories and 
packaging materials). 

— Exemption from income tax and local 
tax. 


— Speedy customs clearance at factory site 
or national border. 

From the point of view of the investor, the 
standard agreement signed with the Buji 
Joint Corporation forms the legal basis of 
rights enjoyed by him in the zone. Duties and 
obligations of the two parties are clearly . 
spelt out. Under the standard agreement, the 
Buji Joint Corporation is to: 

— provide the factory building, industrial 
lots and recruit production workers; 

— provide water, electricity and other 
facilities required for production; 

— assist the foreign partners in obtaining 
speedy customs clearance. 

The foreign investor, on the other hand, 

IS to provide all the equipment, spare parts, 
raw materials and other supplies. One essen¬ 
tial feature of such an agreement is that the 
land, premises, equipment and facilities pro¬ 
vided by both parties are not valued, thus 
avoiding the difficulty of appraising the 
value of items arising out of differences in 
economic systems. Upon expiration of the 
contract, the foreign party may ship their 
machinery and equipment out of China. In 
addition, the standani agreement usually in¬ 
cludes the following items; 

— Name of processed components and 
spare parts and materials, their speciftCB- 
tions (models), quality, quantity, rate of 
wastage, point of delivery, freight, stan¬ 
dard and procedure for examination and 
acceptance, time and schedule require¬ 
ments, etc; 

— Name of finished goods after processing 
or assembling, their specifications, quali¬ 
ty, quantity, methods of examination, 
point, time and speed of delivery, freight, 
packing requirements, etc; 

— Per-unit price and total price of process¬ 
ing fees, cdst of test samples in trial 
production; 

— Bank of settlement, currency and mode 
of payment; 

— Duration of contract; 

— Guarantee and responsibility for viola¬ 
tion of contract; 

— Insurance clause; 

— Arbitration agreement or other measure 
for the settlement of disputes. 

The processing arrangement in the Buji 
EPZ differs from the standard requirements 
of export processing agreement by the 
Chinese authority which defines it as 
follows:'’ 

In accordance with provisions of the con¬ 
tracts signed by both parties, foreign. 


Tablf 2; Dfvf.iopment Expenditures of the 
Bull EPZ 


Item 

Million Yuan (RMB) 

Factory building 

10.5 

Living facilities 

4.5 

Road, electricity, water 


and communication 

5.0 

Total capital expenditure 2p.O 


Source. Data supplied by (he Buj! Joint ' 
Corporation. 


JhMMihtjiM i'iniitical MMdy Febroaiy 18, 1989 




businessmen are to provide raw, semi- 
rinished and packing maierials, or spare 
parts, accessories, appliance, sometimes 
China-made maieiials are used. The foreign 
businessmen may also provide a pan of 
machines, insirumcnis and oilier produciive 
equipmeiU, when neces-.ar>. fhinese laciories 
aie to process these maiertals into finished 
products in accordance with the required 
quality, specifications, designs and 
someliraes trade-marks of foreign business- 
men. Service chaigcs will be paid to the 
Chinese Money paiif for machines and 
equipment provided by foreign businessmen 
will, as a rule, be dediieled from service 
charges. 

The practice in 9iiji is that the Chinese 
side does not pay for the machinery and 
equipment supplied by foreign investors, as 
they might be already worn out by the time 
they are paid off. 

For the foreign investors, the advantage 
of such arrangement is that they do not have 
to share the profits with the Chinese side. 
Furthermore, they are exempted from all the 
tax obligations which other types of arrange¬ 
ment are liable to 

Company Opr It at ions 

in this section we shall examine the rone 
enterprises in terms of the difterent aspects 
of their operations. This description will 
provide information which may help assess¬ 
ing the impact of EPZs on rural industria¬ 
lisation in China. 

Industry Composition: As ot October 
1986, there were 14 firms in the Buji EPZ, 
representing a 100 per cent occupancy of the 
zone. The largest concentration is in the 
garments and textiles industry (5 firms), 
followed by toys (4 firms). All the fourteen 
firms are involved in miscellaneous light 
manufactures. They are the typical subcon¬ 
tracting type of investment managed hy 
foreign investors. There is an overwhelming 
representation of investment from Hong 
Kong. Thirteen out of the fourteen firms 
have partners from Hong Kong, and the 
remaining one is a subcontracting firm 
operated with a Japanese subsidiary in 
Hong Kong. 

All the firms have a parent company and 
they maintain some agreements with them. 
These agreements include providing them 
with raw materials, equipment and other 
supplies; extending technical service, and 
hiring managerial staff and technicians to 
the account of the parent company. 

Level of Operations: The survey of enter¬ 
prises did not succeed in obtaining direct in¬ 
formation on capacity utilisation and only 
managed to obtain data on days of opera¬ 
tion per month and number of shifts per day. 
Of the 8 firms which supplied information, 
four declared that they operated 26 days per 
month and another four operated 27-30 days 
per month. All the firms are operated on a 
single shift basis with frequent overtime. The 
average hours per shi.fi is II hours. 

Marketing Arrangements: The main con¬ 
cept of processing arrangement is the expor¬ 


tation of all production. Finished products 
of the firms in the rone are usually delivered 
at the factory gate and trucked across the 
border by container vans dispatched from 
the parent company in Hong Kong. The 
C'hmc.se partners are responsible for process¬ 
ing the raw materials only, marketing of the 
finished products is exclusively left to the 
parent company in Hong Kong. Several 
firms revealed the markets of their products, 
which span the world, including Australia, 
Canada, South America, south-east Asia 
and the United States. 

Value Added: As indicated earlier, the 
enterprises within the zone fall neither 
within the category of sole ownership ven¬ 
ture nor in t)ie category of processing 
arrangement as defined by the Chinese 
authority. Both parties keep separate ac¬ 
counts which differ entirely from that of any 
other forms of industrial organisations. On 
the Chinese side, items such as cost of in¬ 
puts, depreciation of equipment, or gross 
value of output never enter the account. On 
the other hand, the Hong Kong investors 
simply refused to provide any information 
on the operation of their firms. Therefore 
it is extremely difficult to obtain complete 
and reliable data on the operating accounts 
of firin.s. By the courtesy of the Buji Joint 
Corporation, however, data are obtained on 
value added for a number of firms in 1985. 

These firms span all the industry groups 
present in the zone, they also vary greatly 
in terms of the number of employed. Thble 3 
shows that value added per worker ranged 
from HK $ 5,000 to HK S 9,700. Such a big 
difference is mainly attributed to the varied 
market demands for the products manufac¬ 
tured by the firms. Firm A is a mandfacturer 
of kerosine stoves, which'enjoyed a ready 
market in south-east Asia. A continuous in¬ 
flow of orders in 1985 enabled the workers 
in the firm to secure the highest per capita 
value added among the five firms listed, in 
Thble 3. On the other hand, firm E had 
less fortunate, as the demand for its toys ip 
Hong Kong was sluggish in that year. This 


reflects the vulnerability of EPZ industries 
to international market fluctuations. 

A breakdown on the gross value of finish¬ 
ed products is not available, therefore it is 
difficult to assess the proportion of 
valueadded per worker to the gross value of 
output. However, the ratio is unlikely to vary 
high when taking into account the high im¬ 
port content of inputs, and the cost of in¬ 
frastructure development and utilities incur¬ 
red by the Joint Corporation. 

Empioyment and Wages 

Table 4 analyses the distribution of the 
workforce in the zone as of August 31, 1986 
by categories of employment and by in¬ 
dustrial sectors. The table is subject to one 
qualification. I n considering the distribution 
of the workforce between industrial sectors, 
consideration must be given to the fact that 
many pf the 14 firms covered by the tabic 
were continuing at capacity with the full 
complement of employees. Nevertheless, the 
table provides a fair indication of the 
position. 

The tabic indicates that the total employ¬ 
ment generated by the 14 projects in opera¬ 
tion as of August 31, 1986 amounted to 
9,145. In terms of employment therefore, the 
impact of the e^blishment of the zone has 
been quite impressive. The garment and tex¬ 
tiles combined provided employment to a 
great majority of the worjtforce, 62 per cent, 
followed by toys-making projects, 25 per 
cent. This is mainly due to the fact that all 
the firms in the zone are labour-intensive in 
their production process. 

As has been observed in the EPZs of oth'er 
Asian countries, the predominance of 
females in the workforce is noticeable. 
Eighty-ithrec per cent of the employees in the 
zone are females. This phenomenon has 
been attributed to the generally exploitative 
conditions which prevail in EPZs or as 
evidence of gender exploitation. In fact, this 
high predominance reflects the interaction 
of two factors. Firstly, female workers are 


TABtr 3: Vaiue Added Per Worker in Selected Firms in 1985 





Firm 



A 

B 

C 

D 

E 

Value added per worker (HK S) 

9,730 

9,690 

6,520 

6.340 

5,050 

No of workers 

45 

1,320 

45 

1,880 

660 

Source: Supplied by the Buji Joint 

Corporation. 





Table 4: Empioyment in the Bl'JI EPZ as oe August 31, 1986 


Industry 

No of Firms 

Female 

Male 


Total 

Garments 

4 

4,100 

720 


4,820 

Textiles 

I 

580 

250 


830 

Toys 

4 

1,850 

400 


2.250 

Electronics 

1 

540 

20 


560 

Metal fabricated products 

2 

— 

120 


120 

Chinese herbs processing 

1 

45 

20 


65 

Watch assembling 

1 

455 

45 


500 

Total 

14 

7,570 

1,575 


9,145 


Source: Supplied by the Buji Joint Corporation. 
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likely to be more uneneble to discipline and 
control and are less demanding regarding 
conditions of work than a male workforce. 
In thi| connection, it is significant that the 
mgjority of the female employed in the zone 
ar?^ unmarried and below 24 years of age. 

The second factor relevant in this connec¬ 
tion is that the maiority of the work provided 
by the firms involve a purely assembly-type 
operation which is monotonous and repeti¬ 
tive and requires dexterity; rather than the at¬ 
tributes associated with a male workforce. 
The table in fact reveals considerable varia¬ 
tion in the ratio of women employed in fac¬ 
tories as between industrial sectors. The elec¬ 
tronics industry, forinstance, where nimble 
finger is a requirement and which therefore 
has traditionally been dominated by women 
is made up of 96 per cent of women. As 
against this, the metal fabricated products 
group of industries has 100 per cent male 


Tabll 5: Distribution of Workfrs by 
Agf and Se.\ 

(Per cent) 


Age 

Female 

Male 

Total 

Below 18 

7 


6 

18-20 

61 

36 

58 

21-23 ' 

29 

42 

31 

24-27 

2 

17 

4 

Above 27 

1 

5 

I 

No in sample 

287 

36 

323 

Average age 

20 

22 

20 

Source: Sample Survey of Workers. 


Table 6: Distribution oi Workers by 

Father's OrruPATioN 


Occupation 


No Per Cent 

Farmers 


217 

67 

Workers 


46 

14 

School teachers 

30 

9 

Pedlars 


22 

7 

Others 


8 

3 

Source: Sample Survey of Workers. 


Table 7: Distribution of Workfrs by 


Household Size 


Size of Household to 

Per Cent 

which Workers Belong 

of Workers 

Below 3 



2 

3-5 



15 

6-8 



56 

9-11 



19 

Above 11 



8 


Source: Sample Survey of Workers. 


concentration although no skills other than 
machine minding is required of the work¬ 
force. 

Age and Sex Composition: Thblc 5 sum¬ 
marises the position as regards the age and 
sex distribution of the workforce as revealed 
by the sample survey. Data from the Joint 
Corporation shows that 83 per cent of the 
workers in the zone are females. In the sam¬ 
ple survey, however, male workers were 
under-represented because many workers in 
the male-dominated factories were reluctant 
to submit questionnaires. As indicated in the 
table, the proportion of females in the sam¬ 
ple is 89 per cent. This bias in the sample 
should be borne in mind in interpreting 
some of the findings relating to averages for 
the workforce as a whole (e g, wages and 
earnings). It should not, however, affect the 
finding relating separately to male and 
female workers 

''■■om the survey data it emerges that the 
majority of the workforce in the zone are 
young; almost 64 per cent of all workers are 
20 years or younger and 95 per cent are 23 
or less. The female workers on the whole 
tend to be younger but the differences in the 
age structure between the sexes arc not very 
pronounced 

Famiiy Background of Workers: Con¬ 
sideration of the occupation of the workers' 
fathers indicates the socio-economic groups 
from which they are most likely to come. The 
majority of the fathers, 76 per cent, are 
engaged in the agricultural .sector, while 
another. 14 pci cent of them are manual 
workers, skilled or semi-skilled, in the state- 
run or rural enterprises. 9 per cent of the 
workers have fathers teaching at rural 
schools, with another 7 per cent whose 
fathers are self-employed in the prdling 
busine.ss. As might be expected, almost no 
workers come from families where the father 
is a government official. 

A striking characteristic of the woticers in 
the zone is the high proportion of migrants. 
Of the 323 workers in the sample, 87 per cent 
had migrated to Buji. Only 13 per cent were 
born in the local county. According to the 
zone authority, the famiiy locations of these 
migrants are spread over U provinces in the 
county, the majority of them, however, were 
from other counties within Guangdong pro¬ 
vince. All the workers live in the dormitories 
provided by the zone authority for which 
they pay a 3 yuan rent every mpnth. A 
twenty .square metre room normally houses 
12 to 16 workers. 

Some information was also obtained on 
the household characteristics of workers. It 
is of rnterest to note that 94 per cent of the 


■ 

workers claimed that they are not the sole 4.| 
earners in their households. If we combine 
this with the observation that the'majority | 
of workers are young and unmarried, we are ''l 
left with the presumption that most of the 
workers are secondary workers. This is to a | 
large extent confirmed by the data on the 
household characteristics of workers. Only ^ 

2 per cent of the workers belong to house¬ 
holds which have three members or less, file '■ 
majority of them have 6 to 8 membere in the ; 
households. 

Recruitment: The process by which the 
sampled workers joined the industrial labour 
force suggests that the creation of these par* ;i 
ticular types of jobs has helped transfer the • 
surplus labour in rural areas to industrial 
employment without putting pressure on 
urban facilities. According to the zone 
authority, the minimum age requirement is 
16 years, and firms within the zone are given 
the right to hire and fire workers at their own 
discretion. 

Information was obtained on how the job 
market functioned. The typical scenario is 
that a friend or lyilative had told them thaf 
factory X was looking for workers and had 
encouraged them to go and sec. As revealed 
in the sample survey, 75 per cent of the 
workers found their current employment 
through the contacts of their relatives or 
friends. 18 per cent found their jobs through 
newspaper advertisement, only 7 per cent 
through the arrangemenzof their hometoSvn 
government which maintained contact with 
the Buji Joint Corporation. 

Recruited workers are required to sign a 
labour contract with the firm on an indi¬ 
vidual basis. The three-page standard con¬ 
tract includes clauses regarding the term of 
employment, wage, awards, punishment, 
dismissal and resignation. The workers are 
also required to pay a 60 yuan earnest 
money. 1 f he or she leaves the factory before 
the labour contract expires, the earnest 
money will not be refunded. Despite this, the 
turnover rate is high in most of the firms in 
the zone.* Data collected from five firms in 
t he zone indicated an average rate of 23 per 
cent. An important factor accounting for 
this phenomenon has been the Iqw wage rate 
in relation to the high intensity of work. We 
will address the problem in some detail later 
on when exami ning the working hours of the 
workers in the zone. 

Reasons for Working: The reasons why ' 
these workers take up employment in the 
zone are both social and financial. When in¬ 
terviewees were asked why they came to work 
in the zone factories, social considerations 
predominated (see "Rtble 9). “To see the 
world” is by far the most frequently men- 
tinned reason. As a special zone, Shenzhen ' 
is said to be a “second Hong Kong” and a 
“land of fortune’’. Muiiy rural youths are ex- .' ,] 
cited by the idea of experiecoing the alleged * 
“Hong Kong life style” in Shenzhen. It is 
for this reason that rural youths Hocked to 
take up employment in the outskirts of the 
Shenzhen SEZ, as the government migration , v 


Table 8; Labour Turnover in StLFctEO Firms in 1986 





Firm 



Weighted 


A 

B 

C 

D 

E 

Average 

Turnover 

45.5 

36.1 

20.8 

16.0 

4.2 

22 7 


Source: Survey of Firms in the Zone. 
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policy barred them from the possibility of 
fatting a job within 'the Shenzhen SEZ. 

A second reason most frequently cited by 
the WOTkers is to acquire some skills which 
might enable them to earn a living outside 
of agriculture This is understandable as life 
in the Chinese countryside is usually harsher 
and poorer than that in the ilTban regions. 

Money for family and for their personal 
use are mentioned as a reason for working 
by one-third of the workers, mainly by those 
firam the rural families with 6-8 members. 
The household responsibility system has 
substantially increased agricultural produc¬ 
tivity, thus reducing the demknd for labour 
in agriculture. If these workers stayed at 
home, they would have to crowd on the 
limited allMted land with other members of 
the family.* By seeking industrial employ¬ 
ment elsewhere, they would be able to sup¬ 
port themselves and even bring certain 
amount of remittance to their families. A 
considerable proportion of the workers also 
reported that they came to working in the 
zone in order to save some monqy for their 
wedding. ^ 

Education and Experience: Ikbles 10 and 
11 provide information on the educational 
qu^fiCations and the experience of the pro¬ 
duction workers in the zone, it can be seen 
from Ikble 10 that the educational qualifica¬ 
tion of the workers is relatively high in reia- 


Table9: Reasons loK Workino 


Reasons 

No 

Per Cent* 

To see the world 

234 

72 

lb d{:quire skills 

224 

69 

Money for family 

124 

38 

Money for self 

107 

33 

Harsh family discipline 

19 

6 

Other 

• 

39 

9 


Note. * Total exceeds 100 per cent because of 
multiple replies. 

Source: Sample Survey of Workers. 


Table 10: Educationai Qoai ii k ations 
OF Workers 

(Prr Certt) 


Education 

Female 

Male 

Total 

Primary 

4 

8 

5 

Secondary 

70 

45 

67 

Post-secondary 

26 

47 

28 


Source: Sample Survey of Workers. 


Table 11: Previous Occupai ion 

iPer Cent) 


Previous Female Male Total 

Occupation 


Not worked previously 

33 

* 

25 

32 

Factory workers 

36 

50 

38 

l%rmers 

17 

11 

16 

Wuting'for job 

14 

14 

14 


Seiurce. Sample Survey of Workers. 


Table 12: Previous and Current Income of Workers 

(Kron) 


Previous 

Income 


Female 



Mate 



Total 


Per 

Cent 

Previous 

Income 

Average 

Current 

Income 

Average 

Per 

Cent 

Previous 

Income 

Average 

Current 

Income 

Average 

Per 

Cent 

Previous 

Income 

Average 

Current 

Income 

Average 

Below 70 

24 

69 

149 

17 

67 

187 

23 

68 

153 

70-90 

35 

82 

144 

— 

— 

— 

30 

82 

145 

91-110 

27 

102 

137 

11 

100 

225 

25 

102 

151 

111-130 

3 

123 

137 

11 

120 

133 

4 

123 ■ 

136 

131-150 

9 

143 

144 

33 

146 

140 

12 

144 

343 

Above 150 

2 

192 

148 

28 

208 

158 

6 

196 

150 

No in sgmple 

104 



18 



122 


Average income 









(weighted) 


90 

.140 


142 

162 


100 

148 


Source: Sample Survey of Workers. 


tion to the type of jobs they hold. Five per 
cent of the workers had some form of 
primary schooling, while 67 per cent had 
completed secondary education. Another 28 
per cent have attended high schools. 

In terms of previous occupation, the ma¬ 
jority of the workers were school leavers who 
were new to the labour market. In Table II, 
the term “waiting for job” is a Chinese 
euphemism for being “unemployed”,- refer¬ 
ring to those who failed to secure a job upon 
leaving school. Due to massive agricultural 
underemployment and scarce industrial 
emioyment opportunities in rural China,'* 
it is no surprise that 14 per cent of the 
production workers reported to have been 
“waiting for job” for some time before fin¬ 
ding their way to the zone. Combined with 
those who went to the zone straight from 
school, the “first timers” comprise 46 per 
cent of the workforce. 

Of the 38 per cent who reported previous 
working etperience; almost all of them came 
from neighbouring factories within the zone 
or from other EPZs. This is confirmed by 
the high labour turnover rate in the zone. 
The average monthly income of these 
workers was 100 yuan in their previous job 
whereas their enrrent average monthly in¬ 
come is 148 yuan (see Ihble 12). A number 
of workers interviewed reported that they' 
shifted their jobs because the factories they 
previously worked kt had shut down. How¬ 
ever, it appears that, in general, there is a 
significant income gain for thcM workers by 
moving to the current job. This would ^ 
true in spite of the fact that the comparism 
is in terms of money and not real incomes. 
This is because the vast majority of.the 
workers have been employed for less than 
2 yean in the zone and allowing for increases 
in the cost of living over the period, this 
would leave current incomes higher than 
previous incomes 4’or all except for those 
with previous income over 100 yuan per 
month. The latter group only constitutes 8 
per cent of the workers surveyed. 

iVagey. There are two types of wage 
systlm prevailing in the firms within the 
zone. Ibn firms adopt the piece-rate system. 


while another 4 pay the workers on a fixed- 
rate basis. The basic wage rates prescribed 
by the firms adopting the fixed wage system 
are uniform as follows: Trainees: 60 yuan per 
month; Unskilled: 90 yuan per month; Semi¬ 
skilled: 120 yuan per month; Skilled workers: 
14S yuan per month. 

Interviews with some of the firms intj^catc 
(hat ad have incentive scheme based on at¬ 
tendance or work norm. However, no ac¬ 
curate assessment of the impact could be 
made. Availability of overtime work appears 
to vary from firm to firm, and from season 
to season as well. Overtime pay is uniform 
within the zone, that is, for every hours of 
overtime work, a worker could receive an ad¬ 
ditional pay of HK $ 1 in foreign exchange 

Data on total earnings per month are ob¬ 
tained from the sample survey. The distribu¬ 
tion of earnings of these workers shows that 
75 per cent of them earn between 100 and 
175 yuan p^r month. The average monthly 
income pf all workers is 156 yuan. The 
sampled male workers earn 23 yuan more 
than the female workers. Much of the dif¬ 
ference might be explained by the fact that 
in the sample there was a higher proportion 
of female workers who were trainees and a 
higher proportion of male workers who were 
semi-skill^ or skilled. 

The earnings of workers in the Buji EF^ 
appear to be high in comparisoi' with the 
average earnings of manufacturing workers 
elsewhere in the country. As shown in 
'Ihble 14, the average monthly income of 
workersTn the Buji EPZ is substantially 
higher than that of manufacturing workers 
in the major cities of the country except that 
of workers in the state-run enterprises in 
Shenzhen, where the Wage level ranks first 
in the country. 

' This conclusion needs, however, to be 
qualified by two considerations. First, while 
the nominal earnings of the Buji zone 
workers appear to be* relatively high, there 
are strong indications that the cost of livjng 
in the zone is also high. The prices of daily 
necessities such as food and clothes are way 
above that in other areas of the country. 
Local stores ate filled with imported non- 
durables like Pepsi-Coia, Marlboro and 



Remy-Martin wines. The “demonstration ef¬ 
fect” of foreign consumption pattern seems 
to have had a negative impact of the real 
incomes of the zone workers. A second fac¬ 
tor that needs to be considered is the high 
intensity of work in the zone factories. An 
examination of the week working hours in' 
the zone will provide some information in 
this respect 

Working Hours-. An important aspect of 
labour conditions in export processing zones 
IS the intensity of work. Long hours and a 
punishing pace of work are held by some 
observers to be a characteristic aspect of 
labour conditon in EPZs. The situation in 
Buji provides further evidence to this 
observation. 

In eight of the fourteen firms, only two 
firms reported a six-day, forty-cight-hour 
work week, while the hours worked per week 
in other firms ranged from 54 to 77. l or 
many firms in the zone, the standard work- 
|| ing day vary between 9 and 11 hours, plus 
2-3 hours of overtime. 

Information on weekly working hours ob¬ 
tained from firms can also be cross-checked 
by the responses ot workers. A lormidable 
picture emerges from the data presented in 
(able 15; The average number of hours 
worketj per week is 68, and 43 per cent of 
the workers work between 71-80 hours pei 
week. The Buji zone workers might have the 
longest weekly working hours among the 
Asian F.PZs lor which relevant data are 
available." In many zone factories, over¬ 
time work IS compulsory. Those who refuse 
10 work overtime get penalised by “dement 
points” which reduce their wage increments 
or face the risk of dismissal. Some workers 
expressed their anger in the questionnaires 
with remarks like “We want our Sundays 
back!” or “there is no such thing as a holi¬ 
day here!” However, a considerable propor¬ 
tion of the workers interviewed by the author 
indicated their willingness to work overtime 
because of the opportunity to earn, addi¬ 
tional income, provided that “the extra work 
hours each day arc not too long”. 

Apart from long working hours, the zone 
workers usually have to work at an inten¬ 
sive pace. “In the assembly operations, there 
is evidence to suggest that a more stable 
workforce would not maintain the pace of 
work. That is, to some degree, the young 
workers are ‘burnt out’ by the inherent 
monotony and adverse conditions. In the 
absence of a very rapid turnover and the 
young age of the labour force, companies 
would be unable to maintain the high 
pacc!’'^ It is no wonder that many workers 
reported to have suffered from a variety of 
physical disorders associated with high in¬ 
tensity of work. 

The exploitation of workers by Hong 
Kong investors through long hours and high 
intensity of work has lately come to draw 
the attention of the county government of 
I Bao’an. In a circular issued in September 
1986, the county government called for the 
factories in the EPZs to “pul overtime work 
under control, and observe the country-wide 


eight-hour workday practice.” “When over¬ 
time work IS urgently needed, permission 
must be obtained in advance from the 
department in charge of the enterprise or 
from the official who is responsible for in¬ 
dustrial affairs in the qu(districl) or xiang 
government. The ma 2 ;imum hours ot over¬ 
time shall not exceed 3 hours each time, and 
overtime pay shall be calculated starting 
Irom the ninth hour of normal work”” 
However, in the absence of an enforcement 
body, it is unlikely that the firms in the EPZ 
will respond to the calls of the county 
government to reduce the working hours of 
the workers. 

Fringe Benefits: The fringe benefits pro¬ 
vided by the firms appear to be uniform in 
the zone. The following benefits arc available 
to a factory employee in the zone: 
—Provision of living accommodation at 6 
yuan a month (inclusive of water and elec¬ 
tricity bills). 

—.Subsidised canteen The three meals at the 
zone canteens cost 1.8 yuan a day, of 
which 1 yuan is s*ibsidised by the 
employci 

— f ree medical care Upon .submission of 1 
yuan coniiibution per month, a worker is 
entitled to free medical care and supplies. 
In case of hospnalisation, 50 per cent of 
the expenses iiicuried will be credited to 
the accoiiiii of the employer. 

—tree tianspoitation to home and back to 
factory during the traditional Spring 
bestival and Mid-autumn Festival. As 87 
per cent ol the workers aie unmarried 
young niigiants from other counties and 
provinces, the transportation expenses 
thus inclined to the employers arc con¬ 
siderable. During the Spring Festival of 
l'^86 alone, such expenses totalled 4,00,0(X) 
yuan, or 66 yuan per worker. 

Job Satisfaction and Dissatisfaction: 
Workers were asked whether they weie 
satisfied, ot dissatisfied with their work in 
the zone and were then asked to explain their 
reasons. This question was left completely 
open in ordei to minimise bias and find out 
which aspect were important to them. 

Despite the harsh working conditions in 
the zone factories, 64 per cent of the workers 
said they were satisfied, while 36 per cent 
said they were dissatisfied. For these satisfied 
workers, cordial relations with co-woikers is 
an important reason foi satisfaction. 

Job interest is another reason given for 
satisfaction. This is rather unexpected a 
result, given the routine nature of the 
workers’ tasks. In England studies of textile 
workers and electronics workers report that 
boredom is one of the main reasons for 
workers’ dissatisfaction. However, in Puer¬ 
to Rico and Sri Lanka, very few workers 
complained about this, and women workers 
even expressed a preference for repetitive 
operations.” It is likely that in developing 
countries people a'e more concerned with 
the problem of survival, and therefore, the 
expectation that one’s task should be in¬ 
teresting is not as prevalent as in industrialis¬ 
ed countries. 


A further source of job satisfaction in 
some cases is the fringe benefits provided 
by the employer. Many workers are parti¬ 
cularly happy about the collective birthday 
party the factory held elch month for those 
who were born during the same month. 

The major source of workers’ dissatisfac¬ 
tion is fatigue: workers are exhausted from 
standing up and from the effort of working 
long hours. Many firms work seven days a 
week, eleven hours a day. In certain seasons 
when orders are heavy, the hours of work 
could be even longer. Some workers men¬ 
tioned symptoms such as feeling faint, 
backache, and palpitations. According to a 
doctor working in the zone clinic, many 
women workers suffered from irregular 


Txbif 13- Mon run Earninc.s 
(Ini lUDiNi. OvtRiiMh Pay) 

{Per Cent) 


Earnings 
(RMB Yuan) 

Ecrnale 

Male 

Total 

Below 99 

8 

2 

7 

100-124 

24 

14 

22 

125-149 

24 

28 

25 

150-174 

25 

22 

25 

175-199 

8 

II 

9 

200-224 

5 

6 

5 

225-249 

3 

6 

3 

250-274 

2 

2 

2 

275-299 

— 

— 

— 

Above 300 

1 

9 

2 

Avciage earnings 

151 

174 

156 


Source- Sample Survey ol Workers. 


Table 14: Wall Comi'akison oi 
MANULAl TURINti WORKFRS IN CHINA, 1984 
(RMB Yuan) 


In .State-Run 
Enterprises 

In Collective- 
run Enterprises 

Beijmg 

93 

72 

Shanghai 

97 •' 

74 

Tianjin 

93 

74 

Guangzhou 

115 

94 

Shenzhen 

195 

126 

Buji* 

— 

156 


Note: • Figure for 1986. 

Source: State Statistical Bureau, Statistical 
Yearbook of Chinese Cities for 1985, 
(Beijing, 1985) pp 483-489. 

Sample Survey of Workers.|n Buji. 


Tabip 15; Hours Workld Per Week 

(Per Cent) 


Hours 

Female 

Male 

Total 

Below 48 

2 


1 

48-50 

2 

— 

2 

51-60 

22 

17 

22 

61-70 

28 

22 

27 

71-80 

41 

56 

43 

Above 80 

5 

5 

5 

.Xverage hours 

67 

71 

68 


Source-. Sample Survey of Workers. 
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menstruation because of the intensity of 
work. 

After fatigue, the other main complaints 
of workers are related to pay and hours of 
work. To keep workers working overtime, 
many firms adopt compulsory measures, 
which include the deduction of one day’s pay 
if the worker is absent from the overtime 
work without good excuse. 

In considering the pattern of motivation 
it should be borne in mind that the majority 
of workers are single and see working the 
zone as temporary phase in their lives When 
asked what they intended to do when then 
contracts with the factory expired, only II 
per cent of the workers said they plan to 
renew their contract; 14 per cent would like 
to return to their, hometown to seek new 
jobs, and the remaining 75 per cent either 
did not know or said it would depend on the 
situation then pres’ailing. Thus, commitment 
to working is not veiy great and according¬ 
ly expectations are not high. This partly ex¬ 
plains the high turnovci rates in the /one. 

Summary 

As of August 1986, the total expenditure 
incurred in the development of the Buji EP7. 
amounted to 20 million yuan, the bulk of 
it came from bank loans. The tneentives and 
facilities made available to investors compare 
favourably with similar packages in the 
Shenzhen SEZ. 

As a result, the 24-hcctare zone has been 
fully occupied by the 14 firms from Hong 
Kong under processing arrangement with the 
zone authority. The protects in the /one are 
all the subcontracting type of investment. 
The firms have all theii inputs imported 
from abroad, with no special skills in the 
manufacturing processes. Thetefore, they 
have little backward and forward linkages 
with the domestic economy. 

Such industries are, however, labour- 
intensive and this characteristic is reflected 
in the impressive number of new jobs 
generated in the zone. As of August 1986, 
about 9,200 workers were employed in the 
zone factories. The majority of the jobs 
created do not result in the iransfei or ac¬ 
quisition of any important skills by the 
workforce. They mainly involve basic opera¬ 
tions such as sewing, or simple assembling. 
Undoubtedly, however, employment in the 
zone introduces the young and inexperienced 
workers to disciplines of regular factory 
work. Moreover. local management staff 
and local collaborators are likely to benefit 
fromfheir a.s$ociation with foreign manage¬ 
ment and expertise. 

As regards the characteristics of workers, 
the majority of them are young, unmarried 
migrants from the rural areas. 95 per cent 
of the workforce are less than 23 years of 
age, while 46 per cent of them are new to 
the labour market. This concentration of 
young workers is probably related to the 
nature of industries m the zone. The majori¬ 
ty of the jobs offered are of the assembly- 
type and require no major skills. Hence, they 


do little to upgrade the workforce. 

A striking feature of the working condi¬ 
tions in the zone is the intensity of work. 
Workers in the Buji EPZ have probably the 
longest working hours among all the EPZs 
in the world They work an average of 68 
houis per week. The high intensity of work 
is also confirmed by the fact that 41 per cent 
of the workers placed fatigue as their 
number one complaint. 

Disregarding the long working hours, ear¬ 
nings of the workers in the zone compare 
favourably with those outside the /one. Most 
of the workers have an average monthly in¬ 
come comparable to that of the uiban 
manufacturing workers in the majoi cities 
of China. However, the turnover rate in the 
/one is high, partly because mans workers 
regard woiking in the /one as a leinporars 
phase in then lilc. 

Ill 

An .A>ssessnu*iit 

As mentioned in chapter one, the Chinese 
government had the following obieciises m 
mind when it announced the cstablishniem 
of the special economic /ones; 

--the altiaction ol foreign technology and 
management skills to C4una, 

—the increa.se of foreign exchange eainings, 
—the creation of employment opportunities, 
—the stimulation of economic growth in less 
developed legions of the country. 

The above reasons for establishing the 
special economic zones and the benefits they 
imply provide a convenient framewoik for 
assessing the perfoi niance ol the Buji EPZ 
and the other fifteen EPZs in Bao'an coun¬ 
ty. An interim esaluation can be made under 
several headings. 

Technokk.y Transier 

The introduction of advanced technology 
has been an important consideration for 
China to establish the special economic 
zones. In premier Zhao Ziyang's words, the 
.SEZs should “bring in advanced foreign 
technology, equipment, and management 
and operations methods, absorb and digest 
them, apply them in innovations; and 
transfer them to the interior of the coun¬ 
try’’.'' In other words, the SEZs are ex¬ 
pected to bring in foreign technology and 
managemen't know-how, and diffuse them 
to other parts of the country. The 
achievements of Bao’an’s EPZs in this 
respect, however, have been quite limited. 

As can be seen in the case of Buji, in¬ 
vestors in Bao’an EPZs are mostly from 
Hong Kong. It is necessary to point out that 
Hong Kong’s contribution to technology 
transfer to China is limited by the age of its 
technology. This is because Hong Kong is 
not an original innovator, and its techno¬ 
logical level lags behind that of western in¬ 
dustrialised nations. Furthermore, most 
Hong Kong enterprises are small in size, and 
adaptable to market changes by employing 
labour-intensive techniques. Much of the 


machinery and equipment transferted to 
Bao’an in connection with EPZ has been 
taken from industries which are being phas¬ 
ed out in Hong Kong. This is also confirmed 
by Chai’s survey findings that, in most of 
the Hong Kong firms surveyed, the techno¬ 
logy embodied in the machinery and equip¬ 
ment transferred to China was rated as “in¬ 
termediate;’and in some cases was even 
regarded as out-of-date.’’ In one, perhaps 
rare, instance a piece of leather-processing 
machinery brought into Shenzhen was later 
found to have actually been made in China 
in the 1950s."* 

The poor performance of EPZ in terms 
of technology transfer is common to almost 
ail the Asian EPZs. rhi.y is caused by the 
very structure of production in these zones. 
A great majority of the zone enterprises de¬ 
pend mainly on cheap labour to manufac¬ 
ture their products, wiih operations generally 
confined to lechnically simple assembly or 
packaging work. Industries such as garments, 
electronics and textiles account for a high 
peiccmagc of total investment, employment, 
luiniber of lirms oi value ol production in 
practically all EPZs. Eoi instance, they ac¬ 
count lor over 95 per cent of the loial In¬ 
vestment in Indoncsia’.s pilot zone and in Sri 
1 anka’s Katunayakc Investment Promotion 
Zone, 75 per cenlTii Taiwan’s EPZs, and 64 
pei cent m the Masan Free Export Zone in 
South Korea.''' The predominance of 
assembly proces.ses and lack of complex pro¬ 
duction processes, absence of local research 
and development rules out the possibility of 
any significant transfer of technology. It is 
for this leasoii that critics have termed the 
EPZ industries as “dead end” industries. 
They contribute little to the shaping of 
future industrial structure, being essentially 
the transplantation of isolated processes of 
whole production systems and the simple. 


Tabli 16: Reasons for SAriSFAcriON 


Reasons 

No 

Per Cent* 

Relation with others 

154 

48 

Job interest 

III 

34 

Fringe benefits 

105 

32 

Job easy 

92 

28 

Job not tiling 

63 

20 

Wage good 

28 

9 

Note- • Total exceeds 100 per cent because of 

multiple replies. 



Source: Sample Survey of Workers. 

Tablf 17: Reasons for Dissatisfaction 

Reasons 

No 

Per Cent* 

Fatigue 

133 

41 

Wages 

122 

38 

Supervision 

84 

26 

Working condition 

66 

20 

Job difficult 

50 

15 

Note. * Tbuil exceeds-100 per cent because of 


multiple replies. 

Source: Sample Survey of Workers. 
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low-level technologies embodied in them. 
Furthermore, the low level of technology 
also implies that there is limited potential 
for the transfer of technology or for con¬ 
tributing to skill formation of the labour 
force. The latter is borne out by the fact that 
the majority of jobs are unskilled ones or 
those requiring very limited skills and 
characterised by a very short learning curve. 
7 he.se are then also “dead end” jobs which 
offer no longer term career or advancement 
for the workers. 

It then may be concluded that the nature 
of the production processes in export pro¬ 
cessing zones inhibits the transfer ot advanc¬ 
ed technology. The experiences of the Buji 
EPZ and the EPZs in other Asian countries 
and regions have all demonstrated that El’Z 
IS not an ideal instrument for technology 
transfer. 

FORI.IGN EXC HANt.t EaRNINC.S 

Foreign exchange generation is another 
important gain expected by the government 
from operating export processing business. 
At first glance, the pcrfoi mance of Buji and 
I he other EPZs in Bao'an county has been 
quite impressive. Table 18 piovides data on 
the growth of the county’s processing earn¬ 
ings over the years and the position of Buji 
m this respect. It can be seen that the coun¬ 
try’s foreign exchange earnings from export 
processing were $ 5.8 million back in 1982, 
when massive infrastructure development 
programmes were just under way m the 16 
EPZs. In 1986, however, processing earnings 
of the county had increased to $ 45 million, 
with an average annual rate of 67 con¬ 
tributed by the Buji EPZ During the same 
period, foreign exchange earnings ol Buji 
EPZ rose at an average rate of 174 per cent 
a year. In 1982, Buji earned only 4 per cent 
of Bao’an’s foreign exchange; by 1986, 31 per 
cent of Bao’an's foreign exchange had come 
from the Buji EPZ. 

The above figures on export earnings, 
however, do not suffice to show that the 


Tabi.f 18: Processing Earnings or Bao’an 
County and thf Share of Buji, 1982-86 
(In million US dollars) 


Year 

Bao’an 

Buji 

Earnings* 

Index 

Earnings" 

Index 

1982 

5.8 

100 

0.25 

100 

1983 

9.5 

164 

0.31 

120 

1984 

17.6 

303 

1.46 

584 

1985 

24.7 

426 

5.56 

2,224 

1986 

45.0' 

776 

14.10" 

5,640 


Sources: a Data of processing earnings for 
Bao’an from 1982 to 1985 were sup¬ 
plied by the Planning Commission 
of Bao’an People’s government, 
b Figures up to 1M5 were supplied by 
Buji Joint Corporation, 
c Shenzhen Special Zone Daily, 
Fdiruary 13, 1987, 
i Shenzhen Special Zone Daily, 
BAruary 9, 1987. 


Table 19: Statement of Actuai Oferations of the Buji EPZ, 1982-85* 


Gross Income 

1982 

1983 

1984 

1985 

Gross income 

1.079 

1,451 

4,631 

16,949 

less operating expenses 

Salaries of employees 

369 

469 

2.004 

8,112 

Power expenses 

323 

567 

1,471 

3,629 

Medicare contribution 

3 

3 

2 

254 

Depreciation of buildings 

79 

130 

687 

1,876 

Wellare fund 

— 

— 

132 

525 

Other expenses 

127 

157 

502 

2,393 

Total operating expenses 

901 

1,326 

4,798 

16,789 

Net profit (loss) 

178 

125 

-185 

’160 

Government bonus on FE earned* 

302 

194 

1,094 

3,528 

Total profit 

480 

319 

900 

3,688 


Notes: • Computed on a fiscal year basis. 

a To encourage the interest of local authorities in export processing, the Chinese govern¬ 
ment introduced a comprehensive incentive programme. One such incentive is called 
‘the bonus on foreign exchange earned; That is, the Bank of China offers a preferen¬ 
tial exchange rate (higher than the average rate) to local authorities when converting 
their foreign exchange earnings into RMB. 

Source: Supplied by the Buji Joint Corporation. 

EPZs in Bao’an have been successful in ear- to be taken into account is that arising from 

nmg hard curiency fot China. The direct and the concessions and incentives offered to 

indirect costs involved have to be taken into firms within the EPZ. The incentive package 

account when making the assessment. offered to investors in the zone includes tax 
Firstly, the dircci losi In the ca.se ol Buji exemption. The revenue foregone has to be 

EPZ, while certain amount of foreign ex- counted as cost, even though a precise 

change has been generated, the profitability calculation is not possible with available 

of the zone has been declining. As can be data. 

seen in Thble 19, despite the rapid increase In summary, the direct and indirect costs 
in gross income, the ratio of net profit to involved in promoting the Buji EPZ are like- 
gross income fell drastically between ly to overwhelm the gains in terms of export 
1982-1985. A clearer picture will emerge if earnings, 
we divide the foreign exchange earnings of 

Buji by the total operating expenses and EMi’tovMi Ni Cil Nt raiion 

government bonus on foreign exchange earn¬ 
ed. The RMB cost of earning a dollar’s r.mploymcnl creation is one of the ma- 
foreign exchange is much higher than the jot motivations of export processing zones, 
prevailing official exchange rales. The labour-intensive production processes 

Another direct cost incurred has been the in EPZ industries have a built-in tendency 
diiect investment in special infrastructure fot to create more employment than other types 
the EPZ. As the Buji EPZ is located away of investment. In Bao’an, export processing 
from established industrial centres, the cost industries employed 88,000 workers in 1986, 
of infrastructure development has been accounting for 73 per cent of the county’s 
substantial. As of August 1986, the total industrial labour'force. If one lakes into Re¬ 
investment in infrastructure for the zone count the additional amount of employment 
amounted to RMB 20 million yuan, this is indirectly generated by the establishment of 
equivalent to approximately 2,200 yuan per EPZs, the total number of jobs created may 

unit of direct employment created by the ex- well exceed 1,70,000.’" Given the ^ 

port processing firms in the zone. background of workers as reflected in the 

Apart from the above mentioned direct sample survey, most, though not all, of the 

costs there are also those incurred in terms industrial workers who arc employed in the j 

of subsidies implicit in the rates at which EPZs are workers who otherwise would .i 

land and factory sites are leased out and the cither be unemployed or employed in jobs 

pricing of utilities and other services made of low productivity. Thus, in terms of j 

available to zone enterprises. As mentioned employment, the EPZs represent a net gain . 

in chapter two, factory buildings in Buji EPZ to China, though their magnitude and -,'i 

are leased out at an artificially low rate of weight may be insignificant when compared 

FIK $ 5 per .square metre. Furthermore, to the national labour market, 

telecommunication, water and electricity An assessment solely in terms of the j 
bills of the zone enterprises are paid by number of jobs created is not enough, fot. •'>, 

the Buji Joint Corporation. As shown in there are certain characteristics of th< 4 

Ihble 19, between 1982 and 1985 water and employment situation that should be taken '' 7 

electricity bills accounted for approximately into consideration. While EF^s have sue- 

25 per cent of the toul operating expenses ceeded in creating jobs, many observerfc i| 

incurred to the zone authority. point out that the structure and characteri- 1 

Another imoortant cost item which has sties of employment in EPZs often result Jn' rl 
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'meagre and limited benefitt for workers and 
for the national economy.*’ Most of the 
employment created in EPZs is in low-paying 
assembly-type work which offers little op¬ 
portunity for skill upgrading or upward 
mobility. In some factories, particularly 
those making textile and garments, shop and 
1 working conditions are poor and present 
health hazards. There arc frequent com¬ 
plaints that workers' are “exploited" in 
"sweatshops” where they have to work ex¬ 
tremely hard tor long hours with inadequate 
rest periods and often on rotating shifts, for 
a pittance in wages which reflect neither their 
productivity nor the profitability of their 
work to employers. Their job tenure is in¬ 
secure and usually brief, and they are readily 
laid-off for minor infractions. In recessions 
of the world economy, as workers at the bot¬ 
tom of the industrial ladder, they are made 
to bear the brunt of world market adjust¬ 
ment with little if any compensation. 

The vast majority of workers in EPZs are 
-usually young, single woman and migrants 
from some other parts of the country. They 
tend to stay employed for a short time, giv¬ 
ing up work upon getting married and hav¬ 
ing children. This high rate of ‘voluntary’ 
turnover keeps wages and skill levels low, and 
the workforce generally young, inexperienc¬ 
ed and not committed to long-term indus- 
' trial employment. 

Table 20: Comparison ot rnc RMB Cost 
OF US Doi.i AR 


\fear RMB Cost of Official 

Earning a Dollar Exchange Rate’’ 
Biiji“ $l-RMB yuan 


1982 

4.81 

1.91 

19^3 

4.90 

1.97 

1984 

4.04 

2.32 

1985 

3.65 

3.91 


Sources: a Based on Ikble 3-1 and 3-2, and 
calculated with the formula: 
cost of earning a dollar - (total 
operating expenses -r government 
bonus on foreign exchange earn- 
ed)''processing earnings, 
b Stale Statistical Bureau, Siaiislical 
Yearbook of China for 1985, 
(Beijing, 1985) p 519. 


Table 21: STRorTiiRAi ChancpE.s in 
Baoan, 1978-85 


War 

GIAOV 
(in million 
yuan) 

Composition (Per Cent) 
Agriculture Industry 

1978 

120 

74 

26 

1979 

126 

75 

25 

1980 

122 

79 

21 

1981 

141 

76 

24 

1982 

215 

53 

47 

1983 

262 

48 

52 

E 1984 

497 

31 

69 

[ 1983 

656 

24 

76 


Sourer. Based on data supplied by the Plan¬ 
ning Commis^on of Bao'an People’s 
Government.. 




As wages tend to rise with seniority and 
learning curves are generally short, having 
a stable workforce would mean higher wage 
costs of little additional productivity to EPZ 
employers in the long-run. Therefore, they 
prefer to hire young women who have a 
‘natural’ high turnover rate, encouraged by 
persistent low wages and inferior working 
conditions, ^.abour-intensive export in¬ 
dustries are looking explicitly for a low-wage 
labour force which is nevertheless hardwork¬ 
ing, meticulous and manually dexterous, and 
they find it in the young women drawn from 
the countryside to factory work in the EPZs. 

Critics of EPZ employment structure 
usually stress the low wages and poor work¬ 
ing conditions of EPZ workers and propose 
to raise wages by adopting minimum 
employment standards.-' However, the 
feasibility of such proposals has to be cau¬ 
tioned. A country acting unilaterally cannot 
raise the cost of labour without risking the 
loss of jobs. The combination ol widespread 
competition among developing countiies to 
attract EPZs and the foot-loo.se nature of 
these industries would mean that a unilatcial 
attempt to raise wages may result in a reduc¬ 
tion of employment opportunities lor the 
rural unemployed. As Paul Streeten argued, 

.. there can be little doubt that the adop¬ 
ting of Western labour standards has damag¬ 
ed the development efforts of developing 
countries. . In pre-industrial societies with 
population increasing at 2-3 per cent per year 
and a large proportion of people of work¬ 
ing age without hope of a job, collective 
bargaining and minimum wages are most ir¬ 
responsible policies, aggravating social in¬ 
equality, unemployment and poverty. While 
parading as an implementation of human 
right, it is a flagrant denial of such a right 
to those outside the fortunate labour 
aristocracy who happen to have found a 
job.-’ 

Given the existing labour supply condi¬ 
tion in China, it may even be argued that 
the struaure of employment in the EPZs fits 
a particular need of a segment of the labour 
force not met by any other source of labour 
demand: the need for just such temporary 
employment for a rotating group of labour 
force participants who Rave few alternative, 
certainly few better alternative, employment 
prospects. 

The ‘revolving door’ aspect of this 
employment also means that the numbers 
who gain employment in the EPZs at some 
time or another are much greater than the 
.lumber of jobs available at any one time. 
1 his ‘sharing’ of employment among one of 
the lowest income groups in society can have 
positive income distributional consequences. 
Indeed, EPZ employment not only enables 
the previously unemployed rural youths to 
attain a standard of living well above the 
subsistence level, but also brings remittances 
to the homes of these workers. In Buji alone, 
total remittance of the zone workers to their 
families each month amounted to one 
million yuan in 1986.^* 

In summary, it can be concluded that the 
Bao’an EP2^ have been successful in gene¬ 


rating employment, though the number of 
jobs created is insignificant in the context 
of the nation’s total labour force. Despite an 
unstable employment structure due to the 
high percentage of female labour and 
vulnerability to world market forces, the 
revolving door aspect of EPZ employment 
has served the need of a particular segment 
of the labour force. However, to enhance the 
employment generating impact of EPZs, the 
government should also pay attention to the 
qualiiy of employment. Efforts have to be 
ntade to upgrade the skills of the labourforce. 

DOMtSlK I'lNKS 

A key issue in export processing zones is 
the nature and extent of the linkage between 
manufacturing activiiies in the zone and 
activities in the rest of ihe economy The 
greater the linkages, the greater will be the 
eatalylis lole of the zone, Howevcf, the 
nature ot pioduetion in the zone precludes 
any extensive foi ward and backward linka¬ 
ges. Backward linkages refer to where an 
industry gels its input from,and forward 
linkages refer lo where an industry’s output 
goes. The Buji EPZ generates no forward 
linkages as production in the zone i.s solely 
for export. Backward linkages are also 
limited because of the high dependence on 
imported input, and production in the zone 
IS not vertically integrated but generally con¬ 
fined to a single process. ThJs, the spread 
effects of the zone is fairly limited. The in¬ 
tegration of the zone with the yest of the 
economy generally takes place primarily 
through the purchases of labour and in¬ 
frastructural facilities such as construction, 
public utilities and domestic transport. The 
impact of the zone on the rest of the 
economy is also felt through the multiplier 
effect, as the increased incomes generated 
within the zones is translated into consumer 
demand outside the zone. Again, such im¬ 
pact tends to be limited and is confined to 
the Bao’an county only. 

Rural Industrialisation^’ 

The establishment of EPZs has exerted a 
considerable impact on the rapid in¬ 
dustrialisation of Bao’an. Table 21 sum¬ 
marises the process of rural industrialisation 
since 1978, Between 1978-81 when Deng 
Xiao ping’s open door policy was in the 
initial stage of implementation, Bao'an was 
still a traditional rural economy with 
agricultura accounting for over 75 per cent 
of the county’s Gross Industrial and Agri¬ 
cultural Output Value (GIAOV). With the 
rapid pace of industrialisation, however, the 
share of agriculture has declined to 24 per 
cent by 1985. The decline of traditional 
dgriculture was accompanied by the spec¬ 
tacular rise of manufacturing industries. 
From 1980 to 1985 industrial pityduction of 
the county increased at an average rate of 
59 per (xnt a year. As a resuh of this growth, 
manufacturing has become the mainstay of 
Bao’an's economy. In 1983, it produced 76 
per cent of the county’s GIAOV. a reverse 


Economic and Politieal « 



of the pictare seen in 1978. In the spece of 
seven years, the county’s production struc¬ 
ture has experienced a fundamental trans¬ 
formation. 

The rapid transformation of the produc¬ 
tion structure, to a large extent, was at¬ 
tributed to the growth of export processing 
industries. Of the 1,450 manufacturing 
enterpri.ses located in the county in 1984, 76 
per cent were engaged in export processing. 
These firms spanned a wide range of manu¬ 
facturing activities, including electronics, 
metal fabrication, food processing, chemi¬ 
cals, textiles and garments. They contributed 
61 per cent of the county’s gross value of in¬ 
dustrial output in 1984 and 60 per cent in 
1985. 

Export-led industrialisation not only 
transformed the production pattern of the 
country, but also resulted in a .substantial im¬ 
provement of the peasants’ incomes. From 
1978 to 1984, Bao’an’s rural pef capita in¬ 
come incrca.scd from 134 yuan lo 579 yuan. 
There is a strong indication that the rapid 
rise in peasants’ incomes is mainly due to 
the prospering of export processing in¬ 
dustries lit'Nanling village of Biiji district, 
for instance, rural income per capita in 1984 
averaged 3,527 yuan, 65 per cent ol which 
was [rom export processing activities Far¬ 
ming only accounted for 11 per cent of the 
income. It may be concluded that hPZs have 
improved the earnings ol the peasants, 
despite the exploitative nature of such 
employment. 

CONC'UISION 

The foregoing analysis indicates that the 
benefits generated by the Bao’an F.PZs have 
been far le.ss than originally anticipated by 
the government. In relation to one of the 
main aims of the zones, the Iransfei of 
technology, the record has been poor, since 
the EPZs are dominated by industries with 
a simple technology and skill content 

In terms of export earnings, the perfor¬ 
mance of the zones has been modest, 
especially when allowance are made for the 
direct and indirect costs involved in pro¬ 
moting export processing zones. 

With respect to employment generation, 
the EPZs have succeeded in creating jobs for 
the rural young people. But the impact of 
the zones on the overall employment situa¬ 
tion is insignificant. Furthermore, the 
employment created has predominantly been 
low-wage and unskilled jobs, and the inten¬ 
sity of work is high. 

Due to the enclave nature of the EPZs, the 
spread effects of the zones are largely con¬ 
fined to the regions where they are located. 
In Bao’an, EPZ industries have helped speed 
-up the county’s industrialisation process, 
and increase the incomes of the peasants. 

Finally, a major implication of the fore¬ 
going diKussion is that the Chinese govern¬ 
ment had been too optimistic with the role 
of SEZs. Given the enclave nature of the 
EPZs and SEZs, their contribution to the 
overall economic development oT a country 
can tmly be limited. The experience of other 
Asian countries and regions (except the city- 


state of Singapore and the island of Ihiwan) 
revealed that the impact of the EPZs on the 
aggregate economy of a country has been 
insignificant.^ The performance of the 
Buji zone also indicates that the role of EPZs 
or SEZs in the overall economic develop¬ 
ment of China should not be overestimated. 

Notes 

11 his paper could never have been niilien 
wilhoul the generous help of a large number 
of local officials and enireprenuers in answer¬ 
ing questions and providing fads. I owe a 
special dcbi to three of ihem—Xu Yiming, 
depuly chief ol Bao'an Foreign Economic Rela¬ 
tions and Trade Commissions, Ou Ciuanchen. 
general manager of Buji Agrieullural- 
Indusirial-t oinnieicial Joint Corporation. and 
3 Sounia, factory manager of Toko Electronic 
Mamiladiiring Co in Buji. I am also grateful 
10 my tficnds I in C'luangming and Liu Jiang- 
guo of Wuhan University who provided in¬ 
valuable assistance in processing ihe sample 
survey data on the Buji zone workers The 
paper was read in full by professors Vim 
Flouwink and Shi Weishan Their penetrating 
eriiieisms and suggestions led lo a substantial 
revision of the earlier draft and improved iis 
readability considerably Flowever. I lake sole 
responsiblily tor any remaining errors and 
deficiencies ] 


1 UNIDO, ‘Export Processing Zones in 
IX-vcloping C ountries', (Working Papers on 
Siniclural Changes, No 19, Vienna, 1980) 
p 27 

2 Sun Ru, ‘The Concept and Prospect ol the 
Special Economic Zones in Guangdong' in 
I'hineH' Lcononiic Studies, Vol 14, No I, 
1980, p 68. 

3 Deng Xiaoping, Consliucl a Socialism with 
Chinese Characteristics, 2nd ed (Beijing: 
People’s Press, 1987) p 41 (in Chinese). 

4 Xu Dixiii. ‘China’s Special Economic Zone', 
in Heijinn Review, No 50, 1981, pp 14-17 

5 For a thorough treatment of the controver¬ 
sies sill rounding Ihe (.Tiinesc SEZs, sec 
Joseph Fewsmilh, ‘Special Economic Zones 
III ihc PRC", in Problems oj Communism, 
November-December 1986 (Washington) 
pp 78-85. 

6 The rural mslitulional reform iniiiated in 
1982 dismantled the commune system that 
had c.xisled for ovei a quarter of a century 
in itic Chinese countryside. The administ¬ 
rative functions ol the sommune were taken 
over by Ihe qu(district) governmcnl, while 
the economic powers were transferred lo the 
agriculiural-induslrial-commereial joint 
corporation. A comparison of the rural 
organisations before and after the reform 
IS prescnicd below 


Previous System Present System 

Commune = Ou(di.strict) 

government -v Joint 
Corporation 

I t 

Bridge Xiang government -s 

Joint Corporation at 
xaing level 

I I 

Production >= Villager commission -i- 

■ftam Economic Co-operative 


7 See Beijing Review, No 50, 1981, p 16. .'.’jl 

8 Turnover was calculated by dividing Itei, :| 
total number of workers who left the fac-i.’j; 

• lory voluntarily during the year by the 
average number of workers employed 
during the year J 

9 According to data supplied bv the Provin- ;.n 

cial Statistical Bureau of Ciuangdong, allot- '>■ 
led farmland per head ifi 1984 was only 1.08 
mu (7.2 acres) in the lural .iicas ^ 

10 Rural suiplus labour in Chin.i IS estimated .r 
lo be around 150 million today. Sec Huang 
Weide, ‘The emeigenee, operation and 
reform of China’s traditional employment , ' 
model.’ in Jingji Yunjiu (Economic 
Research), No 7. 1986, p 59. 

11 In 1982, the average weekly working hours 

in the Philippine Bataan zone weie 53, while 
some of the clolhihg firms were reported 
lo work 54 hours per week. In the Malay¬ 
sian zones It was reported l hai 23 per cent ; 
of the employees worked more than 48 
hours per week ' See hsport Processing 
Zones and Industrial Employment in Asia, 
Eddy Lee (cd), p 35. . 

12 See ’EPZs in Developing Countries,’ 
(UNirX') Working Paper on Structural 
Changes, Vienna, No 19, August 1980), 
p3.3. 

13 I he People’s Governmcnl of Bao’an, ‘Pro¬ 
vision of Labour Protection in Enterprises 
and Factories; September 1986, (in Chinese). 

14 Sec Catherine Hein, '.lobs for the girls: ex¬ 
port manufacturing in Mauritius,’ in Inters 
national Ixtbour Review. No 2, 1984, p 257. 

15 Xinhua News Bulletin, December 25, 1984, 
irans in F’BIS-CHI, December 26. 1984, 
kzi-.l, as quoted in Joseph Fewsmith, 
‘Special Fa;onomic Zones in PRC’ in Pro¬ 
blems of Communism, November- 

_ December 1986, p 79. 

16'‘Inicrmcdiaie’ here is confined lo mean ;■ 
■■medium level" 

17 See Joseph Chai, 'tndusiiial Co-operation 
Between China and I long Kong’ in China 
and Hong Kong: the Economic Nexus 
(Hong Kong, 1985), pp 131-133. 

18 Xueshu Yanjiu (Academic Studies), 1981, 

No 6, p 44 

19 W'ang and Chii (cds). Modernisation in 
China (Hong Kong- 1985), p 14 

20 in 1981, Bao’an had an indigenous labour 

force of 70,(XX) The rapid development of" 
EPZs soon dried up the local supply of 
labour. ’As a result of this development, 
migrants were called in to take up factory ’ 
employment or to fill in the vacancy left 
behind by the indigenous labour. As of 
December 1986, Bao'an has increa.sed Us 
labour force to 2,40,000 and I7,0(X) of which 
were fiom the underdeveloped or labour 
surplus regions in the province of 
Ciuangdong. See People's Daily, 
December 13. 1986. i' 

21 Sec Gus Edgren, 'Spearheads of Indust¬ 
rialisation or Sweatshops in the Sun?’ in Ex¬ 
port Processing Zones and Industrial 
Employment in Asia, Eddy Lee (ed). 

22 Ibid, p 22. 

23 Paul Streeten, The Frontiers qf Develop- , 

meni Studies (London, 1972), p 159. ' 5 

24 People's Daily, December 13, 1986. /; 

25 Data in this section are supplied by the > ^ 

Planning Commission of Bao’an f’eopitfs - ' 
Government. h 

26 See Linda Lim, 'l.abour and EmploymeiU .^I 
Issues in EPZs in Developing Countrie#'{>'| 
and the country case studies of Malaysia, 
the Philippines and Sri Lanka in Expoef^k 
Processing Zones and Industrial Emj^ejht^ 
ment m Asia, Eddy Lee (ed), Bangkok, II[8^|« 

‘Z,!? 


fWBilltir <<>t.IteKtteal Wfeekly Frimiary It. IW 



HOECHST INDIA LIMITED 

FORM IIA 

(See Rule 4A(1)) 


Form of general notice to be given to tlie members of the public before making an application to the Central Government under sub 
section (2) of section 29 of the Monopolies and Restrictive Trade Practices Act, 1969 

NOTICE 

It IS hereby notified for the information of the public that HOECHST INDIA LIMITED proposes to make an application to the Central 
Governmenfin the Department of Company Affairs, New Delhi, under sub section (2) of the section 22 of the Monopolies and Restric¬ 
tive Trade Practices Act, 1969, for approval to ihe establishment of a new undertaking/umt/division Brief particulars of the proposal 
are as under 


1 Name and address of the applicant 


2 Capital structuie of the applicant organisation 


3, Management Structure of the applicant organisation 
indicating the names of the directors, including 
Managing/wholetime directors and manager, if any 


4 Indicate whether the proposal relates to the esta 

blishment of a new undertaking or new unit/division 

5, Location of the new undertaking/unit/division 
6 In case the proposal relates to the production, storage, 
supply, distribution, marketing or control of any goods/ 
articles, indicate 

i) Names of goods/articles 

ii) Proposed licensed capacity 
III) Estimated annual turnover 

, 7 In case the proposal relates to the provision of 

any services, state the volume of activity in terms of usual 
measures such as value, income, turnover etc 

8 Cost of the Project 

9 Scheme of finance, indicating the amounts to be 
raised from each source 


HOECHST INDIA LIMITED 
Hoechst House 
Nariman Point 
193, Backbay Reclamation 
Bombay 400 021 

Authorised Capital: 

Rs 100,000,000 divided into 1,000,000 Equity Shares of 
Rs 100 each 

Issued, Subscribed and Paid-up Capital; 

Rs 95,769,000 divided into 957,690 Equity Shares of 
Rs 100 each 

The Company is managed by the Managing Director under the 
overall supervision and control of the Board of Directors 
Names of Directors 
Mr Vijay Mallyrt (Chairman) 

Dr E Baltin (Managing Director) 

Mr S V Divecha 
Dr H G Janson 

Mr F A Honigmann (Alternate to Dr Ff G Janson) 

Prof Dr G. Korger 
Mr D Laengenfelder 
Mr H I Timner 

New Unit 

Ankleshwar, District Bharuch, Gujarat State 


BERENIl SUBSTANCE 

(4, 4' -diamidino-diazoaminobenecne-diaceturate) and Formula¬ 
tions thereof 
5 tonnes per annum 
Rs 13 5 million approx at full capacity 

Not Applicable 


Rs 0,5 million by way of balancing equipment 
From the internal resources of the Company 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Government of India, Ministry of 
Industry, Department of Company Affairs, Shastri Bhavan, New Delhi, within 14 days from the date of publication of this notice, intimating 
his views on the proposal and indicating the nature of his interest therein. 

HOECHST INDIA LIMITED 

S‘d/- 
C. L JAIN 
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Outcaste Power: Ritual Displacement and 
Virile Maternity in Indian Women Writers 


Mprna AlfxandtT 

To what extent did women writers have to struggle with the iconic image of the feminine, sanctioned and pre¬ 
scribed by culture, in order to reach the truth of imaginative knowledge? How did the struggle to decolonise relate 
to this effort of the female imagination? This paper attempts to explore these issues in Torn Duff who wrote in 
English and in works orginally composed m Maluyalam hv iMlithambika Antharjanam and the poems of Nalapat 


Balamaniamma. 

I 

IN their struggle to reach the sources of 
creative power, Indian women writers had 
to conlront the iconic presentation ot the 
feminine, fracture and reform it This con 
frontation took on added cointtlexity when 
the struggle was part ol the ellori to 
decolonise. But whether iti the case of lorn 
Dutl, born in the second half of the nine¬ 
teenth century who wrote in Hnglish, the 
colonial language, or that of Lahthambika 
Antherjanam and Balamaniamma. born in 
the first decade of the twentieth century, and 
working in Malayalam, their mother tongue, 
lemale identity, as presented in the medium 
of a chosen language had to survive whal 
was sometimes an alnjosi unbearable tension 
between a culturally sanctioned femininity 
and female imaginatne power At times, 
when the former splintered beyond tecogni- 
lion, under the piessures of colonialism and 
a colonial education—as with Torn Diitt- 
thc woman writer found herself leaitully, 
perilously working her way towards a reality 
that had no readily conceivable form 

II 

The tension between the leal and a mere 
simulacrum of it, lemininily in its troubled 
covenant vyith power, receive poignant cv 
position in Rabindranath lagoie’s Chilra, a 
play of 1913, based on an episode in the 
Mahabharala. Young Princess Cliitra, raised 
to be a warrior, strong limbed and virile, falls 
in love with Arjuna. She turns to the God 
of Love, pleading for beauty so that she 
might win Arjuna’s desire. She is granted the 
boon of an exquisite body, but after a night 
of lovemaking, she wakes up weeping: 
‘Heaven came so close to my haiid. . but 
when 1 woke in the morning from my dream 
1 found that my body had become my own 
rival;' 

Her poignant phrase ‘I found that my 
body had become my own rival' could only 
come from the mouth of a being taught to 
measure her own value through the eyes of 
another, alienated from her own bodily 
being, or to vary the diction sliglitly, so well 
colonised that awakening tears her from her 
own embodiment and the meanings that 
accrue to it. 

The iconic feminine. In other words,’that 
Chitra has so painfully and assiduously 
sought—what paradoxically her father, the 
king, had shielded her from—now splinters 


the cniiicly just longing ol her consciousness 
lor truth and scif-respeet There is a humilia¬ 
tion in beine desired, sevually. lor what one 
IS not. akin to that which ovctcomes the 
colonised being, ,self-divided, painfullv 
gathering up shreds ol awareness. 

Having given up power and virility for 
lemininity, a body that Arjuna could desire, 
princess C'hitra despises herself. She is con¬ 
sumed by a sense of unreality. Her lovely 
limbs, the laughter, the grace that had so 
attracted Ariuna all seem mere simulacra. 
All is consumed in appearance. The clelt 
between ‘woman’s beauty’ and ‘man’s 
strength’ is highlighted, then miraculously 
resolved as C'hitra returns to her old. well 
worn form (p 55). She assures Arjuna that 
true knowledge of her will come when she, 
in the fullness ol time, bears him a son Only 
then can the brave, daring, yet ultimately 
(eniimne C'hitra fullil herself. As one leads 
the last words of the play, the heroine delin- 
ing herself through the unborn son she bears 
within her, perfect semblance o( the father, 
one rcali.ses something of the force ot the 
iconic feminine the female imagination had 
to confront; ‘If yout babe, whom I am 
nourishing m my womb be born a son, I 
shall leach him to be a second Arjuna, and 
send him to you when the time comes, and 
then at last you will truly know me’ 
(pp 66-67) 

What does it mean for a woman to gain 
self-knowledge, or display what Tagore has 
called ‘the true self. Or even more to the 
point, how is a woman and a colonised being 
at that, to reach the measure of self- 
knowledge essential to creativity? And how 
can language, help in. the process when it 
bears the imprint ol colonial domination, 
the very unreality imagination must struggle 
through? 

In Simiilolion.'! Jean Baudrillard reflects 
onflow the unreal, or the simulated, can so 
consume the territory that might have existed 
for physical, sensual .experience, that what 
is, can no longer be distinguished from its 
image. The territory cannot be torn loose of 
text 'hat maps it out: 

Abstraction today is no longer that of the 
mat', the double, the mirror or the concept 
... It is the generation by models of a real 
without origin or reality; a hyperreal. The 
terrhory no longer precedes the map or 
surves it .. it is the map that engenders the 
territory .. whose shreds are slowly rotting 
across the map.^ 


While Baudrillard—drawing on a Borges 
story in which the tjecay of imperial pride 
reveals an iriimensc map, co-extensivp with 
the real land, rotting across the deserts of 
a colonised territory—wishes to focus on the 
ontological perils of technological know¬ 
ledge that subsists through the proliferation 
of images, his analysis, fabular in nature 
here, has relevance to our reflections on the 
struggle of decolonisation and the ways in 
which It implicates the bodily self of the 
woman writer. 

Ill 

loru Dutl was born in Calcutta in 1856 
to an anglicised Bengali family. She was 
educated in France and England. Effectively 
illiterate in Bengali, it was said she could not 
even write her own name without making 
a mistake, she spent her early years trans¬ 
lating French poetry into English. She also 
composed poems in which the tangled long¬ 
ings of her ‘native’ self were feverishly 
portrayed, the contortions of a colonial 
education well accomplished forcing her into 
a series of lalsc positions. In the poignant 
letters to Mary Marlin, her English friend, 
one sees how her territorial displacements 
(the family lived in Calcutta, in England and 
in France) alienate her from any possible 
world m which she might have been at home,' 
though perhaps even that presumption is 
naive, ringing false to a woman raised 
without choice to the .sons ol cultural and 
geographic complexities that Toru Dutt 
inherited. 

Though in her very last years she was able, 
through the use of Hindu mythology (e g, 
her ‘Frahlad’ poem) to confront something 
of the tyranny of British imperial power; her 
torn, conflicted life in letters emerges in 
her constant attempts at translation the 
irresolute, it brilliant effons to bring her two ’ 
worlds of England and Calcutta together. . 
Her letters penned obsessively to Miss 
Martin, or to Clarisse Bader in France were 
attempts to search out through feminine 
others something of the real substances of 
her alienated life, herself as she was, cut 
loose from the marginality forced upon her > 
in part by her own colonised gaze. ’ 

Like Sarojini Naidu after her, Tbru,Dutt, 
was made much of in the literary circles of 
London, her ‘exotic* femininity an object of ^ 
scrutiny. In 1875, two yean before her death “I 
at the age of twenty, she started thi ] 
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of Sanskrit, a language she found enor¬ 
mously difficult, but learnt well enough to 
be able to translate portions from The 
Ramayana, Mahabharata and the Vishnu 
Puranas. Most of her work was published 
posthumously, Bianca, or the Young Spanish 
Maiden in The Bengal Magazine of 1878, 
her French novel L/e Journal de Mile, 
d’ Arvers in Paris in 1879. A third edition 
of her Sheei/ Gleaned in French Fields 
appeared in 1878 with a foreword by Arthur 
Symons, and in 1882 her translations from 
the Sanskrit were published with an intro¬ 
duction by Edmund Gosse 

While this might seem on the surface a 
life of literary fulfilment, Taru Dutt was 
haunted to the'end of her shorf.Jife by a 
sense of unreality, the double bind in which 
she found herself, a woman from the colo¬ 
nised world working in a language, which 
even as she refined it for poetry, was not 
truly hers; this sense tormented her. Her 
father, a devotee of Wordsworth had wanted 
« to retire,to Westmoreland in the Lake 
Country, realm of the fabled Wordsworths. 
She herself uses Wordsworthian allusions in 
her most celebrated poem ‘Our Casurina 
Tree’ where the tree in her Calcutta garden 
is likened to ones in the Lake District — 
‘Mayest though be numbered when my days 
are done/With deathless trees—like those in 
Borrowdale. 

Yet • the English language, even as it 
granted her a seeming authority, extending 
its psychic landscapes to the elite of the 
hinterlands who had learnt their lessons well, 
contorted her sense of her own bodily self. 
Who was she? Where did she, or her beloved 
father stand? She remarks on how after the 
1857 Indian Mutiny her father who had 
volunteered to defend the British govern¬ 
ment house in Calcutta climbs the stairs with 
a gun, the first he had ever handled and 
giimp.ses. with a little shock—she uses a 
French word ‘saisissement’, almost as if she 
can’t trust English for this extra intensity—a 
group of Ijeavily armed ‘English guard‘ 
going through their exercises.'* 

Bit by bit she realises that she does not 
have the right language in which to talk of 
her own countrymen and women. ‘Thank 
you very much‘ she writes to her friend Mary 
Martin in a letter of 1876 ‘for what you say 
about calling -my countrymen ‘native’; the 
reproof is just, and I stand corrected. I shall 
take care and not call them natives again. 
It is indeed a term only used by prejudiced 
Anglo-Indians, and I am really ashamed to 
have used it’ (p 131). 

Her love of her family property, 
Baugmarec Country House outside the city 
in Calcutta, cannot entirely shield her from 
the difficulties of cultural displacement. Her 
sister Aru has died of TB and Ibru, turns 
away from the Indian world around her. Her 
pain and deprivation surfacing as colonial 
ennui, she writes to Mary Martin: ‘The free 
air of Europe, and the free life there, are 
things not to be had here. We cannot stir out 
from our own garden without being stared 
at, or having a sun-stroke’, (p 67). Her own 
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bodily self becomes the surest index of her 
alienation. 

How is the feminine consciousness to be 
torn free? How is colonialism, so intimately 
absorbed by the writer to be taken apart? 
For an answer we need to turn to women 
writers born somewhat later, those who Were 
able to survive into a full-fledged maturity, 
their art confronting both what was some¬ 
times grasped as the marginality of woman’s 
experience, as well as the hostile powers of 
imperialilm. 

IV 

The predicament of women writers con¬ 
fronting the strictures of an unjust power, 
whether intimate, so close to home, indeed 
making up part and parcel of the inner 
shelters of domesticity (I am thinking now 
of the hierarchical ordering of a patriarchal 
family and the demands of a culturally con¬ 
structed masculinity) and writing at the same 
time in at least partial consciousness of the 
pain colonialism foists upon the voice, 
makes visible for us a double bondage, a 
double peril that incites the female imagina¬ 
tion into realms of almost inconceivable 
freedom. 

Often there are two voices, or two strains 
of thought that cannot be worked har¬ 
moniously into a single, shimmering web. 
The disjunction between the feminine, the 
lovely, iconic, traditionally sanctioned image 
of woman, and that other more ferocious, 
more disruptive power without which one 
could not write, sometimes threatens to tear 
apart the constructed fabric of the work, or 
at least force it into a skewed position vw- 
o-visthe realm of actuality. What do I mean 
by this? 1 mean that for a woman writer who 
is struggling with colonialism, the effort to 
cut through that subtle, often infinitely 
pernicious fabric, is part and parcel of the 
reaching out for form, and for a form that 
does not buy into the previously sanctioned 
ideologies of poetry, or prose. 

Such a writer if she has grown to full 
maturity finds herself creating a work that 
does not necessarily hold together in the 
requirements of an established aesthetic Or, 
she is conscious of working with materials 
that have no previously sanctioned place, 
either in her own traditional society, or in 
the formalities of a borrowed aesthetic The 
female effort at decolonisation then strug¬ 
gles with a radical problem of situation. For 
the woman writer, if she is from a tradi¬ 
tional, hierarchal society like India, must 
come to terms with varieties of displace¬ 
ment, some more violent than others, as well 
as the poise of a ritualised order. 

The questions of a lasting freedom, of a 
sublime transcendence that so often haunt 
the imagination, do not vanish. On the con¬ 
trary (hey take on an added edge since they 
seem so close, indeed at times inseparable 
from the figures of a previously sanctioned 
femininity, a borrowed, archaic language in 
which one has so often figured forth one’s 
intimate self: or if not theptif, then the quest 
for a voice untouched by the impotence of 


femininity. Dagically, it sometimes appears 
that the cost for such an easing of con¬ 
straints is loss of the bodily hold on the 
world, the seat of the writer’s sensuous 
knowledge. 

If there are two voices, then, for ihc 
woman writer confronting both the mas¬ 
culine hierarchies of her world, and the in- 
justice.s of colonialism, those voices, rather 
than being split as analysis might have ii, 
along the lines of a dual imposition, sexism 
and colonialism, are found in a longing foi 
a self-enclosed feminine, sanctified by ritual 
and tradition and another desire, fierce, 
turbulent, tearing apart the skin of things 
as they are. 

And really it is the skin of things as thc\ 
•re, or as they have been made, that one 
needs to talk about: the social constructions 
whether of a hierarchal society in which 
woman is ritually displaced, or the humilid 
tions of a colonial order, that raised to sell 
consciousness, paradoxicallv Itcc one lo 
speak. For at stake is a vision of the bods, 
and language, post-colonial language, not 
merely as clothing but as skin, as a vulnei 
able, quivering sensitivity to being m an 
often oppressive world. 

In his recent, powerful collection ot essass 
Deeolonising the Mind, the Kenyan wrilci. 
Ngugi wa Thiong’o, formerly James Ngugi, 
writes of the humiliation of his boyhood, 
the sense of shame forced on the young 
children for speaking Gikuyu, the violent 
punishment of any child found speaking his 
mother tongue in the vicinity of the school 
The culprit was either thrashed with a cane 
on his bare buttocks or ‘made to carry a 
metal plate around the neck with inscrip¬ 
tions such as / am stupid or I am a 
donkey'.- Ngugi after at^ining an interna 
tional reputation as an African novelist in 
English made the conscious decision to write 
his fiction in his mother tongue, the 
language of his pVimary culture, the realm 
of communal interchange, of dream and 
babble. 

Language has of course been an immense¬ 
ly controversial issue for Indian writers, the 
colonial trappings of English, when raised 
to consciousneifs, impossible to evade. 
Sarojini Naidu, the celebrated poet and 
politician of the nationalist movement, close 
friend and associate of Gandhi, first came 
to the public eye as a poet in English, the 
colonial language her father had forced her 
to learn. The learned chemist locked his 
daughter up, alone in a room for a whole 
day, as a punishment for refusing to study 
English. She was nine years old. The shock 
of that first incarceration remained with her. 
and a certain anger that she no doubt 
translated into her fiery, anti-colonial 
politics. ‘.I came out of it [the room/the 
experience] a full-blown linguist’ she later 
wrote, ‘I have never spoken any other 
language to him or to my mother who 
always speaks to me in Hindustani!^ 

Yn it was English that Naidu used in both 
her poetry and her political speeches to cut 
herself loose of the passive, weak images of 
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femininity—in turn-of-the-ecntury British 
poetry, in the colonial depictions of her 
countrymen—moving forwards then into a 
powerful political attack on colonialism. It 
is also arguably the case, that the use of 
English permitted her to circumvent the 
kinds of hierarchical displacement of women 
that a writer like Lalithambika Antharjanam 
had to confront. 

' ‘The white skin covered up our future* 
cries Wole Soyinka’s tragic hero, Elesin. He 
IS prevented from the ritual enactment of his 
own death that the Yoruba world demands. 
The seemingly bumbling Englishman 
Pilkings has forced the colonial machine into 
play, imprisoning the king’s horseman lest 
he fulfil his moral duty. The struggle for 
form, in a work that takes its substance from 
the efforts of decolonisation, is fractured 
and reformed yet again when the writer is 
a woman. 

[ What would it be like, one has to ask 
oneself, if the Soyinka’s great play. Depth 
and the King's Horseman or a variant of it, 
had been penned by a woman, by the young 
girl for instance who stands as the silent 
bridge between the old world and the new, 
her biief, poignant life as Elesin’s bride— 
wedded to him as he stood on the threshold 
of death—fulfilled only in that she bears the 
seed of the unborn newness to which all 
hope must turn, her appearance in the play 
Itself a fulfilment of an old man’s longing, 
placated, c^sed, her own displacement, 
tendered invisible: ‘1 needed you as the abyss 
acioss which my body must be drawn; the 
powerful old man had cried, T filled it with 
earth and dropped my seed in it at the 
moment of preparedness for my crossing!’ 

In his impassioned author’s note Soyinka 
speaks of how the full meaning of his play 
can only emerge, if it is realised as ‘an evoca¬ 
tion of music from the abyss of transition! 
arguing effectively that to see his play as a 
mere clash of cultures is to do it violence. 
C ertainly 1 do not mean to tear at the onto¬ 
logical sense, presented so richly through the 
birthpangs of a post-colonial world, by 
asking these questions about the feminine 
and how it might seek a voice. It is the func¬ 
tion of great art, 1 think, to fulfil this human 
urge for persistent querying, for probing, for 
quarrelling: there is a kind of moral excess 
within it, much akjn to what life itself 
presents us with, and so we can read this 
play, and take to it, and take away from it, 
questions that stem from a reading of an 
Indian woman writer like Lalithambika 
Antharjanam, a - celebrated Malayalam 
novelist, born in the first decade of this 
century, and old enough really, to have been 
Soyinka’s mother. 

V 

At the heart of Antharjanam’s great, con¬ 
troversial work Agnisakshi lies the ritual 
displacement of woman. Tfethi, the heroine 
of the novel, is first seen by the narrator, as 
she is led into the Namboodiri household 
as a new bri^ her presence essential to the 


maintenance of household and divine order. 
‘Tethikuttykavu. young mistress of the 
house, the elder sister, the bride of Manam- 
palli Mono, decked in a white cloth with a 
gold border, wearing Chiitu, and brass 
bangles—a slim .pale figure, a with the 
soothing beauty of a tender mango leaf* 
Then follows a detailed description of how 
the shy young bride i.s led into the illam, to 
the music of flute and drum and the 
chanting of Vedas. The priest instructs the 
couple to enter the inner courtyard and then 
the inmost sanctum: 

‘Pray to your family goddess, well and place 

your right foot first and step inside! 

‘Arappuvee...puy.. puy... 

Kulu...kulu...kulu...kulu..! 

The sounds of jubilation were then rais¬ 
ed by the crowd. On either side ladies 
holding metal plates with lighted lamps and 
other auspicious articles, welcomed them. 
Red chrysanthemums and fried grain were 
showered on them. An auspicious deity was 
being installed at Manampalli fllam. The 
continuation of the family depended on this 
deity (p 20). 

But this vision of culture and ceremony 
cuts to a young girl’s ga/e, her natural 
innocence violated. The adult iiairator 
swivels back to childhood, recalling the 
roughness with whieh as a young girl she was 
thrust away from the door by the older 
Namboodiri women, fearful lest as the 
daughter of a Nair mother—hei father 
is none other than the famous Aphan 
Namboodiri, master of the illam, father ol 
the bridegroom—her presence pollute the 
auspicious ritual. By making Thankam, 
grown older, a grandmother now, the 
narrator of the novel, Antharjanam sets up 
a natural frame for her feminist vision, the 
woman so close to the realm of litual and 
order, intimate with the workings of cere¬ 
monious passage, yet debarred from it, 
watching, witnessing as best she can, the 
installation of the iconic feminine, the new 
bride. 

The burning shame, the humiliation, the 
terrible sense of being outcaste are vivid in 
the narrator’s mind. Even as Tethi is granted 
entry to the inner sanctum of the house, 
young Thankam runs away and locks herself 
up in a room and refuses to come out. Even 
her pleading mother cannot reconcile her to 
her enforced marginality in her father’s 
household. The new bride, on the Other 
hand, finds herself alone and isolated in the 
orthodox world into whicn she has married. 
She misses the casual conversation of her old 
home, the avid political discussion, the 
freedom to read newspapers and magazines. 
After one visit home, she returns to the illam 
and finds to her horror that her box was 
prised open and her precious stack of 
magazines and newspapers carried away. All 
she is permitted to read in her husband’s 
home, she complains bitterly to the young 
Thankam, is the Ramayana and Seelavalhy, 
the latter a devotional tale of a wife so loyal 
that she perpetually bears a crippled 


husband on hci back 

In desperation, at a life ‘bastilled by 
mariiagc’— I borrow the phrase from Mary 
Wollstonecraft’s radical novel of female 
incarceration and sclt-{esclation Maria or 
the H'rongs oj IVomon (1798), a work that . 
riads well by the side of Agnisakshi — 
lethi writes to her nationalist brother 
P K P Namboodiri. He interprets her dis¬ 
content not an isolated, crazy event, bound 
by the rim of hei own consciousness but as 
part of the larger political unrest rocking the 
country When hei biothei is imprisoned by 
the British, the Namboodiris considering 
him polluted, turn him into an outcaste and 
let hi beats the shame and horror ol it all. 

She lies weeping bv the toilet as the old 
gr.inny curses her ‘Siva! Siva' Our young , 
Namboodiris aic such thoughtless people; 
they eat along with untouchables; they lose 
their proper perception; they even opt to go 
to jail' (p 48) 

In an image that runs through the whole 
of the novel, the narrator compares Thankam 
to a pent-up fire. Antharjanam draws a 
direct connection between the ferocity that 
boils, unseen within Tethi and the rising 
discontent in the country The woman who 
must break loose, is also the land, India, that 
must break free from colonial domination. 
Though in each case there is pain, terror, and 
a mas.sive disruption, there is at the very 
same time, a slow and difficult progression 
from darkness into light. 

Thankam ponders her sister-in-law’s lovely 
eyes. They once ‘blossomed in light’ and 
were now ‘drowning in darkness’ (p 34). 

After Theti escape from the illam a 
photograph of her appears in the local 
papers. Under a caption that reads ’from 
darkness to light’ Thankam sees a dim 
image, a woman in a sari and blouse stand¬ 
ing on a platform. The woman’s words are 
clear, rhetorical even, the anger that had 
borne her from the threshold of the 
Namboodiri home flooding through the 
political aspirations that have permitted her 
a place in the sun. Fascinat^, Thankam 
reads the newspaper account of the speech 
by the fiery Devaki Manampalli: 

I do not represent any particular com- 
muniiy, rebgion or society. I am the represen¬ 
tative of the womenfolk who have been sub¬ 
jected to suffering for centuries. Looking at 
this truth which stands before you, the veil 
discarded, you may curse or bless. But this 
load of sorrow which is our very own was 
your creaiion . (p 70). 

We sec now how critical the elaborate 
description of entry into the illam had been. 

It established the ground from which Ibthi 
must break loose. The novel is called 
Agnisakshi, witness or trial by fire. It is a 
direct allusion to the terrible ordeal Sita had 
to pass through in the Uttarakanda of the 
Ramayana. Sita, the embodiment of chastity 
was forced to prove her purity to the public 
at large, and to her own husband Ram who ' 
could not help wondering if in thought or 
deed she slipped into infidelity during her 
long, difficult incarceration in Lanka 
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logined, humiliated beyond belief, Sita cries 
out to the mother earth, and the earth, her 
actual mother—we recall that the infant Sita 
had been picked up by king Janaka from a 
newly made furrow in the ground—splits 
open to receive her daughter. This is a mythig 
moment, capable of great transformative 
power, and repeats in the writings of Indian 
women. 

In Agnisakshi the orthodox grandmother 
says : ‘What you call Brahminhood; it is fire, 
fire. If you steal beyond a limit nothing good 
will come of it... All will perish in fire... 
burning’ (p 69). But just as fierce a fire as 
Brahminhood, is the female force, the sokti 
that Antharjanam and her characters must 
reckon with. Indeed the young Tethi, shut 
up in the Namboodiri illam, had turned 
slowly, bit by bit, into a skin with fire inside. 
'Oh my sister-in-law! Is this you? Was your 
inside a volcano?’ muses Thankam seeing 
Oevaki Manampalli’s picture in the paper. 
But the symbol of fierce fire, drawing on the 
power invested in it by the culture, turns 
tormenting to the flesh and blood woman, 
an index of the knife-edge on which she 
turns. At the very end of the novel Tethi as 
Holy Mother hears a priest reading Valmiki 
Ramayana, discoursing on the scene in 
which Hanuman fears lest in the burning of 
l.anka, Sita too has perished. He consoles 
himself, in words whose loveliness cannot 
mask the literal consumption to which the 
woman is forced, her life stuff turned to 
symbol: 

The beautiful lady. 

Endowed with her own inner glow She will 
not perish 

Fire cannot bum fire...(p 141). 

Time and again in Agnisakshi, lalitham- 
bika Antharjanam icompares the woman, 
with all her pent longings within her, one 
with the land itself/ In each, innate 
femaleness turning incendiary, is ready to 
burn and consume. Yet at the very same 
time, there is a nurturing power, a grace, a 
gift for possible order glimpsed as mater¬ 
nal, though in a manner that does not readi¬ 
ly fit with the requirements of previous, 
traditionally acceptable definitions of the 
feminine. 

‘Let him worship his ipother, I .shall serve 
my motherland, both, after all, are alike’ says 
Devaki Manampalli with more than a trace 
of bitterness when her husband Unni bows 
to his mother's wishes and refuses to let her 
return. But if the mother-in-law maintains 
the codes of previous order, it is Ibthi the 
heroine who shivers and shifts, as Devaki 
Manampalli, Devi Bahen, Sumitiananda, 
the ascetic, her varied names indicative of 
being in a world that transforms so swiftly 
that female identity is necessarily irresolute, 
mobile, anguished. It is this Tbthi the out- 
caste satyagrahi, who points forward to an 
otherness that lies at the heart of female 
experience. 

The struggle for decolonisation has borne 
with it the fiagOe shelters of a female order. 
'Homes were ruined. The way was cleared’ 
the narrator mu^ (p 86). But nothing is 
whoOy clarified for the voice that must seek 


a new world. After independence thm is no 
obvious place the freed woman can go. Old, 
infirm, though with a steely will, in her last 
incarnation as a Holy Motha, Sumitiananda' 
is forced to confront her own past self, and 
with it a saual rage that forced her out¬ 
wards, a ferocity the political world has never 
quite assuaged. And stumbling on this seif 
she has constantly fled, she faces the voice 
that is great within her, bearing the strength 
of otherness, of grotesqueness even, permit¬ 
ting her, at least partially to cut at the stuff 
of experience, reject the useless categories 
of religious knowledge, and own up, if only 
dimly at times, to the powerlessness and 
humiliation that come with being a colo¬ 
nised Namboodiri woman. 

And if her femininity refined, struck into 
the stern discipline of an ascetic’s life, found 
strength by moulding itself to religious 
rituals that have prevailed for centuries, this 
other voice gathers the moral courage to 
spell out violation, mutilation, sexual bon¬ 
dage, the ferocity that can lie in the hearts 
of mothers and daughters. Lying on the cold 
earth near Varanasi, just as she had lain on 
the damp ground by the toilet in her 
husband’s iliam, she cries out: 

Oh Earth ! who suffers everything. What 
all she stores in her mind's recesses. Black 
serpents, hard rocks, crores and crores of 
human civilisations and their ruins. The 
voices of the ages slumber there. Green sur¬ 
face with fire inside. Oh Sita! Mother of all 
human beings! You sought.protection here. 
Please accept me also (p 130). 

What does it mean to be accepted by the 
mother earth? Is this a longing for escape, 
a woman’s consciousness pitched to despair? 
Or is this possibly a true and final vindica¬ 
tion that the earth split open to receive Sita 
surely demonstrated her purity in her 
mother’s eyes, the womb of earth, drawing 
her in after ail the humiliation of an earthly 
life. It is here that the notion of dharma 
enters in, the just moral duty, the sacred and 
appropriate task of a lifetime that dissolves 
even selfhood and identity. The novel after 
all had begun with the two old women, 
Thankam and Ibthi, facing each other by the 
banks of the Ganga, all name, all place and 
station, even femaleness itself dissolved in 
the rushing spray of the river. 

VI 

The problem of dharma or just moral 
duty lies at f he heart of the Interplay between 
feminism and decolonisation. Gandhi’s 
genius of course was that he was able to fuse 
his vision of non-violence with a notion of 
just action: so that for the women and men 
of India, it was just and proper, and in keep¬ 
ing with dharma to struggle to overthrow the 
British. Gandhi's feminism was of a curious 
sort. It was absolutely homespun and quite 
revolutionary. It mobilised women through¬ 
out the country in a way that had never been 
possible before, and has never been possible 
since. At the same time, even as women vwre 
freed for political aaion, the female body 
still had to bear a pitiful Imrden of rqjressed 


desire and the pain of withdrawn sexuality. 

His powerful sense of needing to liberate 
women from their realm of mere domesticity 
and draw them into the public world of 
action, had a strong response from women 
all over India who heeded the call for 
satyagraha. Clearly for Gandhi, to free the 
feminine into aaion, was a justification for 
his own daring effort. The aggressive, 
colonial powers could be overturned by a 
mobilisation of people who drew upon the 
feminine strategy of non-violence. Still, as 
Madhu Kishwar has argued so well, Gandhi 
preferred to stress the moral superiority of 
female suffering rather than woman’s ability 
for political intervention. Instead of playing 
on the aggressive courage of a warrior queen 
like the Rani of Jhansi, Gandhi chose to 
stress the love and internalised suffering of 
a Sita or Draupadi. Yet, with his quick ability 
to respond to the currents of thought, of 
need around him, he argued that remaking 
a Sita or a Savitri should never imply 
feminine subservience. Sita’s great.power was 
moral; even Ravana had dared not to touch 
Her. And this moral or spiritual force could 
never be confused with mere passivity or 
helplessness.* 

Maternal care-could provide the key to 
just action. Indeed Gandhi sometimes 
thought of himself as mother. This identi¬ 
fication was in part possible because the 
land itself, drawing on ancient mythic roots, 
was figured forth as maternal. The image of 
India as mother, as Mother India, intro¬ 
duced by Bankimchandra C hatterjpe, into 
nationalist discourse was part of the myth¬ 
making essential to decolonisation. Mother 
India was tender, nurturing, but also ex¬ 
plosive and virile in a manner that has no 
visible analogue in the western humanist 
tradition. For Mary Wollstonecraft, the 
radical feminist of the late eighteenth 
century Britain, the struggle towards a vision 
of maternal power, involved a haider, more 
circuitous route than that travelled by 
Sarpjini Naidu or Lalithambika Anthar¬ 
janam. But if the concepts of maternity and 
maternal care were not alien to the spirit of 
satyagraha, indeed the Mahatma took to 
himself concrete acts of domestici^ and 
nurture, it was a curious sort of mothering, 
one which even as it inspired countless 
woipen, was based on an implicitly corrosive 
view of female sexuality. 

Quite centrally, the human body was 
involved in Gandhi’s experiments with truth. 
The overt symbolic austerities of clothing 
and diet, purification of passion through 
abstinence, the turning of the body into at! 
instrument of just moral action, were iiiA!- 
gral to the vision of a man who had the 
moral courage to turn his own preoccupa¬ 
tions with social justice to the nationalist 
effort of decolonisation. In his attempt then 
to break 'the mind-forged manacles’ 
Mahatma Gandhi worked closely, scrupu¬ 
lously through the intricate mare of his own 
psychologictd development. But like the 
romantic poet William Blake; from whom 
I borrow the phrase that so aptlv describes 
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th*internalisation of oppressive structures, 
Gandhi bore within himself vestiges of an 
old order, an oppressive mode of thinking 
that infiltrated his vision of sexual desire. 
On Tolstoy farm in South Africa where he 
conducted his first real experiment in com¬ 
munal living, Gandhi decided to let the 
young boys and girlS bathe together: ‘I had 
fully explained the duty of self-restraint to 
the children, who were all familiar with my 
Satyagraha doctrine. 1 knew, and so did the 
children, that I loved them wjtli a mother's 
love! He continues in explanation of the 
protective maternal powers the took to 
himself; ‘My eye always followed the girls as 
a mother’s eye would follow a daughter". 

One day, he hears that two girls were being 
leased by some young men. Presumably the 
teasing was sexual in nature. Gandhi does 
not go into details. None seem necessary to 
him. His direct allusion to the Ramayana 
and the well-worn image of Sita’s inviolable 
purity are used to explain his actions. He 
wishes to mark the female body~and here 
the argumentation defies all except the logic 
of sexual repression—so that the boys might 
be punished. 

I wished.the two girls to have some sign on 
iheir person as a warning to every young man 
that no evil eye might be cast upon them, and 
as a lesson to every girl that no one dare 
assail their purity. The passionate Havana 
could not so much as touch Sila with evil 
intent while Rama was thousands of miles 
away. What mark should the girls bear so as 
to give them a sense of security and at the 
same time to sterilise the sinner’s eye? This 
question kept me awake for the night. 
(P 334). 

The implicit conflation of Rama with 
Gandhi himself, the fatter so close at hand, 
so ‘maternal’, his gaze blurring into that of 
the young men, permits him to justify his 
next step, scapegoating of the female body. 
Though the older women protest, Gandhi 
finally brings them round to his point of 
view and they allow him to cut off the ‘fine 
long hair’ of the twp young girls. The 
‘double shame’ he spoke of so lucidly in his 
autobiography, his father dying while 
Gandhi was making love to his young wife 
Kasturba, heavily pregnant at the time, the 
child born weak survisdng barely for three 
or four days, has borne strange fruit in this 
episode of violence against the female body, 
object of sexual desire." 

One is forced to conclude that, in this 
particular instance, Gandhi’s use of the 
maternal persona hardly serves the ends of 
moral justice, working rather to grant him 
a dubious authority, patriarchal in nature, 
and coercive in fact. In fact there was 
nothing simple or straightforward about the 
use of the maternal image for the purposes 
of decolonisation. The complexities of 
human sexuality had to be faced, and a price 
paid for the meanings construed by the 
culture. Women writers, often mothers in 
fact and not merely symbol, had to struggle 
through the cultural validations of their 
estate into an imaginative sense that rwtored 
a sometimes painihl intimacy with their own 


selves. It was a world in which murdering 
the mother could sometimes seem necessary 
to the daughter’s growth. 

In her anger at her brother who cannot 
permit himself to mourn hts wife Tethi, who 
has abandoned him and the restrictive life 
of hierarchy and wifely duty in order to 
follow Gandhi, Thankam bursts out: 
‘Hharma! why do you always talk about 
dharma when you are cornered? This 
dliarma which does not adjust itself to 
changing times, let it go its way. If you are 
asked to kill your own mother, will you obey 
that also?’ (p 66). 

The outburst is not random or meaning¬ 
less. To murder one’s own mother in a 
culture that venerated maternal power is the 
most terrible of crimes. It was precisely what 
was asked of Parasurama, the son of 
Jamadagni, in the puranic story, source of 
a powerful narrative poem by Balamani- 
amma, a woman poet of Kerala and contem¬ 
porary of lalithambika Anlharjanam. 

VII 

Balainaniamma’s poems shun overtly 
political subjects. Time and again they 
return to the theme of the mother and child, 
a dyad at the heart of an idealised world 
where natural harmony prevails. If there are 
times when the hope she overtly espouses 
seems slightly forced—I have tried my best’, 
she wrote in a foreword to a 1970 edition of 
her poem.s ‘to keep my optimism undimmed 
... poetry, as an art beneficial to humanity 
must make [inan| know his unconquerable 
ever-evolving inner-being, not his weakness’ 
—more often than not, her poetry is mould 
ed to suit the subtle, deliberate range of her 
emotions, within which she is capable of 
great refinement.'* 

In a poem entitled ‘A Mother’s Heart’ a 
woman stops in the midst of her household 
chores and feels ‘the atoms of sunshine whirl 
around her’. She sees her small child playing 
in the compound, hears again in memory the 
sound of the stream, the music of the wind 
in the leaves and feels utterly at peace. Her 
feminine centrality—the child comes to 
clutch at her sari’s rim, the bees cluster about 
her, ants touch.her feet—achieves a perfect 
poi.se, a non-combative, unobtrusive value. 
In such a notion of the feminine, akin to 
what one discovers inthe fine, filigreed prose 
of Dorothy Wordsworth, there is no gap 
between Being and Doing, between femini¬ 
nity and an all-encompassing universe that 
nurtures human kind. The poem ends with 
a query, gently shifting the woman back to 
an enlarged self, a spiritualised maternity 
that is self-fulfilling: 

O Mother, whose love, whose embrace 

Are you seeking, when ail the creatures 

Of the world flock round you and you are 

Mother to them all? (p 3). 

In a poem of the same period entitled 
‘Sympathy" fhe feminine speaker wanders 
down to the river with her child. She sen.ses 
the grass at her ankles, the ripples of water 
all along her skin, the approaching fish. She 
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feels a most physical pleasure in the sensa¬ 
tions. The world, tender, needy, draws close 
to her; 

When 1 lit my kitchen fire the sunbeams 

Filtered in, the Katpa creepei peeped in 

To ask for water, the doves perched on my 

Doorstep and begged for food. 

As she watches her sleeping infant, she 

realises why this extraordinary sympathy for 

all living things wells up in her: 

The soul of the world look form to become 

Your beloved child. So you are mother. 

Mother lo them all (p 5) 

. - ' ¥ 

Thirty-two-years later, in 1966, the poet 
publish^ her complex, anguished portrayal 
of maternal murder and its aftermath, ‘The 
Story of the Axe*. And at least on the sur¬ 
face of it, there is nothing overt in these 
earlier images to prepare us for the violence.. 
As iMth Sita forc^ to the test by fire, as with 
the young girls on Gandhi’s Tbistoy farm, 
it Ik female sexuality that betrays the 
culturally sanctioned feminine, even the 
maternal feminine. The sage Jamadagni, 
unable to bear the thought that his young 
and lovely wife might in thought, if not in 
d^, have sexual desires from which he is 
exempt, orders her death. Each of his 
sons refuses the task of matricide. Only 
Parasurama,. in his perfect adherence to 
dharma fulfils his father's command. In her 
reflections on her own poetry, Balamani- 
amma writes that she has tried to show ‘the 
utter futility of strength and power based on 
violence;*’ 

Her point is amply borne out in the ter¬ 
rible remorse that strikes Parasurama who 
looks back on his act of maternal murder, 
all his peace destroyed, a son betrayed by 
dharma. Yet as in all tragic thought there is 
a fatal necessity to this suffering, a perfec¬ 
tion achieved at the very end. The lovely land 
of Kerala has risen up from the spot where 
Parasurama’s bloodied axe has fallen. 

At the heart of the poem is Parasurama’s 
recreation of his mother’s longing as she 
gazes at the sexual delights of the nymphs, 
a memory that can do little to redeem him 
from the desolation of his crime, or the 
violent rage that led him to massacre 
Karthaveerya and his armies. Me recounts 
his father’s terrible iealousy, and how his 
brothers shrink back at the paternal com¬ 
mand to murder Renuka: 

Burdened with love, my brothers shrank 
back, 

I alone, the beloved of my father stepped 
forward. 

High rose my axe. Lord Siva’s gift and 
My mother’s head rolled on the ground. 
There lay at our feet 
That face so gentle. 

That body which stood for humility. 

That hot blood which yearned fdr the 
pleasures of the world. 

Her wide open eyes like those of a sacrificial 
animal 

Only held hurt and astonishment’ (pp SO-Sl). 
‘The Story of the Axe’ ends with 
Parasurama after ages have passed, seated 
atop a sacred mountain, contemplating the 
land of Kerala and its inhabitants, his 



countrymen, ‘ihcir hearts stamped with my 
axe's tip’, lives still ‘tossed in the cradle of 
passions' 

How is this poem written by a woman 
rclevani to out rencciions on feminism and 
decolonisaiam? In his oven capitulation to 
dharma, in his tormented ability to pav the 
price, the fierce, masculine Parasurama por¬ 
trays the destructive element into which the 
feminine artist must plunge in order to refine 
her craft. The maternal poise, the sensuous, 
yet innocent enjoyment of Balamaniamma’s 
maternal figures, repeat if only in negativity, 
as the reader contemplates what was read 
as the sin of Jamadagni’s wife. 

For Balamaniamma, the poet, Parasurama, 
in obeying his father’s law, is guilty of 
violence against his mother. This was a 
radical insight, one with massive repeicus- 
sions when read back into the context of a 
world that had emerged from colonialism, 
the world in which the poet herself came to 
consciousness. And quite deliberately, 
Balamaniamma, in her poem, rewrites the 
familiar puranic version where the instant 
after her death by the axe, Remika, in keep¬ 
ing with her son’s wishes, is brought back 
whole, live and breathing through her 
husband’s mystic powers. In the poem, the 
son is betrayed by dhaima The mother 
cannot be brought back to life. Parasurama 
is left to Vent his rage in more and more 
murderous acts. 

A grotesque, yet telling episode in 
Agnisakshi comes to mind. Telhi, renamed 
Oevi Bahen m the Gandhian incarnation 
takes a young refugee from Pakistan into her 
ashram. She mothers and befriends her, 
renaming her Thankam. Unknown to her 
•Thankam’ has an affair with another 
inmate of the ashram, a young man who 
come from .south India, about whom it is 
rumoured that from being a Gandhian, he 
is a terrorist in disguise, hiding in the ashram 
from the police. When the police come in 
search of him Arunan has fled. Sometime 
later Devi Bahen goes to look in on 
Thankam who had been vomiting and suf¬ 
fering from fainting fits. She comes upon 
a grotesque sight: 

‘Thankam was seen strangling the neck of 
a new-born child, struggling in a pool of 
blood. Her eyes blazed She gritted her teeth. 
There was a demonic thrust to her lips. Her 
expression was fierce like that of Hhadmkah 
who strangled the neck of the demon Darika 
and drank blood (p 103). 

Sexual guilt consumes this second 
Thankam and she murders her helpless, 
newborn infant, symbol of the land itself. 
Slowly, deliberately, she strangles the child, 
explaining to Devi Bahen that she cannot 
bear to let her child suffer the violent deaths 
her entire family had to endure during the 
partition of India. She would rather take its 
life. The horrific image, never fully inte¬ 
grated into the narrative, is crucial though 
to the kind of outcastc power that Anthar- 
janam seeks, a power dimly symbolised in 
her novel in the tturning of the temple, a 
power masked over and forbidden by 


dharma, by the codes of ritual law, a power 
that the great reformer Ciandhi, for all his 
edgy puritanism was dccplv aware of but 
sometimes couldn't lace. 

Notes 

[The original version of this paper was 
presented under the title ‘Ritual Displacement 
and Virile Maternity; Feminism and Decoloni¬ 
sation in Indian Women Writers', The Francis 
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1987, Brown University Providence, Rhode 
Island.] 
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(London: Oxford Univcrsily Press, 1921), 
p 169. A large portion of this uselul 
biography is devoted to a complete cdiiioii 
of Toru Dun's letters to her friend Mary 
Martin. 

5 Ngugi wa Thiong'o, Decolonising the Mind, 
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Distribution and Price Controls on Molasses 
and Industrial Alcohol in Gujarat 

A Review 

K Kajagupalan 
K (] Sckhar 

This paper attempts to unfold the dynamics qf government controls and subsidies, albeit in a small, location- 
specific context, ft studies distribution and price controls on molasses and industrial alcohol in Gujarat. 


I 

Introductiim 

GOVfcRNMtNT controls ovci indusliy and 
subsidies thereof are widely prevalent in oui 
country.' The current active debate on it 
has proponents with cstremc views, based 
on ideological as well as on pragmatic 
grounds.-1 his paper is an attempt at train¬ 
ing the actual dynamics Of such controls and 
subsidies, albeit in a small, location-specific 
context—distribution and price controls on 
molasses and industrial alcohol in Gujarat 
At a later date, by extending the scope of 
this paper to an all India context of controls 
over .Tiolasses and alcohol, and a senes ol 
such reviews on contiols over other com¬ 
modities, wc hope to substantiale/improve 
Ol icpudiate out general hypotheses on the 
dynamics ol such contiols. w hich aie stated 
below 

a) In tlie lirsi instance, controls are initiated 
lor One or more reasons which are un 
exceptionable either by themselves or as 
a means of achieving higher level goals ' 
h) Inevitably, vested inleiesis emerge around 
such a system, eilhei u> sustain such con 
trols beyond Iheir usclul hie. or to ihwail 
the intended impacts through conipen 
satory contiols 

c) Such inlluences result in the sure and slow 
process ol such conliols becoming more 
and more ci'mplcx and more peivasisc 
over a period of time.'' 

d) The resulting system soon becomes a 
monster which knows no mastci, either 
no longer seising thc'oiiginal. unexcep¬ 
tionable reasons, or those reasons 
themselves becoming no longer relevant. 

c) Demolition ol such an existing .system 
and Its substitution by a new promising 
one. 

While we claim no originality in concep¬ 
tual terms, we hope our empirical insights 
gained through such reviews will be of 
relevance, to the continuing public debate on 
controls and subsidies in our economy. We 
believe that the climate of considered 
opinion for or against controls in a parti¬ 
cular sector of the economy is likely to be 
a cyclical phenomenon, depending upon 
which stage n the above dynariiics the 
control system has reached. Hence pure 
academic debate over the general desirability 
■ ir otherwise of controls over economy needs 


lo be icpiaccd by periodic levicws on why 
and how, 

II 

Not'd for Kxploiting Molattsos 

Molasses IS a byproduct of manufacture 
ol sugar or khandsari from sugarcane, 
lormiiig roughly 4 5 per cent of the weight 
ol canc crushed It is still rich in reducible 
sugar, to the exicnl of 1.^ to 50 per cent of 
Its weight in sugar factories, and more in the 
caseol khandsari molasses. It also contains 
some othei nutrients which arc of impor¬ 
tance when II IS used lor animal feeds. 

On the basis of average sugar recovery of 
HI per ccnl in our sugar industiy. this means 
that lor evciy 10 kg of sugar produced, 
aboni 1.5 to 2 kgs ol sugar is still left in the 
iiiolasscs ol siigai factories and more in the 
case of khandsaii Since annual sugarcane 
pioduction IS to the order of 180 million 
tonnes, this amounts lo 2.1 lo .5.6 million 
lonnes of reducible sugar in molasses of 
sugaicane. This recoverable sugar and othei 
mitiicnts in molasses should be exploited in 
the best possible mannci In addition, 
molasses is a potential pollutant, it not 
exploited properly 

Hi 

Allt*rnalivt‘ Dses «»f \loIas 80 N 

There aic several coinpeiing uses lor 
molasses: 

a) As a feed lor cattle and other animal.s, 
either directly or as a constituent of com¬ 
pounded feeds. 

b) As a binding material in foundries and 
other such miscellaneous uses. 

c) As a raw material for manufacture of 
industrial alcohol. 

d) As a raw material for manufacture of 
potable alcohol. 

While the first alternative uses molasses 
in loto for edible purposes, the .second one 
does so for industrial purposes. The problem 
of pollution does not arise in either case. 
Except for additives (denaturants) after 
alcohol distillation, the process for manufac¬ 
ture of industrial alcohol ts identical lo that 
of potable alcohol. Distillation results in 
severe problems of effluent disposal. 

industrial alcohol is an important inter¬ 
mediate input for a host of chemical in¬ 


dustries, thus having important forward 
linkage effects.' It is a substitute for petro j 
products like naphtha! Hence considerations ’ 
of relative economics and future prospects 
vii-a-vii such petro-based substitutes ■ 
demand a long-term perspective on public 
policies regarding its control.'’ Potable 
alcohol has no such significant forward 
linkages, but it is an important source 
of governmental revenues and political 
patronage.’ 

Out of the total molasses availabihiy from 
sugar factories ot 42.58 lakh tonnes in , 
1986-87 about 32.56 lakh tons were utilised | 
for various piirpo.ses. Over 27.19 lakh tons 
(83.5 per cent) was for distillation while | 
oihcr uses weie onlv to the extent of 5.37 ;; 
lakh tons (16.5 per cent). Out of the total I 
alcohol availability of 7,1)4 lakh litre.s, 5,674 ] 

lakh litres weic utilised. Potable alcohol 
formed 56 5 per cent ol this total while 
industrial alcohol tormed 40.2 per cent." 

Though about 40-50 per cent of sugarcane 
IS used in the manufacture of khandsari/gur, ,' 
there IS no published data available on how 
ihc lesulting khandsari molasses have been i 
utilised. While othei productive uses for ' 
such molasses cannot be ruled out, there is 
a widcspicad belief that much of it is either ; 
wasted oi used for illicit brewing of liquor. 

In fact this is cued as one of the ways by 
which khandsari producers aic able to com¬ 
pete with sugar lactones in spite of their 
relatively inefficient technology.’’ 

IV 

I’roh8urf8 on Public Policy 

I here arc pressures arising from several 
sources which influence public policy on 
molasses and alcohol: 

a) Because of its direct linkage with sugar¬ 

cane production, the cycles in cane pro- , 
duction result in periodic surpluses ' 
and shortages in the availability of , 
molasses.'" , 

b) The secular growth in .sugarcane produc- ' 

non and hence in the availability of ; ' 
molasses. ' 

c) The need lo encourage use of molasses, ? 
an agro-based domestically available' ■§, 
resource as a raw material for chemical'' 'i 
industries rather than imported, non-;| 
renewable petro-based intermediatet;..;,! 
This need for parity forces the govem»,,i| 
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ment to control the price of molasses and 
industrial alcohol. 

d) The potential to raise huge revenues by 
taxing potable liquor, sharing of such 
revenues between molasses/alcohol 
surplus and deficit states; and vested 
interests thereof " 

e) In some specific regions like Gujarat, 
there arc equally if not more important 
demands on molasses like for cattlefeed, 
etc. 

0 Though, compared to controls on sugar, 
control over prices of molasses may not 
significantly affect the economics of 
sugar factories, molasses price should 
provide enough incentives for its proper 
storage over the seasonal production 
pattern. 

g) The difficulties in and pressures against 
controlling the distribution of molasses 
available from khandsari production, 
given their decentralised nature and 
enormous black money in illicit liquor 
manufacture. 

V 

Mechanisms of Control 

Both the central and state governments 
exercise control over molasses and alcohol. 
Central government in turn has delegated 
several of its powers to concerned state 
governments for implementation. 

Under the Industrial Development and 
Regulation Act. central government has 
powers over production (licensing), distri¬ 
bution (including inter-state) and price of 
sugar, molasses and industrial alcohol. 
Under the Central Excise Act it levies excise 
on sugar and molasses. Under Essential 
Coipmodities Act it can control the distribu¬ 
tion of sugar, molasses and cattlefodder. 
Under the Central Sales Tax Act it can 
regulate taxation by states on purchase and 
sale in inter-state transactions. 

Similarly, under various state acts, state 


governments control the distribution ahd 
trade in sugar, molasses and both types of 
alcohol. They can levy state sale tax on entry 
into the state to ensure parity with local 
taxes. They levy excise duty on potable 
alcohol which is in (he state list. They levy 
various kinds of fees (transport fee, export 
fee, import fee, administrative charges, etc) 
on mtra- as well as inter-state movements of 
molasses and alcohol, through adminis¬ 
trative decisions. Under thq prohibition act 
(state subject), they exercise control over pro¬ 
duction and distribution of potable alcohol 
and liquors thereof. 

The centra] government’s molasses control 
orders and Ethyl Alcohol (Price Control) 
Orders are to be implemented by concerned 
state governments. They also administer the 
central sales tax as well as prosecute offen¬ 
ders under the Essential Commodities Act. 

VI 

lasues in Administration of 
Controls 

The central government may strive to 
strike an overall policy for utilisation of 
molasses and alcohol. But this does not 
imply that such a policy is equally attrac¬ 
tive to various stale governments. This 
primarily arises bCcau.se of variation in 
factors across states. 

a) States differ in terms of molasses 
furplus/deficit with respect to demand 
for various uses within the state. 

b) Importance of demand for molasses for 
distillation into alcohol vis-a-vis other 
u.ses varies from state to state. 

c) The importance of alcohol-based in¬ 
dustries and hence their demand for 
industrial alcohol vis-a-vis demand for 
alcohol for potable purpose vary from 
state to state. 

d) Molasses/alcohol surplus stales try to tap 
pan of the revenue potential when they 
are exported to deficit states for distilla¬ 


tion into potable alcohol or manufiiciure 
of liquor. 

Because state governments are imfriemen- 
ting the Central Molasses Control Order and 
the Ethyl Alcohol (Price Control) Order, in 
spite of pious intentions and pronounce¬ 
ments, each state government is virtually free 
to impose whatever controls it desires. 

Molasses/alcohol surplus states levy 
various kinds of fees on export, supposedly 
as a charge for services rendered. But some 
of these charges are so exorbitant that it 
might be more economical for a deficit state 
to import it from outside the country rather 
than from within. 

For example, in spite of acute deficit in 
molasses/alcohol availability in Gujarat, 
virtually no molasses/alcohol has been 
imported from other states. Hence for prac¬ 
tical purposes, except through competitive 
pressures on markets for products of 
alcohol-based industries, a deficit state tike 
Gujarat is virtually isolated from the 
developments in other states. Even if they 
do. get molasses from other states, the 
transportation cost invo'vcd makes the 
industrial alcohol thus produced unecono¬ 
mical compared to importing alcohol 
as such. 

VII 

P«‘culiaritit‘s of Gujarat 

There are some factors/developmenis 
specific to Gujarat which need to be 
highlighted for a proper appreciation of the 
controls over molasses and alcohol in the 
state. 

a) The first half of the eighties saw a rapid 
increa.se in sugarqane production, from 
31.92 lakh tons in 1979-80 to as much as 
77.46 lakh tons by 1983-84. But, due to 
.successive droughts, it has come down to 
55.66 lakh tones in 1986-87 (Thble I). 
Area under cane went up from 57,000 


TablI: 1: Tat-NDS and Shares in Production of Sugarcane, Moi.a.s$es and Distillation Capacities 


S No Item 

Region 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 



Quantity 

Share 

Quantity 

Share 

Quantity 

Share 

Quantity 

Share 

Quantity 

Share 




(Per 


(Per 


(Per 


(Per 


(Per 




Cent) 


Cent) 


Cent) 


Cent) 


Cent) 

1 Sugarcane, 

South Gujarat 

2824 

56.22 

Not available 

Note available 

4639 

61.18 

4438 

68 

production 

Saurashtta/N Gujarat 

2199 

43.78 

Not available 

Not available 

2943 

38.81 

2052 

31 

(000' tonnes) 

Tbial 

5023 

100 

6695 

100 

7746 

100 

7582 

100 

6490 


2 Molasses produc- 

South Gujarat 

182294 

72.85 

166486 

78.2 

133998 

80.3 

128761 

79.03 

202462 

88 

tion at sugar 

Saurashtr^N Gujarat 

68298 

27,18 

46424 

21.8 

32865 

19.7 

34159 

20.97 

27269 

II 

factories (tonnes) 

Ibtal 

251292 

100 

212910 

100 

166853 

too 

162920 

100 

229731 


3 Installed capacity 

South Gujarat 

22300 

80.51 

22300 

80.51 

46400 

89.58 

46400 

89.58 

56400 

73 

for alcohol distil- 

Saurashtra/N Gujarat 

5400 

19.49 

5400 

19.49 

5400 

10.42 

5400 

10.42 

20400 

26 

lation {OOC Itrs) 

Ibtal 

27700 

too 

27700 

100 

51800- 

100 

41800 

100 

76800 


4 Effective capacity* 

South Gujarat 

22300 

80.51 

22300 

80.51 

27400 

83.54 

27400 

83.54 

37400 

64 

for alcohol distil- 

Saurashtia/N Gujarat 

5400 

19.49 

5400 

19.49 

5400 

16.46 

5400 

16.46 

20400 

35 

lation (000’ Itrs) 

Total 

27700 

100 

27700 

100 

32800 

too 

32800 

100 

57800 



Note: * Effective capacity is different from installed capacity because some distilleries might be closed for an entire year or a part of a year 
> because, of pollution problems. 

Sources: (I) Indian Sugar. 

(2) Government records. 

(3) , (4) Industry associations. 
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Figure : Schematic Repkesfn fation of the Dynamics of control over Molasses and 
ALCOHOL IN Gujarat (India) 



hwtafes ib 1.03 lakh hectares and drop¬ 
ped back to 69,000 hectares. 

b) Cane crushed by sugar factories increased 
from 20.95 lakh tons in 1979-80 to reach 
a peak of 54.61 lakh tons by 1981-82. But 
in spite of increasing cane production, it 
declined to as low as 36.22 lakh tons by 
1984-85 and climbed back again to about 
50 lakh tons by 1985-86 and 1986-87. This 
drop in share of sugar factories was due 
to diversion of cane to khandsari gur 
production. 

c) Because of the expected increase in cane 
production and molasses availability, new 
distilleries came up and total capacity 
increased from 277 lakh litres of alcohol 
per annum in 1982-83 to 767 lakh litres 
per annum by 1985-86 (Table 1). 

d) The diversion of cane'to khandsari/gur 
was primarily in the Saurashtra region 
where several sugar mills closed down due 
to lack of cane supplies. Ironically, the 
second biggest distillery was put up precisely 
in this region, whereas the biggest 
distillery, located in south Gujarat was 
closed down due to pollution problem. 
As Thble 1 shows, in 1985-86 south 
Gujarat accounted for only 68 per cent 
of sugarcane production but provided as 
muclLas 88 per cent of molasses. The cor¬ 
responding shares of Saurashtra.^north 
Gujarat were 32 per cent and 12 per cent 
respectively due to dis^rsion of cane for 
khandsari/gur. Though it had only 12 per 
cent of molasses, this region accounted 
for 27 per cent of installed capacity and 
35 per cent of effective capacity for pro¬ 
ducing industrial alcohol. There has been 
a consistent trend in this mismatch over 
these years as can be seen from Tkble 1. 

e) Because of other equally pressing 
demand for molasses, as against an all 
India average of 80 per cent, only about 
60 per cent of the stagnant or declining 
supplies of molasses could be allocated 
for distillation purposes (see Ikble 2). 

0 The combined impact was a reduction in 
molasses allotted to distilleries relative to 
their capacities. It came down from ^-82 
tonnes of molasses pier KL of installed 
capacity in 1981-82 to as low as 1.91 


tonnes of molasses per KL of installed 
capacity in 1985-86 (see Table 2). Gujarat 
government equitably allocated molasses 
to distilleiies in proportion to their 
capacities. To achieve the match, molas¬ 
ses had to be transported for long 
disunces for some distilleries. Some 
sugar factories were forced to underutilise 
their distillery capacity, though molasses 
was being moved from their factory to 
some other distillery. Given the four to 
one reduction in weight (from molasses 


to altohoi), this is a terrible waste of 
resources. 

g) The distilleries were not able to absorb 
the cost of underutilisation and longer 
transportation because they were not 
allowed to sell alcohol for any piotable ■ 
liquor manufacture, which is always more 
profUable. On an all India basis, about 
56.5 (>er cent of alcohol produced was 
used for potable purposes whereas all 
alcohol produced by distilleries in 
Gujarat was only for industrial uses. If 


Table 2: Mola.sses. Release Orders Issued by Government for Various Uses 


S No Release Order Issued* (in 
tonnes) for Molasses 
for use in 


1 Distilleries 

2 Cattlefeed 

3 Others 

4 Tbtal 

5 Installed capacity for alcohol 

distillation ((XX)’ litres) 

6 Effective capacity for alcohol 

distillation ((XX)’ litres) 

7 Molasses/unit of installed 

capacity (1/5) 

8 Molasses/unit of effective 

capacity (1/6) 


1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

Quantity 

Per Cent 

Quantity 

Per Cent 

Quantity Per Cent 

Quantity 

Per Cent 

Quantity 

Per Cent 

1335(X) 

48987 

41532 

224019 

59..59 

21.87 

18.54 

100 

133000 

49528 

38617 

221145 

60.14 

22.39 

17.46 

100 

134989 58.87 

52691 22.98 

41616 18.15 

2292% 100 

108454 

37097 

30424 

175975 

61.63 

21.08 

17.28 

100 

146448 

58227 

40846 

245521 

59.64 
23.72 

16.64 
100 

27700 


27700 


51800 

51800 


76800 


27700 


27700 


32800 

32800 


57800 


4.82 


4.8 


2.61 

2.09 


1.91 


4.82 


4.8 


4.12 

3.31 


2.53 



*SouKr. Government Records. 
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(he entire cost were to be passed on to 
the alcohol-based industries, Ciuiarat 
could not meet sonipelilion Irom other 
stales 

Mil 

Uynuniics of (Control 

Giv'en the above background, we have 
tried to organise the dvnamies ol eontrol in 
line with our hyptitheses described in the 
introductory seaion (see figure for a shemattc 
representation). 

With speedic reference to Gujarat, the 
relevant higher level objective.s (apart from 
any other national level objectives) which 
directly contribute to the system of controls 
are as follows: 

a) Importance ol dairying and hence the 
need for allocating molasses for cattle- 
feed manufacture. 

b) The long .standing prohibition policy of 
the stale government and the consequent 
need to find alternative uses for molasses. 
We define vested interests to be those who 

attempt to influence and/or circumvent 
public policy because of their personal stake. 
Thus the two vested interests opposed to 
these higher level goals are: 

a) Major users (illicit distillers) ol molasses 
of khandsari. Because of their depen¬ 
dence on such diversion, khandsari 
manufacturers them.selves became a 
vested interest group jn beating the stated 
prohibition policy. 

b) Though prohibition is the current public 
policy, the climate of opinion is veering 
towards relaxation. During early eighties 
it was expected anytime. Hence, in 
spite of known diversion of cane for 
khandsari. several new distilleries were set 
up. It is alleged that the expected relaxa¬ 
tion in prohibition and the potential 
highly profitable potable alcohol market 
wa.s an important unstated reason behind 
establishing such new di.stillerie.s. This 
resulted in e.xces.s capacity creation. 
These two vested interests resulted in a 

severe shortage of molasses. Faced with the 
excess distillation capacity relative to the 
molasses available, the state government 
allocated the molasses meant for distillation 
(after meeting other needs) in proportion to 
installed capacities. The match between 
availability of molasses in various locations 
and distillation capacities was only a sub¬ 
sidiary consideration. This resulted in two 
undesirable impacts on cost of production.- 

a) Cost of keeping all the distilleries under 
operation in spite of underutilisation. 

b) Cost of unnecessary transportation of 
molasses, in spite of availability of 
distillation capacity nearby. 

The distilleries could not absorb these 
costs since they could not sell their alcohol 
in the profitable potable liquor market. 
Hence, they in turn built pressure on the 
government to increase the price of in¬ 
dustrial alcohol payable by the alcohol-based 
industries in the state. 


IX 

(^unoliisions 

The history of controls over molasses and 
afcohol in Guiarat broadly supports our 
hypotheses on the dynamics of such con¬ 
trols. I he control system has perhaps 
alieady reached the dysfunctional fourth 
stage of such a dynamics as evidenced by the 
lol lowing. 

a) Increasing diversion of molasses for illicit 
liquor distillation through diversion of 
cane for khandsari manufacture. Some 
sugar factories like Dharoji, Amreli, Una, 
Taluja in Saurashtra/N Gujarat have been 
hit very hard. 

b) Severe underutilisation of distillery 
capacities (only 35 to 40 per cent in the 
last 4 years). 

c) System inefficiencies in unnecessary 
transportation of molasses, resulting in 
an estimated excess movement of 20 
million ton km costing Rs 31 lakh per 
annum.’’ 

NoU'b 

1 It IS estimated that SS major items whose 
prices are either fully administered, partially 
administered or subjected to diflereni forms 
ol voluntary and other mechanisms of con¬ 
trol I e a weightage of 30 8.5 per cent in 
the .olesale Price Index (WPI) See 
gover ,ment ol India, ministry of Imance, 
department of commerce. Administered 
Price Policy: A Disciosion ftr/xv (l<)86). 

2 The pioneering ailempt to docuiiieni such 
views on controls and subsidies was made 
by The Committee on Controls and Sub¬ 
sidies (Dagli Committee). See government 
of India, ministry of finance Report oj the 
Committee on Controls and Subsidies 

3 l or example, prohibition may be presumed 
to be an unexceptionable goal in our context 
while import control over a specific com¬ 
modity may contribute to a higher level 
goal, say. maintaining foreign trade balance. 

4 That controls and subsidies have become 
more complex and pervasive over a period 
of time has been illustrated with reference 
to .several sectors in the Report of the Com¬ 
mittee on Controls and Subsidies, cited 
above. 


5 F.ihylene, acetaldehyde and butadiene arc 
the primary products from w hich a host nl 
secondary products like acetic acid, acetic 
anhydride, polyethylene, ethylene glycol, 
styrene, vinyl acetate monomer (VAM), 
synthetic rubber, etc, can be produced. See 
government of India, ministry of chemicals, 
Report oJ the Committee on Ethyl Alcohol, 
1977, p 13 (Swaminathan Committee) 

6 The Bhattacharya Committee (1980) set up 
by the ministry ol petroleum and chemicals 
has attempted an analysis of the com 
parative economics of producing the above 
products from alcohol as feedstock vn-a 
VIS petro-based intermediates. They con 
eluded that in the long run, there is a clear 
economic justification for use of alcohol as 
the feedstock. 

7 bor example, Kerala which is a deficit state 
in alcohol, used hardly any-alcohol for iii 
dusirial purposes but generated Rs l.30crorc 
m excise duties during 1986-87. Whereas, 
UP, a surplus state earned only Rs 140 crore 
since a significant quantity was used for in 
dustrial purpo,se as well as exported to other 
states. Similar is the case with Maharashtra 
(Economic Times, June 16, 1988, p 6) 
There have been many reports of bribes and 
political patronage in allocation of alcohol 
for, potable purposes either within oi 
outside the state. 

8 Economic Times, June 16, 1988, p 6. The 
proportion of alcohol used for potable 
purpo.se was only around 30 per cent in 
1976-77. 

9 During private discu.ssidns with sugar nulls 

10 Sugarcane production in India has been 
c'xhibiting a 4-5 cyclical pattern for almost 
five decades. 

11 Potable alcohol and liquor and raw narcotic 
substances are the only commodities on 
which excise duly can be levied by the state 
governments as per our constitution. The 
excise duly and the other fees on alcohol 
and liquor (apart from sales tax) collected 
by various state governments are around 
Rs 2,000 crore m 1985-86 or about 15 pei 
cent of the total tax revenues raised by stale 
governments on their own. 

12 That is to say that the same amount ot 
alcohol could have been produced with no 
changes in installed capacities of various 
distilleries, by merely allowing different 
capacity utilisation of various distilleries so 
as to minimise cost of transportation ot 
molasses. 
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DISCUSSION 'I 


Sickness in Indian Textile Industry 

Causes and Remedies 

Baj^aram Tulpuie 


PRAFUL ANIJBHAI has presented in his 
paper (November 26, 1988, Review of Manage¬ 
ment) a wide-ranging narration of what he 
views as the causes of and remedies for the 
sickness in the Indian textile industry. This is 
not intended as a reply, much less as a rejoinder 
to what Anubhai says in his paper although 
there is frequent reference to him here. These 
are only some thoughts and views on the same 
general theme. 

Anubhai presentg. what can be generally 
recognised as the industry’s case although he 
does not gloss over some of the failures of 
management that have contributed to the stag- ^ 
nation of the industry. On several points, his 
complaint is valid. The excessive segmentation 
of the industry, the heavy and inequitably 
distributed burden of excise and other levies 
which have steadily become heavier year after 
year, the inability or reluctance, or both, on the 
part of government to take effective steps to 
stabilise prices of raw cotton, the inability or 
reluctance, or both, to stop the rampant pro¬ 
liferation of powerlooms, have been recognised 
as among the principal factors which have 
undermined the health of the textile mill sector. 
The Expert Committee on Textiles had clearly 
identifi^ these and several other problems con- 
Ironting the industry and recommended reme¬ 
dies lor them. The new textile policy (1985) also 
recognised these problems. But government 
Ignored the Expert Committee’s plea that its 
recommendations should be’’‘treated as an in¬ 
tegrated set" and should be "implemented as 
a package", as otherwise, “more distortions may 
occur”. The new textile policy was not itself an 
acceptance of the Expert Committee's recom¬ 
mendations as a package, and the implemen¬ 
tation of the policy remains halting and 
piecemeal. 

The Expert Committee had taken the view 
that industrial policies, trade policies and fiscal 
policies should not be seen in a compartmen¬ 
talised manner in their impact on the textile in¬ 
dustry but the overall impact of these policies 
taken together should Ije kept in view in fram¬ 
ing these policies (para 5.2 of Expert Commit¬ 
tee’s report). There is no indication whatever 
that these policies are being framed with such 
an overall view. 

The ways of government and bureaucracy be¬ 
ing what they are, within weeks of the Expert 
Committees recommendations being submitted, 
the incumbents in the three key positions—the 
minister, the secretary of the ministry and the 
Textile Commissioner—on whom the respon¬ 
sibility of formulating and implementing a new 
policy would naturally fall,*were changed, the 
first through one of the numerous ministerial 
reshuffles and the other two through transfers. 
Thus the formulation and implementation of 
"the new policy was in the hands of a hash set 
of persons who had not shared in the labours 
of the Expert Committee and could not have 
fully understood the approach and thinking 


behind its recommendations. 

As soon as the new textile policy was an¬ 
nounced, it came under sharp attack from some 
quarters because it was feared that the com¬ 
posite mill sector would take advantage-of the 
new pohey to rapidly expand its capacity. That, 
'it was felt, would severely hurt the powerloom» 
as well as the handlooms. No such thing has 
actually happened. 

.Those who opposed the new policy on the 
ground that it favoured the mill sector at the 
cost of the decentralised sector also overlooked 
the fact that sickness of the units in the mill 
sector resulting in severe hardship to a few lakh 
human beings was the major factor that 
demanded a new policy framework in the first 
place. In a condition of large excess in total 
capacity, any policy intended to give relief to 
the mill .sector would inevitably abridge some 
of the advantages that the powerlooms had 
been used to. 

Next to food, clothing is a basic human need. 
No one argues that food should be taxed to 
generate revenue for the State. On the contrary, 
production and distribution of food are heavily 
subsidised. Textiles, on the other hand, have 
been increasingly and heavily taxed at various 
stages (Anubhai’s Ikble 7). Such a fiscal policy 
is evidently not calculated to promote the health 
of the textile industry, nor to bring within the 
means of the people their second most basid 
need 

One must, however, differ from several of the 
points made by Anubhai and also mention 
>omc which he has not made. He does blame 
mill managements for their ‘static perception’ 
of the industry. But he makes no mention of 
the far more grave failings of gross mismanage¬ 
ment, diversion of funds and various kinds of 
shady dealings which have come to tight from 
time to time. Even if nothing else had gone 
wiong, many mills would have gone sick and 
clo.sed down due to such factors alone. 

Anubhai has highlighted four points as wor¬ 
thy of note in the context of the sickness of the 
industry. The first of these, that the sickness 
IS neither temporary nor isolated, may be con¬ 
ceded. Not so the other three. According to 
lable I in his paper, the percentage of sickness 
in composite mills is somewhat higher than in 
spinning mills. But the comparison of these 
percentages could be misleading. If, as is 
generally believed, it is the weaving stage in the 
composite mills that has tendered them sick due 
to competition from powerlooms, it would be 
logical to infer that the spindleage in the com¬ 
posite mills is rendered idle not because the 
spinning operation becomes uneconomical but 
because the whole mill goes sick due to un¬ 
economical weaving. The higher percentage of 
closed spindles in composite mills is, therefore, 
of no special signiFicahce. If the proptjrtion of 
workers displaced due to units’ sickness is taken 
as the indicator, Anubhai’s table shows that this 
proportion is higher in the spinning t^n in the 


composite mills. Thus, tio conclusive inference 
can be drawn as Anubhai has done. 

RJ,W Cen rON AND CTOTH PRICES 

Anubhai’s elaboration on the alleged better 
state of the spinning than of the composite mills 
is also questionable. He complains that cotton 
cloth prices have lagged behind raw cotton 
prices and cites relevant Figures in his Dible 2. 
Actually, that table gives the opposite picture. 
In the last year of the series, 1987-88, there was 
an abnormal rise in cotton prices, the index 
going up by 114.3 points in a single year. If that 
year is excluded, the rise in cotton price index 
was from 107.8 in 1971-72 to 184.7 in 1986-87. 
i e, 76.9 points in 15 years. Cotton cloth price 
index, however, rose from 111.2 to 272.4, i e^ 
161.2 points during the same period. During the 
four-year period from 1971-72 to 1975-76, and 
again during eight years, from 1978-79 to 
1986-87, cotton cloth prices index was con¬ 
sistently above that for raw cotton, except for 
two years, 1973-74 and 1984-85, but only 
marginally so even in those two years. On the 
other hand, cotton cloth price index exceeded 
raw cotton index by large margins in several of 
the years, as the following table shows: 


Year 

Raw Cotton 
Price Index 
(1970-71 

Cotton Cloth 
Price Index 
(1970-71«100) 

1975-76 

136.11 

161.7 

1982-83 

199.11 

244.1 

1985-86 

215.5 

269.0 

1986-87 

184.7 

272.4 


Anubhai’s Tkble 2 thus shows that over’the 
period covered by it, the index of cotton cloth 
prices, by and large, ruled well above that of 
raw cotton prices except for the abnormal 
behaviour of the latter during 1987-88. 

How did the cotton mill industry respond to 
the fluctuations in cotton prices? Firstly, it 
never passed on to the consumer the benefit of 
any fall in cotton prices. As Anubhai’s Ikble 2 
shows, even during the spells of sustained fall 
.n cotton prices (1976-77 to 1979-80), the index 
of cotton cloth prices continuously rose from 
165.7 to 192.6. Again from 1984-85 to 1986-87 
index of cotton prices fell steeply from 26Z6 
to 184.7, but that for cotton cloth rose from 
258.2 to 272.4. 

Secondly, did the industry utilise the oppor¬ 
tunity of falling cotton prices to raise the out- 
put of cotton cloth? That would have helped , j 
it to achieve higher capacity utilisation, lower '' 
unit costs and thus nurse iu market. The larger '. 
output of cloth could have been sold in the 
market by bringing prices down or at least 
holding them. That should have been (hb 
strategy of any really forward looking industry. ] 
But the output of cotton cloth from the mUl 
industry actually came down from 3,881 million ‘;; 
metres in 1976 to 3,206 metres in 1979' thb . '] 
period when cotton prices were steadily falling. 

It is true that the output of blended fabrics did 
go up during that period. Even allowing fw . | 
that, however, it can be asserted that the i J 
industry failed to raise output when cotton (i 
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prices were favouiabie. Thus, even during the 
spells of (avouridite trends in raw cotton prices, 
the industry neither expanded output nor 
reduced prices. What inference should one draw 
from this behaviour of the industry? 

There is, indeed, reason to doubt whether the 
millowners in the private sector are really in¬ 
terested in continuing to run the mills in view 
of their modest profitability. The past two 
decades have seen mill after mill, including 
some very reputed and prosperous ones, going 
tick and closing down. This trend continues 
and government steps in and takes them over. 
If, as appears to be the prospect, a number of 
mills are going to land up with the government 
anyhow as tick/closed units, should the govern¬ 
ment not seriously consider whether it should 
not step in before and not after terminal illness 
sets in? 

The Maharashtra government has declared 
itself in favour of sick/closed textile mills being 
run by co-operatives of workers. This looks 
quite an attractive idea which may have been 
inspired by the case of Kamani TUbes, The pro¬ 
blem of sick textile mills, however, is far more 
complex than that of Kamani lUbes. While 
units that are technologically viable could, 
indeed, be run through workers’ co-operatives, 
such units are unlikely to become available for 
such transfer. Units which are largely or entirely 
junk can hardly be run successfully by workers’ 
co-operatives. In declaring its policy, Mahaiashtra 
government is possibly seeking to absolve itself 
of any responsibility in relation to these mills 
and more importantly in relation to the tens 
of thousands of workers who have lost their 
jobs or ate faced with the pro.vpect of losing 
them. 

Anubhai contends that sickness largely af¬ 
flicts the organised sector. This again is ques¬ 
tionable. It may be true that 17 per cent of the 
looms in the organised sector arc closed down 
and many more are sick. But the proportion 
of idle capacity in the powerloom sector is un¬ 
doubtedly much greatOi. Anubhai’s estimate of 
the numter of looms in the powerloom sector 
is 11 lakh. If all these worked two shifts even 
at a moderate efficiency, they would produce 
over 2,000 erore metres of cloth per year (300 
days work). Actually, they produced no more 
than 630 crore metres in any year (Anubhai’s 
Ihble 14). Thus, capacity utilisation here is of 
the order of 30-35 per cent. In other words, the 
equivalent of about 65 to 70 per cent of the 
capacity in the powerloom sector is, for all prac¬ 
tical purposes, idle Hardly a symptom of good 
health! Clearly, the decentralised sector in in¬ 
dustry, like the poor in society, is less visible 
and audible and hence its sickness attracts less 
attention than does that of the organised sector. 
Powerloom operators rarely get loans from 
banks, much less on soft terms, and hence there 
is no uproar about defaults. When some of 
them pull down their shutters temporarily or 
permanently, there is no uproar in the press nor 
questions in the legislature or parliament! 

Anubhai’s fourth noteworthy point is; sick¬ 
ness is more prevalent in the older textile cen¬ 
tres in Gujarat and Maharashtra than else¬ 
where, and this he attributes primarily to high 
wages and secondarily to higher relative prices 
of power and other inputs. Out of 281 com¬ 
posite mills in tl}e country, as many as 167, or 
59.4 per cent, are in Gujarat and Maharashtra. 
Similarly, out of 674 spinning mills in the coun¬ 
try, 387 (57.4 per cent) are in Tamil Nadu. As 


against these percentages, 65.4 per cent of the 
closed composite mills are in Gujarat and 
Maharashtra and 40.7 per cent of the closed 
spinning mills are in Tamil Nadu.' This hardly 
shows greater incidence of sickness in the older 
centres than elsewhere. Many mills standing in 
isolation in various other places are also known 
to be sick/closed. 

In Table 21, Anubhai pre.senls a picture of 
the finances of textile mills and the picture is 
none-too-rosy. But for private sector mills alone 
the picture is not quite as gloomy, for a large 
part of the gloom is contributed by the public 
sector mills. The losses of public sector mills 
before depreciation, interest and taxes were 
Rs 76 crore in 1983-84, Rs 93 crore in 1984-85 
and Rs 28 crore in 1985-86.* If these are ex¬ 
cluded from the figures of PBTDI given by 
Anubhai. the surpluses for these years for the 
private sector mills will be seen to be not bad. 

In Table 17 to 20. Anubhai purports to show 
the cost advantage of various other states com¬ 
pared to Gujarat in respect of power, taxes and 
wages. But such comparisons can. again, be 
misleading. (Incidentally, Table 20 shows total 
wages in Haryana and Punjab as only Rs 550 
and Rs 560 pm, respectively. These figures ap¬ 
pear too low.) It is true that wages and power 
charges are high in Maharashtra. Timil Nadu 
and Gujarat compared to those in states like 
Madhya Pradesh, Kerala, Haryarui and Punjab. 
The latter group of states have only 9 per cent 
of the spindles and 8.5 per cent of the looms 
in the country as a whole.^ Do these states 
pose any serious competition to those tn the 
former group in terms of share in total output, 
market share, exports or any other parameters? 
If not, how does their cost advantage cause 
sickness among mills in Maharashtra, Ihmil 
Nadu and Gujarat? Further, the cost handicaps 
of the other states like Punjab, Haryana or 
Kerala tn transportation of raw cotton, finished 
goods and so on are not taken into account in 
Anubhai’s comparison. 

Similarly, in Ihble 15, cost comparison for 
different operations among different sectors is 
given. The difference in weaving costs between 
the.mill sector and powerlooms is almost en¬ 
tirely accounted for by the higher overheads of 
mills. But the table does not show the com¬ 
parative cost of yarn for the two sectors. Since 
mills spin their own yarn while powerlooms 
must buy their requirement from merchants, 
it has been estimated that yarn cost for power- 
looms is about 12 per cent higher than for mills. 
This cost disadvantage virtually neutralises the 
advantage in overheads for the powerlooms sec¬ 
tor. A number of powerloom operators weave 
on only conversion basis and their conversion 
charges have to be negotiated with hard- 
bargaining merchants for whom they weave. 

Anubh^ seems to envy the Bombay mills for 
being able to reduce their labour force by 
60,(XX), “sans the cost of rationalisation’’, after 
the 1982-83 strike. But ate the massive misery 
and suffering of 60,(XX) families of no conse¬ 
quence? He would like a comparable numbN 
of workers to be shed by the Ahmedabad mil^ 
too. Of course, Anubhai is not the only in¬ 
dustrialist to think in these terms. Almost all 
industries, including those in the public sector, 
complain that they are overmanned and ate 
devising ways of shedding what they view as 
surplus workers. For the employers, of course, 
this looks like an easy way out. But such large- 
scale displacement of labour involves heavy 


social costs. Who will bear these? As the sptead 
of micro-electronics has shown, even affluent 
countries find it difficult to meet these social 
, costs which are not monetary alone. Or do we 
! just leave these displaced worken in destitution 
as tens of thousands of those displac^ front 
the Bombay industry and also elsewhere have, 
indeed, been left? The organised, factory sector 
is hardly likely to provide alternative jobs to 
, them as the total employment in that sector is 
virtually stagnant for many years. On the other 
hand, will our industries le^y become healthier 
by depriving lakhs of working class families of 
their purchasing power and thus driving them 
out of the effective market? 

Exports and Modernisation 

Making our textile industry “internationally 
competitive’’ is an objective on which Anubhai, 
like many others, lays great stress. But is being 
internationally competitive really so important 
a goal in the context of the health of the entire 
textile industry, or even of the mill sector? 
India’s textile industry is a large one. Its total 
output js among the largest in the world with 
only thit US and perhaps China comparable to 
it. The composite mill sector alone has the 
capacity to produce, and in the past has actually 
produced, around 5,(XX) million metres .of 
fabrics per year. Can the health of so large an 
industry be ensured on the strength primarily 
of exports? Hong Kong no doubt exports a 
large part of its textile products. But Hong 
Kong’s total output of textiles, and for that mat¬ 
ter that of Pakistan and the Republic of Korea, 
is only a fraction of that of India. For India 
to aspire to export a comparable proportion of 
its own far larger output appears to be unrea¬ 
listic. For our textile industry, the bread and 
butter market has to be at home and not 
abroad. During the past few years our exports 
of textiles, especially of garments, have risen 
spectacularly and that trend should be main¬ 
tained. But to make a fetish of exports is no 
remedy for the sickness of our mills. 

What will make our textile mills competitive 
internationally or domestically? Conventional 
wisdom is that both for making our textiles in¬ 
ternationally competitive and upgrading quality, 
modernisation in the form of increasing adop¬ 
tion of the most modem, sophisticated machi¬ 
nery, equipment and processes developed in the 
industrial countries is unavoidable. Hence 
modernisation is generally viewed as the remedy 
for the sickness of the textile mills. Import of 
textile machinery is on OGL and is resulting 
in a net outgo of over Rs 500 crore per year 
in the name of modernisation. It is another 
matter that the share of our textile exports ac¬ 
counted for by really Tine and sophisticated 
fabrics is. quite snyall. 

CHOICE OF TECHNOUXJY 

This conventional wisdom needs to be ques¬ 
tioned. Whether for achieving international 
competitiveness or for selling in the domestic 
mass market, industry must be able todceep 
.costs of production down. It is not always the 
datest, most sophisticated technology or machi¬ 
nery that achieves (|us objective, for the simple 
reason that the capital cost of such technology 
and madiineS is very high, much of it in foreign 
exchange 'The hig^ ctmital cost can, in a great 
many cases, not be lecotiped by savings in 
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b labour even if we ignore the broader socio- 
I economic consequences of a capital-intensive, 
labour-saving mode of production. Count for 
count, is the total cost, including capital cost 
of spinning a kg of yarn, lower on a reasonably 
well maintained and efficiently operated con¬ 
ventional spinning system generally in opera- 
lion in our mills or on open-end rotors? Sort 
tor sort, is the total cost, including capital cost, 
of weaving a metre of fabric lower on a well 
maintained, efficiently operated ordinary loom, 
on an automatic loom or on a shutlleless loom? 
I)esign for design, is the cost, including the 
capital cost and considering the machine utilisa¬ 
tion factor, of printing a metre of fabric lower 
on the heat transfer process or on a rotary 
screen priming machine than on the older 
systems? Answers to questions like these can 
enable intelligent choices of technology to be 
made instead of blindly going in for everything 
that is the latest in the developed world. Moder¬ 
nisation must be based on such intelligent 
choices of technology and not on an acceptance 
of any technology as a datum in respect of 
which we have no choice. 

Studies done at the Ahmedabad Icxtilc 
Industry Research Association (ATIRA) have 
this to say on these questions; 

Thus in the case of a [capital] recovery 
period of 10 years, rotor .spinning works odl 
to be Konomical for 10s and 14s counts of 
yarn, but not for 20s. In case, however, the 
recovery period is shortened to 5 years in 
keeping with the industry practice—14s count 
also becomes uneconomical to be produced 
with the [rotor] technology.’ 

Exhaustive computational exercise.s for 
machinery modernisation in weaving carried 
out in consultancy assignments at ATIRA 
have yielded the general conclusion that the 
more sophisticated the weaving machinery, 
the higher needs to be the selling price of the 
woven fabric in order to make the installa¬ 
tion more viable.* 

For a particular sort of polyester-cotton shir- 
ing, according to this ATIRA study, 

.. .break-even pricing permits the follow¬ 
ing ex-mill prices: Rs 17.80 in non-automatic 
weaving, Rs 18.18 in automatic shuttle weav¬ 
ing and Rs 21.3S in shuttleless weaving... 
per metre at 1980 price levels.’ 

One does not dispute the fact that when 
machines get old and cannot work efficiently 
even with normal maintenance, they have to be 
discarded and new ones installed in their place. 
The question is what machines should replace 
the discarded ones. Merely choosing those 
which are technologically the latest, most 
modern, may turn out to be a wrong choice, 
for they often result in raising the cost of pro¬ 
duction. There is no doubt that such wrong 
choices of technology have been made by the 
itextile industry—and are still being made— 
[which have contributed to the industry’s 
isickness by making its products less, and not 
more, competitive whether in the domestic or 
the world market. 

It is often argued that even if the latest 
technology and machines do not reduce pro¬ 
duction costs, indeed even increase these costs, 
they improve product quality and in the inter¬ 
national market quality is a crucial factor. But 
quality is npt unimportant in the domestic 
market either. A part of the international 
market—not the whole of it—demands the 


qualities of fineness and sophistication, and so 
does a part—the relatively affluent part—of the 
home market. But other qualities like strength 
and durability are also in demand and have 
priority in the much larger mass market at 
home as also in a fair pan of the international 
market. In the perspective of the mill sector, 
that part of the market, both domestic and in¬ 
ternational, which demands—and can pay 
for—fine, sophisticated, high value textiles 
seems to have precedence. But one wonders 
whether in opting for the technology needed 
to satisfy that demand, the mill sector docs not 
price itself out of the domestic mass market. 

FETISH OF EXPORTS 

Some of the figures given in Anubhai’s tables 
appear improbable even though he cites sources 
that look authentic. Tkble 24, for instance, 
shows Pakistan to be a large net exporter of tex¬ 
tiles, far larger than India in the year 1984. But, 
according to the ICMF Handbook of Statistics 
(1986), the production of woven cloth in 
Pakistan during several years is shown to be less 
than its exports of woven cotton piece goods 
as the following figures taken from Table 80 to 
82 will show: 


Year 

Woven Cotton 
Cloth 
Production 
(Mn metres) 

Exports 
(Mn metres) 

1980-81 

356 

514.8 

1981 

317 

565.0 

1982 

317 

517.3 


Similarly, India's installed spiiidlage is over 
five times that of Pakistan but its yarn produc¬ 
tion IS shown to be only a little over 2.S limes 
that of Pakistan. Even allowing for some idle 
spindlage in India, these figures of yarn pro¬ 
duction do not look convincing. How much 
weight should one give to these figures in 
diagnosing our problems and prescribing 
remedies? 

Anubhai laments that we do not export yarn 
on a big scale and the government, by imposing 
quota testrictions on exports of yarn, has served 
export opportunities “on a .silver platter to our 
competitors”. But Anubhai does not discuss 
what would have happened if unlimited yarn 
exports had been permitted. For Pakistan, with 
a limited ioomage and expanding spinning 
capacity, high export of yarn makes .sense. But 
India’s vast loomage, particularly in the decen¬ 
tralised sector, already precariously placed in 
the matter of yarn supplies and prices, would 
have been even more starved if India also per¬ 
mitted unlimited yarn exports only for the sake 
of competing with Pakistan or China. Would 
there have been a better example ot making a 
fetish of exports? 

AN ALTERNATIVE APPROACH 

Can one approach the question ol the health 
of the Indian textile mill industry in a different 
way? India has everything needed for a healthy, 
growing textile industry: More or less adequate 
raw materia!, cotton, ample installed capacity 
even allowing for what may be old and unser¬ 
viceable, adequate trained and skilled labour 
force, technologists and managers, a vast poten¬ 


tial market at home and an export market that 
has grown impressively in recent years- From 
a societal point of view, these factors ate enough 
to ensure the basic viability of the industry. 
Whether this viability is translated into pro¬ 
fitability in the conventional book-kee^r’s 
point of view is another matter. Fdr the society 
what is important is that the available resources 
tor the industry should be put to optimum use 
and the maximum possible quantity of cloth 
should be made available to the people as well 
as for exports.' If such optimisation is not being 
achieved within the prevailing policies, the 
blame must be laid at the door of the policies, 
which must change. If in spite of such optimisa¬ 
tion, mills fail to show adequate profits in the 
conventional sense, then the concept of profit 
must change. Since the institutional system of 
private ownership of mills will not permit such 
a change of the concept of profit, that institu¬ 
tional system will have to change. A vast 
amount of capital and productive resources of 
the society are locked up in the textile mills in¬ 
cluding in the sick and closed mills. A large 
number of people with the requisite skills are 
idle and starving with their families. A vast 
number of people who need cloth are unable 
to buy It at prices they can pay. Should the 
society permit t his state of affairs to continue, 
even to get aggravated, just because some 
people who invested capital in the mills (and 
have in most cases recouped it many times oyer 
m the past) cannot make what they view as ade¬ 
quate profit by operating the mills? The interest 
of the society and the concept of private pro¬ 
fit are clearly at variance here. 

Nationalisation has been made a dirty word 
today and the large losses incurred by the Na¬ 
tional Textile Corporation are held up as one 
of the clinching arguments against nationalisa¬ 
tion. But the mills in the NTC did not start 
making losses after nationalisation; they were 
nationalised because they were making losses 
undei private owners and had, as a result, clos¬ 
ed down Many mills not yet nationalised are 
also making losses. It does not help the textile 
industry in any way to try to put the blame for 
Its ills at the NTC’s door, for the NTC is the 
product, not the cause, of the industry’s ills. 

All said and done, the NTC mills produce an¬ 
nually nearly Rs 1,000 crore worth of textiles 
with well over Rs 300 crore of value added and 
provide some 1.8 lakh employees and their 
families—maybe about 10 lakh human beings 
in all—-with livelihood." The social value of all 
these us also the social cost if 10 lakh human 
beings arc deprived of legitimate livelihood, and 
large productive assets kept idle, should not be 
ignored. 

This is not to say that all units in the industry 
must be kept running in perpetuity regardless 
of their condition and productivity. That there 
is gross overcapacity in the industry cannot be 
gainsaid. The Expert Committee on Ibctilea 
had also taken note of this overcapacity. It is 
a failing of the whole planning process and 
public policy that allow^ such a condition of 
gross overcapacity to come into being which ' 
also means considerable wasteful.deployment 
of scarce capital. There is also no gainsaying 
the fact that at least a part of the capacity is 
not in a condition to work efficiently. Such 
capacity needs to be allowed to go out. But it 
will also'be wrong to equate all mitli' losses 
with unserviceable machinery and equipment. '''\ 
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.\U sick mills were not, and are not, necessarily 
4unk. And even the most sick mill may not be 
wholly junk; a part of it may be serviceable. 
In allowing some capacity to go out, capacity 
that is basically serviceable should not be lost 
to society. 

Itade unions need to recognise that their op¬ 
position to textile units closing down has not 
averted actual closures and loss of jobs for tens 
of thousands of workers. Current conditions 
in the industry also indicate that more units will 
go sick and close down, the unions' opposition 
notwithstanding. The re^ choice before unions 
is not between closures and no closures, but bet¬ 
ween regulated, orderly closures with maximum 
safeguards for the interests of affected workers 
on the one hand, and peremptory, unregulated 
closures without any protection to workers on 
the other. Practical wisdom seems to demand 
a strategy of keeping closures to a minimum 
and bringing within a proper regulatory frame¬ 
work such closures as become inevitable. Such 
a strategy will better safeguard workers’ in¬ 
terests than the present posture of opposition 
to all closures. 

The Expert Committee on Textiles asserted 
in its report that there is “no case for active 
encouragement to additional capacity creation” 
in any stage of the textile industry (para 4.11). 
At that time, the number of powerlooms was 
estimated at about 8 lakh. The number is now 
about 11 lakh, according to Anubhai. The 
freedom of entry granted by the new textile 
policy has not led to any growth in capacity in 
the composite mill sector which, it had been 
feared by some, would expand and swamp the 
powerlooms as well as the handiooms. On the 
contrary, the rampant proliferation of 
powerlooms has not abated. This prolileratiori 
hurts the powerloom sector itself as much as 
it does the mills. The small operators opting 
for powerlooms perhaps have no information 
on installed capacities, market demand, cost of 
production, and so on. They perhaps invest 
their modest capital resources m powerlooms 
in the hope of making quick profits. Administ¬ 
rative measures did not succeed in the past in 
checking the growth of powerlooms. But it 
needs to be checked in their own as well as the 
industry’s interest. So merely not actively en¬ 
couraging creation of additional capacity is no 
longer enough; active discouragement is now 
called for. Wide dissemination through all 
available media of information about the 
prevailing overcapacity, underutilisation and 
consequent lack of seope for profitable installa¬ 
tion of new capacity could be one way of dis¬ 
couraging it. Fresh administrative curbs also 
may have to be considered. Arresting the 
runaway proliferation of weaving capacity must 
have a high priority in our textile policy since 
that alone will ensure fuller and more remune¬ 
rative utilisation of existing capacity. 

On a long-term view, the proper strategy for 
the textile industry would be to plan for a rapid 
increase in the output of fabrics both for the 
domestic market and for export. Larger supp¬ 
ly to the domestic markdl will itself contribute 
in a significant way to the amelioration of 
poverty in the society since cloth is, next to 
food, a basic need. Increasing supply of cloth 
should continue to be made available to the 
weaker sections by cutting out the indirect taxes 
and even at a substantial subsidy ‘f necessary. 
The country does heavily subsidise production 


and distribution of food, and does not seriously 
grudge it. Why, then, should it grudge a much 
lower total subsidy on cloth which also is a 
basic need? Socially, this will be far more 
desirable than allowing a large quantity of 
perfectly serviceable productive assets to be 
condemned, some 2 lakh worker families to be 
thrown on the streets and the output .of much 
needed cloth to be artificially restricted. This 
will demand only a traction of the social 
resources that are in recent years being chan¬ 
nelled into the production of articles for the 
consumption of the small, relatively affluent 
section of the society. 

Such an expansive, as against a re.strictive, 
strategy will call for an emphasis on augmen¬ 
ting the supply of essential inputs to the in¬ 
dustry: cotton, synthetic fibres, machinery for 
renovation, dyes, chemicals and so on. We do 
have basic infrastructure for augmenting their 
supply. 

This strategy also means that the existing 
productive capacity in all sectors of the industry 
which is in a serviceable condition should be 
utilised to the extent that raw materials and 
other inputs can be provided. Market demand, 
constrained by the poverty, and not by the need 
of the people should not be allowed to become 
a limiting factor on the output of cloth. 

Summing up 

To sum up, considerations of production for 
the people as distinct from production for pro¬ 
fit, call for a textile policy with the following 
principal features: 

(i) The perspective of policy .should be rapidly 
expanding production of textiles for the 
domestic market as well as for export. 

(ii) There should be no hesitation in forego¬ 
ing indirect tax revenue and even substantially 
subsidising textiles for the weaker sections. The 
considerations which justify large subsidies on 
food also apply to cloth and the quantum of 
subsidies, if any, will be much smaller. 

(iii) For achieving (1) above, adequate em¬ 
phasis will need to be given on augmenting the 
supply of raw materials and inputs to keep in 
operation as much of the existing capacity in 
the industry as is serviceable. 

(iv) In replacing old, unserviceable 
machinery, the choice of technology should be 
based not on labour-saving but on k^ing total 
costs of production as low as possible, sort for 
sort. 

(v) Production should be primarily for the 
domestic mass market which alone can be the 
bread-and-butter market for the industry. This 
implies that sophistication of quality should not 
take precedence over affordability in the 
domestic mass market. 

(vi) Considerations of exports should not ex¬ 
cessively dominate the choice of technology for 
renovatioA. 

(vii) Even with a policy of rapidly expanding 
production, full utilisation of the present in¬ 
stalled capacity will be a long way off. Hence 
further proliferation of powerlooms needs to 
be actively discouraged. 

(viii) Capacity within the industry which is 
unserviceable should be permitted to go out. 
But such unservibeable capacity should be 
clearly identified. Even in sick units part of the 
capacity would be serviceable That part should 
be utilised. If necessary, the serviceable parts 


from several units could be brought together 
to constitute new units. 

(ix) In the short run, there is no prospect of 
reopening all closed units. Tlade union strategy 
should aim at (a) watching out for early warn¬ 
ing signs of impending sickness; (b) pressing 
purposefully for timely remedial action when 
such early warning signs are noticed so as to 
avert future closures; and (c) in cases where 
closure is a/ait accompli concentrating on max¬ 
imum safeguards for workers' interests. 

The above does not, of course, amount to 
a complete policy prescription for the health 
of the textile mill industry. Other measures like 
ensuring reasonable stability of prices of raw 
materials, especially cotton, improving the 
quality of ginning, making indigenous textile 
machinery more competitive, and so on, will 
continue to be needed. 

The proposal of permitting the mills in 
Bombay to sell the surplus land in their posses¬ 
sion in the expectation that thereby funds will 
become available for their modernisation has 
come alive again. Whatever may be the other 
merits of the proposal, it is unlikely, by itself 
tp restore the sick mills to health. For. it is a 
mistake to assume that lack of modernisation 
is the sole cause of their sickness or that non¬ 
availability of funds is the only obstacle in the 
way of their modernisation. 

Notes 

1 Handbook of Statistics on Cotton Jkxtile In¬ 
dustry. 1986, Indian Cotton Mills’ Federa¬ 
tion. Thble 14. 

2 Ibid, Ihble 3 and Anubhai’s paper. 

3 Annual Reports of Bureau of Public 
Enterprises. 

4 Handbook of Statistics on Cotton Textile In¬ 
dustry, 1986, ICMF. Percentages calculated 
from figures in Thble 3. 

5 Industrial Sickness: The Challenge in Indian 
Tixtiles, Padaki and Shanbhag (ed), ATIRA, 
p 271. 

6 Ibid, p 271. 

7 Ibid, p 274. 
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switchgears Integra Hindustan Control Limited\oi 
railway signalling switchgear and systems And 
Ouiarat Pnme Movers Limited tor industrial steam 
turbines 

Take the tael that we are a member ot the world's 
largest Electro technical Group Asea Brown Boveri 
with a turnover ol Rs 23000 crores and a presence in 
140 countries 

And take the fact that the HBB-ASEA merger will 
lead to accelerated growth Supported by over 4000 
employees, 4 R&D centres, 13 marketing offices and 
6 manufacturing locations 

And It won't surprise you that we plan to keep 
working and strengthening our group With a 
determination that has made something rather 
delightful happen 

The stars aren't that unreachable anymore Every 
now and then we reach out And pluck one 


Hindustan Brown Boveri Ltd. 

A memhei ol ihe Asea Brown Boveri group 

The power to make tomorrow brighter. 

Hindustan Brown Boveri Ltd Brown Boveri House, 
264/265 Dr A Besani Road, Worli, Bombay 400 025 


ABi 

ASFA BROWN DOVfR' 


Twenly-.six fir.sts' in 25 years 

It happens when you bring the country the very 
latest in Power Engineering technology Long before 
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It happens when you readh for the stars Make 
im[)OSbible dieains come true 

Take our salt's per*ormanco Turnover has more 
than doubled over the past four yorarr, Incieasing by 
22 8% this year alone To reach Rs 124 8 crores 
Result''’ A higher dividend An improvement ol our 
own excellent track record 

take our h lectronics Division One ot the fastest 
growing in the country Manufacturing technologically 
advHiK.ud Process Control systems and 
Tfiler'omrnunication eguipmeni And the latest 
generation LPABXs 

T ako the three new companies we arc promoting 
National Switchgears Limitea For the manufacture ol 
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That's the Hitkari Fibres success 
story! 

Hitkari Fibres Ltd. is poised for spectacular growth. 

Auning to achieve a turnover of Rs. 30 crores in the first fuU year 
of operation, the sales graph has already crossed the 1.5 crore mark. 

In only 6 weeks. 

And this is just from the sale of Hitkari's non-woven carpets. Us¬ 
ing the advanced needle-punching technology, these carpets are 
available in a fabulous range of designs, colours and textures. At 
unbelievably low prices. 

There are more winners from the Hitkari state-of-the-art plant at 
Mahad. 

• Blankets • Pillows • WallCoverii^ • Car Furnishings 

These will soon be introduced in the market. A market that's 
ready and waiting. 


HIWKAm FiBRES LTD. 

The future is yours to share. 
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Prospect 


etrospect 

There aie currently proposals for constitutional changes for ushering in 
greater decentralisation, for holding elections to panchayati raj 
institutions regularly, for larger devolution of resources by specifying 
their functions, and for adequate representation to the weal«r sections. 
However, a number of assumptions underlying the current optimism 
need critical examination in the light of past experience. 411 

Niche for Small Industry 

While small enterprises suffer from some inherent disadvantages 
vis-a-vis their large counterparts, they enjoy ceruin flexibility which can 
be exploited to advantage through a selective use of new information 
technologies. M-2 

Steps to extend entrepreneurship development programmes (EDPs) to 
small businesses are to be welcomed, but conventional EDPs have a 
number of limitations in this respect since th^ were not designed with 
the needs of such businesses in mind. There is, therefore, need for mote 
irmovative approaches with respect to selection of trainees, course 
organisation and timing, Iraining content and methodology. M-t 

The nature and effects of unequal inter-firm relations and labour 
rationalisation schemes that ate subsumed under the extensive 
subcontracting systems that characterise Japanese industry help to 
some extent to unravel the mystique of the Japanese ‘miracle’. M-15 


Shoring Up SLPEs 

There has been a spectacular growth 
in the number of state level public 
enterprises (SLPEs) as well as in the 
investment in them. However, their 
financial performance has bm 
utterly unsatisfactory and their 
management chaotic. What can be 
done to upgrade the performance 
of the SLPEs? M-3S 


GDR’a Pereatroika 

Perestroika as it is being 
implemented in the German 
Democratic Republic does not 
necessarily involve privatisation 
or unemployment. M-41 

Guilty 

The Indian People’s Human Rights 
Tribunal has found the Andhra 
Pradesh police guilty of deliberately 
burning down houses of tribals in 
the Chintapalli Agency Area of 
'Visakhapatnam district. 400 


Equitieo and Inflation 

Capital Markets have witnessed 
many major ch^es in recent years. 
What are their implications for the 
attractiveness of equities at a hedge 
against inflation? M-24 


Banks in a New Milieu 

With yields on deposits down, bank 
customers are going to turn to 
mutual funds and other high-yielding 
financial services in a big way. What, 
in this context, are likely to be the 
problems of marketing banking 
services in the next decade? M-27 


Scaremongering 

Attempts, such as the recent one by 
the Institute for Defence Studies and 
Analysis, to exaggerate the scale of 
Pakistan’s military expansion and to 
suggest that the militsuy gap 
between India and Pakistan has as a 
result significantly narrowed are 
misleading and dangerous. S95 


Pakistan’s Economic Crisis for Assam 




Subramaniae 


Pakistan’s economic crisis is real, not 
just financial. It is the serious 
problems in the real economy and in 
the state and culture of society that 
are manifesting themselves in 
the form of a finpeial crisis. 403 

Political Awareness for 

Better Health . 

A higher degree of political 
awareness has been an important 
factor that has contributed to easier 
accessibility and better utilisation of 
health facilitia in niml Kerala 
compared to rural Weal Bengal. An 
antiytia of the caste organisations, 
peaumt movements and educationid 
structure provides clues to the 
diffiereaces in political awareness of 
Bk rural poor bi the two states. 4U 


After the Nagaland and Mizoram 
assembly elections, only Assam 
remains outside the Congress(I) fold 
in the northeast. What are the 
strategies that the Congress(l) will 
adopt to complete its conquest of 
the northeast and how equipped 
is the Asom Oana Parishiui to 
withstand the pressures it is 
bound to come under? 999 


Passive Secularism 

Examination of secularism in India, 
takes colour mainly kom the Hindu- 
MusUm question and, more recently, 
perhaps the Hindu-Sikh question. 
This has shrouded from view certain 
other aspecu and inter-related 
components of the ‘secularisation 
process’. 4IB 
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Commemorating 
Safdar Ha§hmi 

IN the days following Safdar Hashmi’s 
brutal murder thousands of artists, aca¬ 
demics, journalists came together to express 
their grief and their solidarity. There seemed 
to have been a spontaneous, nationwide 
pledge not to let the terrible moment pass. 
There is now a growing determination to 
purposefully commemorate Safdar’s courage 
and so try and make it our own. 

In a series of meetings after the tragedy 
certain concrete plans for future action have 
emerged. These plans are to be realised in 
stages, at the culmination of which stands 
a project to organise a Jan Utsav in Delhi. 
This was Safdar’s project. He had discussed 
it with colleagues, hoping to involve artists 
from every field to interact with local, often 
suppressed, talent from the areas outside the 
cultural miunstream. And through a series 
of such co-performances to establish contact 
between the artists and people of their own 
city. 

In the shorter run several other program¬ 
mes are being p.’oposed, both to keep the 
promise of artists’ solidarity alive and to, 
generate funds for the njore ambitious' 
projects. 

The immediate programme is proposed 
for April 12, Safdar’s 3Sth birthday, and it 
is to continue till /^pril 16 with the follow¬ 
ing events; 

(a) The most ambitious part of the April 12 
programme is to obtain, through sponsor¬ 
ship and giftS{ a van or truck fitted out' 
for street theatre. This vehicle would serve 
Safdar’s group, ‘Jan Natya Manch’, in 
particular, but will be available for 
other groups engaged in similar mass 
performances. 

(b) April 12 will be declared Street Theatre 
Day, with day-long performances in Delhi 
(and elsewhere in India if groups respond 
to the call). The street theatre activists will 
also be called for a dialogue in the form 
of a seminar. 

(c) There is a plan to publish all Safdar’s 
articles On theatre as well as his poems and 
songs. His writings for children will also 
be included and we would like to invite 
artists to tllu.<itrate these. The books will 
be for sale. 

(d) A video on Safdar's life and work is in 
the process of being made and this will 
be shown during April 12-16. 

(e) A selection of writings and action pro¬ 
grammes put forth by people all over India 
in reaction to Safdar’s murder will be 
brought out in the form of a souvenir. An 
advertisement section in the souvenir will 
become a means to raise funds required 
for current and future activities of the 
Safdar Hashmi Memorial Committee and 
Ikust. 

(f) On successive days after April 12 there 
will be a dance concert, a musk concert, 


a full-length play, and a Kavi Sammelan- 
cum-Mushaira. These will be presented by 
eminent artistes who are sympathetic to 
the cause. These will be ticketed program¬ 
mes and will raise hinds for future activities 
of the Memorial Committee and Trust, 

(g) There is a plan envisaged on behalf of 
artists, sculptors and print makers; to 
mount a large, all-India exhibition at 
Rabindra Bhavan and then to auction the 
works to raise funds for future activities 
of the Memorial Committee and IVust. 
Safdar’s murder has made us conscious 
of the necessity of being self-reliant; the 
necessity to establish a kind of loose ‘guild’ 
based on fellowship that resists, and that acts 
when the moment comes, on behalf of 
artists. Safdar’s sacrifice is a sign telling us 
that some time or another all of us may have 
to function as artist-activists to ensure that 
abuse, violence, murder are not taken for 
granted in our society. 

SOHAiL Hashmi 
Moloyashree Hashmi 
Safdar Hashmi Memorial Committee, 

8 Vithal Bhai Patel House, 

New Delhi - 110 001. 


Solving the Babri Masjid 
Problem 

THE controversy around the Babri Masjid 
has already aroused such passions that 
India’s devdoping secular and democratic 
framework is in considerable peril. In Uttar 
Pradesh, our most populous state, this issue 
has already caused slaughter of innocent 
people and the communal tension it has 
generated throughout the country could 
easily create a conflagration. 

Our government, much to its shame, sits 
idly while the situation worsens. Leaders of 
the Muslim community have suggested some 
alternative solutions. First, let the title suit 
pending before the subdivistonal judge, 
Faizabad, for nearly forty years, be decided 
swiftly by a special bench of three high court 
judges and let not the government pro¬ 
crastinate over it any longer. The community 
is willing to abide by the decision of the 
judicial process. Alternatively, some Muslim 
leaders have suggested, lest it be thou^t that 
the Muslims are reposing their faith in the 
judiciary because their case in the title suit 
is very strong, that the mosque itself should 
be cleared of idols and declared a national' 
monument. Another alternative proposed is 
that the tailing separating the mosque from 
the Ram Chabutra be converted into a high 
wall and a temple be erected to Shri Ram- 
chandia on the other side of the mosque AD 
of these alternatives are reasonable and 
accommodative but the government, for 
reasons that do not appear clear, has not 
pronounced on them. Nor has it proposed 
other solutions which could ^ve the 
wounded senaibDity of our MusDm brethren. 


defuse the situation and create communal 
harmony among the common people 
We the signatories of this Call ^ Con¬ 
cerned Citizene are aU non-Muriims who 
believe that the government has t|w dwy to 
resolve the situation as quickly as j^msible 
Otherwise the country’s unity aa^demo¬ 
cracy will be jeopardised. The government 
must either accept one of the above- 
mentioned proposals or produce another 
which will solve the problem equitebly. 

As persons believing in democracy, secula¬ 
rism and communal harmony, we have felt 
the urgency of the question and wish to 
mobilise public opinion in favour of apply¬ 
ing these beliefs in the service of solving this 
problem. 

We propose that all like-minded people 
should come together at a Convention in 
Delhi on February 23 to discuss the ques¬ 
tion and formulate an amicable solution to 
the problem. On the next day February 24, 
we propose to bring to the attention of the 
government and the people our conclusions 
by a sit-in on the Boat Club lawns. We 
appeal to all sections of the people to help 
the process of creating a secular and demo¬ 
cratic atmosphere. 

Rajm Kothari, Balraj Puri, Khushwant 
Singh, Vaskar Nandi, Santosh Rana, 
B P Kesri, Ram Bilas Paswan, Ranoj Pegu, 
V Anaimuthu, Bhakti Bhushan Mondal, 
George Fernandes and others. 
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Fading Legality 


T he whole country has become more or less inured to the 
doings of the police and the administration in Punjab. 
The atmosphere created by highly-publicised reports of the 
daily body-counts—of alleged terrorists and of their alleged 
victims—is such that it seems pointless to be concerned about 
individual instances of illegal arrest, torture and killing by 
the polic& Only something on a much larger scale is now 
capable of evoking public concern. 

That is perhaps why the police operations in the 
aip& of Gurdaspur distnct m December-January have re;i^^ 
received some belated public attention. Here whole villages 
have been the victims of the police force headed by a 
newly-appointed superintendent, Govind Ram, whose 
notorious past record is evidently common knowledge. 
According to one newspaper report: “On January 10, SSP 
Govind Ram and 50 policemen rounded up 300 people from 
Sarchur and nearby villages, made them lie on the floor, 
kicked and beat them with leather belts and bamboo sticks 
for an houd’ Apparently members of village panchayats have 
been the special objects of police brutality, leading some 40 
sarpanches of the area to submit mass resignations last 
month. 

The public outcry over the developments in Batala forced 
Punjab governor S S Ray at last to visit Batala town earlier 
this month and go through the motions of receiving public 
representations against the police. In typical viceregal style 
Ray is also.reported to have ordered an administrative 
enquiry into the people's complaints. Of course, it is the same 
Ray who had approved the appointment of the police 
superintendent concerned with full knowledge of his past 
record. What can be asserted further is that, more likely than 
not, the appointment of the person concerned was not in 
spite of his record but because of it since; in the government’s 
view, the application of> the brutal methods which are 
evidently his hallmark is precisely what the situation in the 
area called for. What was unexpected, and has been some¬ 
thing of a minor inconvenience, is the wide attention that 
the protests of the affected people have drawn. 

It is also significant that so much of the response to the 
police brutality in Batala, and in Punjab generally, should 
be couched not in terms of outrage at the patent criminality 
,qf what the police has been doing but in terms of doubts 
about the counter-productiveness of such police behaviour 
since it is feai^ thu it will alienate the people and therefore 


hamper the operations against the terrorists. If effectiveness 
were to be the only touchstone, Govind Ram and the likes 
of him would not be entirely without a case. Their argument 
always has been that if a strong enough dose of terror can 
be administered to the ordinary people, more or less 
indiscriminately, they are likely to desist from providing 
shelter and other forms of assistance to the rebels. On the 
issue of effectiveness it is then for specialists in guerilla 
warfare to pronounce judgment. But what should cause 
alarm among the rest of us is that, very clearly, legality, even 
as amended and redefined by the succession of ever-more 
draconian laws pressed into service, has virtually ceased to 
be operative as a criterion for judging the authorities’ actions 
in Punjab. Not surprisingly, the police has exploited this 
liberation from legal constraints not just to give vent to 
sadistic instincts but even more to extract pecuniary benefit. 
Reports of threats, arrests, beatings-up and detention with 
the specific objective of blackmail and extortion and of 
financial deals struck to permit the real miscreants to go 
about their business without let or hindrance have been a 
dime a dozen. The administrations in Chandigarh and New 
Delhi have naturally to look the other way because these 
goings-on are a part and parcel of the overall approach they 
have chosen to adopt to deal with the ‘Punjab problem’. 

Alongside, what haye been thought to be safeguards 
against (he arbitrariness and high-handedness by those in 
power have also ceased to be effective. The state to which 
the judiciary, for instance, has been reduced in Punjab has 
been brought out by a recent instance. The Punjab Human 
Rights Organisation (PHRO), headed by a retired high court 
judge, has alleged that the Ludhiana police had shot dead 
three people, including an assistant profes.sor of the Punjab 
Agriculture University, Rajinde' Paul Singh Gill, in a fake 
encounter in January and disclosed the killings only 15 days 
later. According to the PHRO, Gill had been picked up by 
the police on January 25 and shot dead the next day along 
with two other persons. Much later, on February 15, the 
police announced that these three people had been killed in 
an !encounter’. Coming to know of his arrest. Gill’s wife had 
filed a habeas corpus petition in the Punjab and Haryana 
High Court. Though she had sent telegrams to the chief 
justice of the court saying that she feared foul play by-the 
police the court has fixed the hearing of the petition fen 
March 1. Of course. Gill has in the meantime been shot dead. 
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Commemorating 
Safdar Hashmi 

IN the days Tollowing Safdar Hashrai’s 
brutal murder thousands of artists, aca¬ 
demics, journalists came together to express 
their grief and their solidarity. There seemed 
to have been a spontaneous, nationwide 
pledge not to let the terrible moment pass. 
There is now a growing determination to 
purposefully commemorate Safdar's courage 
and so try and make it our own. 

In a series of meetings after the tragedy 
certain concrete plans for future action have 
emerged. These plans are to be realised in 
stages, at the culmination of which stands 
a project to organise a Jan Utsav in Delhi. 
This was Safdar’s project. He had discussed 
It with colleagues, hoping to involve artists 
from every field to interact with local, often 
suppressed, talent from the areas outside the 
cultural mainstream. And through a series 
of such co-performances to establish contact 
between the artists and people of their own 
city. 

In the shorter run several other program¬ 
mes are being proposed, both to keep the 
promise of artists’ solidarity alive and to, 
generate funds for the more ambitious 
projects. 

The immediate programme is proposed 
for April 12, Safdar’s 35lh birthday, and it 
is to continue till APtii ib with the follow¬ 
ing events: 

(a) The most ambitious part of the April 12 
programme is to obtain, through sponsor¬ 
ship and gifts; a van or truck fitted out 
for street theatre. This vehicle would serve 
Safdar’s group. ‘Jan Natya Manch’, in 
particular, but will be available for 
other groups engaged in similar mass 
performances. 

(b) April 12 will be declared Street Theatre 
Day, with day-long performances in Delhi 
(and elsewhere in India if groups respond 
to the call). The street theatre activists will 
also be called for a dialogue in the form 
of a seminar. 

(c) There is a plan to publish all Safdar’s 
articles bn theatre as well as his poems and 
songs. His writings for children will also 
be included and we would like to invite 
artists to illustrate these. The books will 
be for sale. 

(d) A video on Safdar’s life and work is in 
the process of being made and this will 
be shown during April 12-16. 

(e) A selection of writings and action pro¬ 
grammes put forth by people all over India 
in reaction to Safdar’s murder will be 
brought out in the form of a souvenir. An 
advertisement section in the souvenir will 
become a means to nuse funds required 
for current and future aaivities of the 
Safdar Hashmi Memorial Committee and 
Dust. 

(f) On succosive days after April 12 there 
will be a dance concert, a music concert. 


a full-length play, and a Kavi Sammelan- 
cum-Mushaira. These will be presented by 
eminent artistes who are sympathetic to 
the cause. These will be ticketed program¬ 
mes and will raise funds for future activities 
of the Memorial Committee and Dust, 

(g) There is a plan envisaged on behalf of 
artists, sculptors and print makers: to 
mount a large, all-India exhibition at 
Rabindra Bhavan and then to auction the 
works to raise funds for future activities 
of the Memorial Committee and Dust. 
Safdar’s murder has made us conscious 
of the necessity' of being self-reliant; the 
necessity to establish a kind of loose ‘guild’ 
based on fellowship that resists, and that acts 
when the moment comes, on behalf of 
artists. Safdar’s sacririce is a sign telling us 
that some time or another all of us may have 
to function as artist-activists to ensure that 
abuse, violence, murder are not taken for 
granted in our society. 

SOHAIL Hashmi 
Moloyashree Hashmi 
Safdar Hashmi Memorial Committee, 

8 Vithal Bhai Patel House, 

New Delhi - 110 001. 

Solving the Babri Masjid 
Problem 

THE controversy around the Babri Masjid 
has already aroused such passions that 
India’s developing secular and democratic 
framework is in considerable peril. In Uttar 
Pradesh, our most populous state, this issue 
has already caused slaughter of innocent 
people and the communal tension it has 
generated throughout the country could 
easily create a conflagration. 

Our government, much to its shame, sits 
idly while the situation worsens. Leaders of 
the Muslim community have suggested some 
alternative solutions. First, let the title suit 
pending before the subdivisional judge, 
Faizabad, for nearly forty years, be decided 
swiftly by a special bench of three h^ court 
judges and let not the government pro¬ 
crastinate over it any longer. TIm community 
is willing to abide by the decision of the 
judicial process. Alternatively, some Muslim 
leaders have suggested, lest it thought that 
the Muslims are reposing their faith in the 
judiciary because their case in the title suit 
is very strong, that the mosque itself should 
be cleared of idols and declared a national' 
monument. Another alternative proposed is 
that the railing separating the mosque from 
the Ram Chabutra be converted into a high 
wall and a temple be erected to Sbri Ram- 
chandta on the other side of the mosque All 
of these alternatives are reasonable and 
accommodative; but the government, for 
reasons that do not appear clear, has not 
pronounced on them. Nor has it proposed 
other solutions which could ^ve the 
wounded sensibilHy of our Muslim brethren. 


defuse the situation and ideate communal 
harmony among the common people 
We, the signatories of this Call ^ Con¬ 
cerned Citizens, are all non-Muslims who 
believe that the government has the duty to 
resolve the situation as qidckly as po^ble. 
Otherwise the country’s unity and demo¬ 
cracy will be jeopardised. The govomment 
must either accept one of the above- 
mentioned proposals or produce another 
which will solve the problem equitably. 

As persons believing in democracy, se^a- 
rism and communal harmony, we have felt 
the urgency of the question and wish to 
mobilise public opinion in favour of apply¬ 
ing these beliefs in the service of solving this 
problem. 

We propose that all like-minded people 
should come together at a Convention in 
Delhi on February 23 to discuss the ques¬ 
tion and formulate an amicable solution to 
the problem. On the next day February 24, 
we propose to bring to the attention of the 
government and the people our conclusions 
by a sit-in On the Boat Club lawns. We 
appeal to all sections of the people to help 
the process of creating a secular and demo¬ 
cratic atmosphere. 

Rajni Kothari, Balraj Puri, Khushwant 
Singh, Vaskar Nandi, Santosh Rana, 
B P Kesri, Ram Bilas Paswan, Ranoj Pegu, 
V Anaimuthu, Bhakti Bhushan Mondal, 
George Fernandes and others. 
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Fading Legality 


T he whole country has become more or less inured to the 
doings of the police and the administration in Punjab. 
The atmosphere created by highly-publicised reports of the 
daily body-counts—of alleged terrorists and of their alleged 
victims—is such that it seems pointless to be concerned about 
individual instances of illegal arrest, torture and killing by 
the police. Only something on a much larger scale is now 
capable of evoking public concern. 

That is perhaps why the police operations in the 
area of Gurdaspur district in December-January have re;^%’ 
received some belated public attention. Here whole villages 
have been the victims of the police force headed by a 
newly-appointed superintendent, Govind Ram, whose 
notorious past record is evidently common knowledge. 
According to one newspaper report: “On January 10, SSP 
Govind Ram and SO policemen rounded up 500 people from 
Sarchur and nearby villages, made them lie on the floor, 
kicked and beat them with leather belts and bamboo sticks 
for an hour!’ Apparently members of village panchayats have 
been the special objects of police brutality, leading some 40 
sarpanches of the area to submit mass resignations last 
month. 

The public outcry over the developments in Baula forced 
Punjab governor S S Ray at last to visit Batala town earlier 
this month and go through the motions of receiving public 
representations against the police. In typical viceregal style 
Ray is also reported to have ordered an administrative 
enquiry into the peopie!s complaints. Of course; it is the same 
Ray who had approved the appointment of the police 
superintendent concerned with full knowledge of his past 
record. What can be asserted further is that, more likely than 
not, the appointment of the person concerned was not in 
spite of his record but because of it since, in Uie government’s 
view, the application of« the brutal methods which are 
evidently his hallmark is precisely what the situation in the 
area called for. What was unexpected, and has been some¬ 
thing of a minor inconvenience, is the wide attention that 
the ivotests of the affected people have drawn. 

It is also significant that so mudi of the response to the 
police brutality in Batala, and in Punjab generally, should 
be couched not in terms of outrage at the patent criminality 
of what the police has been doing but in terms of doubts 
about the counter-productiveness of such police behaviour 
since it is feai^ that it will alienate the people and therefore 


hamper the operations against the terrorists. If effectiveness 
were to he the only touchstone, Govind Ram and the likes 
of him would not be entirely without a case. Their argument 
always has been that if a strong enough dose of terror can 
be administered to the ordinary people, more or less 
indiscriminately, they are likely to desist from providing 
shelter and other forms of assistance to the rebels. On the 
issue of effectiveness it is then for specialists in guerilla 
warfare to pronounce judgment. But what should cause 
alarm among the rest of us is that, very clearly, legality, even 
as amended and redefined by the succession of ever-more 
draconian laws pressed into service, has virtually ceased to 
be operative as a criterion for judging the authorities’ actions 
in Punjab. Not surprisingly, the police has exploited this 
liberation from legal constraints not just to give vent to 
sadistic instincts but even more to extract pecuniary benefit. 
Reports of threats, arrests, beatings-up and detention with 
the specific objective of blackmail and extortion and of 
financial deals struck to permit the real miscreants to go 
about their business without let or hindrance have been a 
dime a dozen. The administrations in Chandigarh and New 
Delhi have naturally to look the other way because these 
goings-on are a part and parcel of the overall approach they 
have chosen to adopt to deal with the ‘Punjab problem’. 

Alongside, what have been thought to be safeguards ' 
against the arbitrariness and high-handedness by those in 
power have also ceased to be effective. The state to which 
the judiciary, for insunce, has been reduced in Punjab has 
been brought out by a recent instance. The Punjab Human 
Rights Organisation (PHRO), headed by a retired high court 
judge, has alleged that the Ludhiana police had shot dead 
three people, including an assistant professor of the Punjab 
Agriculture University, Rajinde^ Paul Singh Gill, in a fake 
encounter in January and disclosed the killings only IS days 
later. According to the PHRO, Gill had been picked up by 
the police on January 2S and shot dead the next day along 
with two other persons. Much later, on Fel/ruary 15, the 
police announced that these three people had been killed in 
an Rencounter’. Coming to know of his arrest. Gill’s wife had 
filed a habeas corpus petition in the Punjab and Haryana 
High Court. Though she had sent telegrams to the chief 
justice of the court saying that she feared foul play by>the 
police the court has fixed the hearing of the petition for 
March 1. Of course, Gill has in the meantime been shot dead. 





RESEARCH AND DEVELOPMENT 

Pinning Hopes on 
Collaborations 

THE decision of the union goverament 
to allow foreign collaboration in R and D 
at the enterprise and institution level was, 
in a sense, expected. The 1983 technology 
policy statement had a reference to the 
possible beneHts of such arrangements. 

The government expects foreign firms 
and institutions to come forward in strik¬ 
ing such tie-ups because of the com¬ 
parative cost advantage that India enjoys, 
especially in industrial R and D which is 
a fairly labour intensive and technolo¬ 
gically concentrated form of economic ac¬ 
tivity. Given the salary differentials of 
scientists and technologists in, say, the US 
and India and the fact that the salary and 
wage component of R and D expenditure 
in most areas of R and D is quite high, 
the government expects that foreign par¬ 
ticipation will be keenly forthcoming. 

Collaborative R arid D, in the past, has 
taken place under govemment-to-kovem- 
ment protocols and agreements, most 
notably in defence, space, atomic energy 
and oceanography. In industry, co¬ 
operation in R and D has been im¬ 
plemented at the level of the public sec¬ 
tor enterprise—for example, Soviet- 
assisted R and D in fenous metallurgy. 
Has the government’s evaluation shown 
significant net beneflu so as to attend the 
net of R and D collaborations to now in¬ 
clude universities and enterprises? Given 
India’s structural dependence in most 
branches of technology, collaboration in 
R and D would mean collaboration bet¬ 
ween unequal partners, in this respect, at 
least, somewhat akin to the supplier- 
recipient relationship in foreign collabora¬ 
tions for the transfer of commercial 
technologies. Therefore, one could expect 
the Indian firm or institution to be allot¬ 
ted a peripheral role (may be, labour in¬ 
tensive routine work) in joint R and D 
projects. 

Collaborative R and D is not an 
unusual feature between large interna¬ 
tional firms especially where development 
costs and associated risks are of a high 
order. In telecommunications we have, for 
instance, the US giant ITT tying up with 
the French firm Alcatel as part of a wider 
collaborative arrangement. In atomic 
energy, for instance, Asea Brown Boveri’s 
West German subsidiary has pooled its 
nuclear reactor tedinology with Kraftwerk 
Union, Siemens/ power equipment divi¬ 
sion. Such firms pool development costs 
and engage in patent pooling and cross- 
licensing of the output of their respective 
R and D Here, secrecy and the question 
of patent rights is to an octent conq^omis- 


ed. However, in the ptesrat case, why will 
international firms be interest^ in col¬ 
laborating with Indian national firms, 
where the flow of technology is expected 
to be only one-way? 

Frdm the Indian point of view, will not 
collaborating with firms in the developed 
capitalist countries distort the national 
priorities even further? The question of 
relevance of the research may also be in 
doubt. One apprehension is that firms or 
institutions from the developed capitalist 
countries may shift research that is risky, 
from an environmental point of view, to 
India under such collatorations. In the 
area of medical research, clinical trials 
that are banned in their countries may be 
carried out in India under such collabora¬ 
tive anangements. The Departmoit of In¬ 
dustrial and Scientific Research which is 
the authority that will grant approval to 
the foreign collaboration proposals is 
hardly qualified to assess such deals in all 
areas of scientific endeavour. 

Collaborative R and D is hardly fruit¬ 
ful between unequals. The junior partner 
does not stand to gain. Such collaborative 
deals may be mutually beneficial if na¬ 
tional fums and institutions of third world 
countries at a similar technological level 
are involved. But the Indian government 
and industry obviously do not have this 
in mind, whatever the pleas they make at 
various international forums for greater 
South-South co-operation. 


HEALTH 

More Money for What? 

THE Central Council of Health and 
Fhmily Welfare has recommended an in¬ 
crease in the proportion allocated to 
health in the Eighth Five-%ar Plan from 
the current 3.7 per cent to 7 per cent. Cer¬ 
tainly there can be no two opinions about 
the current health allocation—it is meagre 
and the pattern is repeated in the state 
health budgets as w^. Nor can it be 
disputed that a state with welfare preten¬ 
sions ought really to be apportioning a 
larger share of its resources for develop¬ 
ment activities, induding health care. But 
the trouble is that this plea seems to be 
a more or less routine en^se which every 
department goes through when the plan 
is being formulated. All that the CCH 
and FW has recommended is mwe of the 
same—underlining the ‘new urgency* in 
the family welfue programme impkmen- 
tation, it recommend^ an %rea specific 
strategy; a high priority for‘‘hardcore^ 
areas of malaria in the {vognunme; in¬ 
tegrated vector control with bio-enviion- 
mental te^niqiies; spedal action pro¬ 
grammes for control of kala zaar and 
Japanese encephalitis. There tppeut to 


have been no attempt to understand where' ^ 
and how tire 3.7 per cent plan allocation 
has gone. 

This is even more surprising consider¬ 
ing the fact that the meeting was presented 
a comprehensive report on the stare of the 
primary health care set-up in the country. 
The report, prepared by the lOlR on the 
basis of a survey of PHC conducted 
through the network of 33 human re¬ 
production research centres (HRRCs) at¬ 
tached to medical colleges, records what i 
amounts to a total bre^own of health 
care services at this level The study cover¬ 
ing 99 districts and 198 primary health 
centres in the country reveals that only 
5percent of the PHCs cover the requitite 
ratio of one PHC to 30,000 populiuion.' 

In some states, UP, tAfest Beng^ Haryana 
and Rajasthan, one PHC covers as maiqr . 
as l,20/)00 people: There is asevere shor- -4 
tage of ANMs. ^ 

Even worse is the performance of 
PHCs: despite the ante-naul programme 
10 per cent had no record of pregnant 
women and only il per cent were ad¬ 
ministering iron-folic add to 60 per cent 
pregnant women. Most sub-centres, the 
surv^ found, did not have fadlities for 
routine examination of pregnant women 
although this is supposed to be a major 
activity at this level. 

None of these problems is because of 
lack of funds—at least not entirely sa 
Merely an increased allocation is not 
going to make the primary health care 
network more efficient. The CCH and 
FW has its origins in the 40s when it was 
set up to be a forum for incorporating the 
considered opinion of health experts and-.^ 
the special needs and requirements of the 
states. It has hardly played any role in 
determining health programmes, apart 
from periodically calling for hi^er 
allocations—which invariably fidls on 
deaf ears. 


FOREIGN INVESTMENT 

Lure ol Liberalisation 

THE inflow of foreign direct investmimt; 
(FDI) has increased more than two-fold, 
frqm Rs 107.71 crore in 1987 to Rs 239.7 
crore in 1988. But fordgn investment 
policy has not undergone any signiflcant. 
change. It is however bdng intmpreted 
with greater flexibility over the last few 
years. The inflow of fresh FDI in the last 
few years was as follows—Rs 126.07 crore 
in 1915, Rs 106.93 oore in 1986, Rs 107.71 
crore in 1987 and Rs 239.7 crore in 1988.J. 
Thus, 1988 marks a significant jump;^ 
However, one carmot really discera ai^ 
movement towards achieving the target 
Rs 300 crore by 1990 that was being ttlk- 





i)d sotiw by tne govern-' 

ment’i economic buie«ucrat& 

OOvnninent officials view the spurt in 
FDI in 1988 as the result of the removal 
or cuing of procedural hurdles—the 
bringing of foreign investment on the 
so-calM 'Out track’. This, they say, has 
led to a nuurked improvement in the clima¬ 
te for foreign investment. The spurt in 
FOl in 1988, according to them, shows a 
growing eagerness by foreign firms, par¬ 
ticularly those from the US, UK, West 
Germany and Japan, to take advantage of 
the liberalised interpretation of foreign in¬ 
vestment policy. 

However, neither the FICCl or the 
ASSOCHAM nor the official represen¬ 
tatives of foreign capital visiting this 
country seem to be satisfied with the' 
policy framework. The FICCl, for in- 
I stimce, cites the reduction of income and 
* coniorate tax rates, particularly in the US 
and UK, to say that India should review 
its taxation rates on profits, dividends and 
ro)«lties in order to make investment ih 
India relatively more attractive to the 
foreign investor. The FICCl has recom¬ 
mended that the rate of royalty and the 
quantum of technical fees should be left 
entifely to Indian business to negotiat& 
The government has made provisions for 
higher rates of royalty over longer periods 
where there is no equity stake. This is not 
to imply that the government is in favour 
of purely technical collaborations. In fact, 
as in the case of Maruti Udyog-Suzuki, 
equity-cum-technology transfer agree¬ 
ments are preferred, for then, according 
to the government’s economic bureau¬ 
crats, the foreign collaborator has a con¬ 
tinuing stake in the company. 

Rajiv Gandhi, during his visits to Japan 
and West Germany, had made a commit: 
ment to liberalise foreign investment 
policy. In line with this, the finance 
ministry has made certain proposals. One 
of these, and in fact the most important, 
is that foreign controlled companies with 
a foreign equity of up to 31 per cent (and 
not up to 40 per cent as at present) be 
treated as Indiw companies as far as the 
areas of operations go. This recommen¬ 
dation will in fact meet the plea of Charles 
H Percy, chairman of the technology 
transfer committee of the Indo-US Joint 
Business Council ^ut increasing the 
limit of foreign equity participation from 
40 to 31 per cent for foreign firms in non- 
‘high^tedmology and non-export-oriented 
industry. The government has also decid¬ 
ed to treat the equity stake of the World 
Bank's affiliate, the International Finance 
Corporation (IFC), at neutral for the pur¬ 
poses of FCR A. iWs, a foreign control¬ 
led company with a 40 per cent equity 
ttafce and with an 11 per cent investment 
by IFC will be outt^ the purview of 


t- 

FERA. Incidentally, it has been found 
that transnationals with minority shares 
(10-23 per cent) in their Indian affiliates 
have powers to veto board refolutions. 
This is made possible by the incorpora¬ 
tion of a stipulation in the articles of 
association of the Indian affiliate that a 
resolution shall not be deemed to be pass¬ 
ed unless a particular director has voted 
in favour of it. 

In spite of the liberalisation of 
economic and industrial policy. FDI in 
India as compared to, say, FDI in Riiwan 
or South Korea is relatively smal). Dur¬ 
ing the period 1981-87, FDI in South 
Korea was more than five times that in 
^dia. Similarly during the same period, 
FDI in lhiwan was more than eight times 
that in India. In recent years FDI to the 
third world as the percentage of total FDI 
has fallen sigiiincantly, from 27 per cent 
in 1981-83 to 21 per cent in 1984-87. This, 
in spite of the faa that third world govern¬ 
ments, in general, have been adopting a 
more conciliatory approach to TNCs. The 
burden Of foreign debt and the growing 
technology gap has necessitated a more 
pragmatic approach of third world 
governments towards TNCs. 

The spurt in FDI in India in 1988 is 
mainly due to large increases in US and 
West German investments. FDI from the 
US has increased more than three-fold, 
from R$ 29.32 crore in 1987 to Rs 97.1 
crore in 1988. FDI from West Germany 
has increased from Rs 9.86 crore in 1987 
to Rs 31 crore in 1988. It is FDI from these 
two countries and Japan that the Indian 
government is relying on. But it is precise¬ 
ly these countries that are pressurising 
India to grant more and more concessions 
to foreign capital. The US has drawn at¬ 
tention to what it considers high import 
duties on capital goods which it terms as 
an inhibiting factor. Besides this, the US 
wants amendment of the Indian Patents 
Act (1970) which it views as not providing 
adequate protectionof intellectuid proper¬ 
ty ri^ts. According to Oert Vbgt, member 
of the board of KFW, the West German 
development finance institution, the 
fiimat# for fordgn investment in India has 
improved. But, according to him, a great 
deal more needs to be done The Japanese 
want a relaxation of the phased manufac¬ 
turing programmes (PMP), particularly in 
the automotive sector. Aloiig with their 
Indian licencees, they say that imposition 
of PMP leads to dilution of quality, hi^ 
costs and disruption of production 
schedules. Maruti Udyog, for example, 
says that Suzuki’s arguments against a 
strict PMP are entirely valid. 

The Indian government is said to be on 
the verge of allowing FDI in existing 
Indian companies. Ikta Iron and Steel 
(TISCO) has sought permission to float 
convertible bonds on the interoational 


financial markets to finaiKe its expansion 
plans. The finance ministry it said to 
favour such moves since it lowers the debt 
service burden in the long term compared 
to commercial borrowings. The foreign 
equity norms may be relaxed. Foreign 
equity participation may be selectively 
allowed in existing Indian companies 
which are in high-technology areas. 


SRI LANKA 

After the Elections 

WITH the completion of the election pro¬ 
cess it is possible that the Sri Lankan 
scenario, after a troubled half a decade, 
will shift to a less violent backdrop. This 
is not to say that the socio-political turbu¬ 
lence of the recent past has dissipated 
entirely. Nonetheless, for a variety of 
reasons, not the least of which is the 
urgent need for economic subility, 
Premadasa is likely to endeavour to 
establish a semblance of calm. 

With the Sri Lanka Freedom Party 
obtaining 67 seats in the 223-member 
parliament, the UNP will not have the 
same dominance in parliament as during 
Jayewardene’s tenure. The party has 
however secured an absolute majority with 
123 seats. In parliament at least it should 
not have any problems about pushing 
through the many reforms it has promised 
in its election manifesto. Premadasa’s 
main campaign promise was the Rs 2,300- 
poverty alleviation package to half the 
country’s population living below the 
poverty line. In fact, although the IPKF 
and the India-Sri Lanka accord inevitably 
surfaced during the campaign, neither 
party h^ made that a primary campaign 
issue. Premadasa has however given the 
impression that he is keen to be rid of the 
IPKF—within days of his presidential 
election, two batallions of Indian troops 
moved out. 

It is a moot point however whether the 
UNP can do anything about the IPKF 
presence too hastily. In fact, one of the 
ministers has ‘assu^’ the people of the 
north that IPKF will remain there until 
such time that the provincial government 
can take charge of security. On the other 
hand, even to implement economic 
measures, Premadasa needs to curb the 
violence of the J VP in the south. Interes¬ 
tingly, JVP activities are reported to have 
ceased abruptly immediately aner the 
presidential elections. Whatever the 
reasotu for this Premadasa will have to 
endeavom to defuse the teiuions. 

While he can ^ little about the JVP’s 
main grouse which is the accord, he can 
make movm about the IPKF and its rol& 
This should also go down well with those 
who represent Thmil interests in the new 
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parVament. Premadasa has to contend 
with 13-inember strong EROS, which may 
not be as ameni^te as the TULF may have 
been. The TULF alliance with the 
EPRLF, TELO and ENDLF has managed 
to secure only 10 seats and even these have 
gone to parties other than the TULF. The 
EROS is known to be close to the LTTE, 
but has accepted the accord while being 
highly critical of the IPKF. Interestingly, 
however, all the three EPRLF candidates 
from Jaffna, considered to be an LTTE 
stronghold, have won. Premadasa’s best 
course would probably be to allow the 
provincial government headed by the 
EPRLF to function and allow for a 
resolution to emerge—this is in fact what 
he has already stated. In any case, he is 
adept at performing the political balanc¬ 
ing act and in addition his well-nurtured 
pose of ambivalence may both contribute 
to die establishment of a period of relative 
calm in Sri Lanka—at least for a time. 


AFGHANISTAN 

The Real Issue 

A Correspondent writes: 

WITH the pull-out of the last Soviet 
soldier from Afghanistan, accompanied 
as it has been by the simultaneous step- 
up of the rebel assaults on Kabul, Herat, 
f^dahar and some other strategic points, 
the Afghan question appears to stand 
wide open today. Whether the western 
prophesies of massive desertions from the 
government army and an early, if not im¬ 
mediate, collapse of the Najibuilah 
. government prove correct or not, whether 
the Soviet and Kabul allegations of intru¬ 
sion of Pakistani troops into the Afghan 
territory be true or not, there is hardly any 
doubt that the PDPA regime will be facing 
a most critical time when its fate will be 
hanging in the balance. 

Though the Soviet Union has left 
behind, and indeed took care to deliver 
till the last day of its direct involvement, 
huge quantities of military hardware and 
even though it has declared its determina¬ 
tion to even stage a comeback if the 
existence of the PDPA regime were 
seriously threatened due to external inter¬ 
vention in disregard of the provisions of 
the Geneva agreement, there is little scope 
for the Kabul authorities to take it easy. 
Bor one thing, it is extremely doubtful if 
the Soviet assurance of coming back 
under the stipulated contingency can be 
taken at its face value The loss of 15,000 
Soviet lives and the failure of the nine-year 
long military actions to scatter the rebel 
forces will very likely act as a powerful 
deto'ient to any repetition of the rash act 
of Dwember 31, 1979. 

It is, however,' possible that with the 
presence of Soviet troops mnoved from 

m 


the Afghan soil, the main basis of the 
extremely tenuous unity of the thoroughly 
Heterogeneous Mujaheedin forces will tre 
considerably weakened and the ethnic, 
sectarian and other divergences in their 
ranks will make it difFicult, if not impos¬ 
sible, to sustain for long co-ordinated and 
effective assaults on the Kabul govern¬ 
ment’s now relatively consolidated autho¬ 
rity. Indeed, serious fissures are already 
visible in the Mujaheedin ranks; while the. 
Shi’ite factions have walked out of the 
Rawalpindi confabulations convened to 
work out an alternative government coali¬ 
tion after the envisaged collapse of the 
PDPA regime at Kabul, leaders of some 
other Mujaheedin forces have already 
joined in discussions with the Najibuilah 
government with a view to exploring 
possibilities of a more broad-based set-up 
for the country. 

The real point at issue, however, is not 
the fate of the PDPA government; deeper 
down the question is the future of the 
Afghan people. With a per capita income 
of US $ 162 (1977), an illiteracy rate of 
over 90 per cent and prey to widespread 
infectious diseases, the Afghan people still 
occupy one of the lowest rungs in the 
world socio-economic order, besides their 
subjection to a medieval or even primitive 
social milieu. Entirely forgotten today is 
the fact that the present turmoil in the 
country had started with the overthrow of 


BUSINESS 


OILSEEDS 

What Happened to the 
"Integrated Policy’? 

UNQUESTIONABLY, the most reassur¬ 
ing aspect of the emerging scenario of the 
vegetable oils economy this season is the 
opportunity it offers of making a very 
valuable contribution to the pool of scarce 
foreign exchange resources through a 
drastic cut in edible oil imports on the one 
hand and by stepping up exports of oil¬ 
seeds and related products on the other. 
For very many years, the domestic supply 
position has never been so very comfor¬ 
table as in this season and the interna¬ 
tional environment so conducive to 
achieving a significant increase in exports, 
especially of soybean meal, groundnut 
HPS, sesame seed and nigerseed. It is now 
for the government and the export trade 
to fully exploit the opportunity through 
appropriate initiatives. 

Discussions with a cross-section of 
knowledgeable persons in the oilseeds 
trade and industry indicate that the recent 
cold spell has not affected the rabi crop 
prospects and that the rape/mustardseed 
crop can now be safely placed at over 40 
lakh tonnes and summer groundnut crop 


the monarchy in a palace iroup ted 1^ 
members of the king’s entourage in 1973, 
because king Zaheer Shah had been 
callously leading a gay life in Rome while 
his subjects were being ravage by severe 
famine. It is also forgotten that the Saur 
Revolution in 1978 was ushoed in by an 
unprecedented mass demonstration by the 
toiling people of the capital. Subsequent 
hddities and mistakes of the immature 
and factious Afghan Marxists com¬ 
pounded ^ the thoughtless and super¬ 
cilious military intervention by the Soviet 
Union, aided by powerful western media, 
have served to eclipse from the view of the 
world people the real and deep-going 
social springs of the critical Afghan 
developments. 

The Sino-Soviet confrontations of the 
time, by pushing China into upholding the 
rebels’ cause further masked the social 
content of the Afghan imbroglio. Now 
with the withdrawal of the Soviet armed 
forces and China’s developing rapproche¬ 
ment with the USSR it is to be expected 
that China and progressive forces the 
world over will have no further cause for 
distracting attention from the real, social 
crisis in Afghanistan and will not hesitate 
to stand by forces of social progress as 
against the reactionary custodians of the 
hoary past who are still capable of laying 
down the law in large parts of this ancient 
country. 


at over 22 lakh tonnes (in shell). The total 
production of (nine) oilseeds is now 
generally reckoned at around 160 lakh 
tonnes and the total edible oil supply is 
estimated to show an increase of 14-15 
lakh tonnes over that in the previous 
season when the country imported a 
record 18.4 lakh tonnes of edible oils. The. 
country is therefore in a position to effect 
a very subsuntial cut in imports which 
have hitherto been causing a big strain on 
foreign exchange resources year after year. 

Reflecting the profound change in the 
supply position in the wake of the record 
kharif oilseeds production—the ground¬ 
nut crop is estimated at 57-60 lakh tonnes 
(in shell) and soybean crop at 17-18 lakh 
tonnes—vegetable oil prices have all along 
been keeping substantially below those a 
year ago. Currently, groundnut oil is 
cheaper by about 20 per cent, rapeseed oil 
by 15.7 per cent, sesame oil by 22.6 per 
cent, cottonseed oil by 16.4 per cent, 
soybean oil by 15.2 per cent, rice bran oil 
edible grade by 22.8 per cent, inedible 
grade by 14.3 per cent, linseed oil by 23 A 
per cent, kardi oil by 15.4 per coit and . 
'castor oil by 21 per emit. 

Six weeks have gone by since the an¬ 
nouncement of the integrated policy tot 
oilseeds stipulating a price band of 
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Its ipio0O4ts 2S;00&per toiine (wholesale)' 
for groundnut oil as well as rape/ 
mustardseed oil and creation of a bunier 
stock of S lakh tonnes of edible oils. 
Nearly half of the kharif groundnut crop' 
has abeady been marketed but groundnut 
oil is still quoted about Rs 2,000 a tonne 
below the stipulated minimum price of 
Rs 20,000. The marketing of rape/ 
mustardseed crop has just commenced 
and has still to gather momentum. Even 
so, mustardioil is quoted about Rs 4,000 
below the stipulated minimum price of 
Rs 20,000. Liberalisation of the use of 
indigenous oils by the vanaspati industry 
and relaxation of stock and credit limits 
have had hardly any noticeable effect on 
the market in the face of the heavy 
pressure of kharif crop supplies. 

Inquiries indicate that purchases effec¬ 
ted by the procurement agencies so far 
have been of a routine nature which suS- 
gests that these agencies are not properly 
equipped Tmancially or organisationally 
to conduct operations on the requisite 
scale. The ‘integrated’ policy cannot be 
said to have been conceived and announ¬ 
ced in undue haste. The government may 
not have envisaged the kind of scenario 
(hat has now emerged. But it caimot claim 
to have taken any concrete steps to enable 
procurement agencies to perform the task 
expected of them. Tbis makes one wonder. 
whether the government has been really 
serious about implmenting its ‘inte¬ 
grated’ policy aim^ at ensuring ‘incen¬ 
tive prices’ to oilseed growers. The govern¬ 
ment’s apparently casual approach carmot 
but further undermine its credibility which 
has seldom been very high. Whether the 
government should at all have fixed the 
‘minimum’ price so very high—Rs 20,000 
a tonne—in the face of the bumper pro¬ 
spective supply is an issue on which opi¬ 
nion is likely to be sharply divided. 

Consumers are naturallv happy over the 
government’s failure to implement its 
policy in regard to minimum prices for 
groundnut oil and mustard oil which has 
had a very salutary impact on the prices 
of other edible oils. There is no good 
reason why consumers should not have 
the benefit of lower prices in the wake of 
record domestic supply. Oilseed producers 
also can have no Intimate cause for com¬ 
plaint as the ruling prices are about 30 per 
cent higher than the prices worked out on 
the basis of official support prices fixed 
for oilseeds. 

In view of the increasing pressure of 
rabi crop supplies after about the middle 
of March, there is every possibility of oil 
prices drifting lower, further awgy from 
the minimum price of Rs 20,000 per 
tonne, unless, of course, procurement 
operations are sten>ed up in a really big 
way which raises many ticklish issues. In 
the emerging situation, there can be little 
justification for effecting any import of 


edible oil even for supply under the putilic 
distribution system. 

While the case for an efficient public 
distribution system which makes available 
to the poor essential items of consump¬ 
tion at prices within their easy reach is 
unexceptionable, there seems little sense 
in supplying imported oil at cheap prices 
when nearly two-thirds of this oil goes to 
states which are surplus producers of 
edible oils. If the government is earnest 
about implementing its ‘integrated’ policy 
it should suspend further import of edible 
oils till domestic prices of groundnut oil/ 
mustard oil cross the Rs 20,000 a tonne 
mark. It should gear its procurement 
machinery to build an adequate, buffer 
stock to minimise the adverse impact of 
the pressure of record rabi crop supplies 
when the marketing season gets into full 
swing. It is always possible to procure any 
quantity of edible oil from abroad at very 
short notice. There is little to lose if 
imports are restricted to the outstanding 
commitments only. 

Significantly, the vanaspati industry 
which had all along thrived essentially on 
assured supply of imported oil at con¬ 
cessional prices in an environment of poor 
availability of indigenous oils is now 
having an uneasy time Vanaspati produc¬ 
tion is running at a record high level sus¬ 
tained entirely by the use of indigenous 
oils but manufacturers are finding it in¬ 
creasingly difficult to market their product 
at economic prices in view of the intense 
competition from refined oils which are 
now available in plenty at lower prices. 
Most vanaspati units are reported to be 
carrying larger stocks of finished goods 
than ever before with inevitable repercus¬ 
sions on the viability of their operations. 

Thanks to the substantial improvement 
in domestic availabiUty and favourable 
international environment, the oilseeds 
sector will be making a much larger con¬ 
tribution to the nation’s foreign exchange 
pool during the current fiscal year. The 
export trade has been endeavouring hard 
to exploit the firmness in international 
markets due to reduced supplies from the 
US (soybean meal) and China (ground¬ 
nut). Provisional estimates of export 
earnings during the current year with the 
previous year’s figures in brackets are; 
soybean meal Rs 250-260 crore (Rs 86 
crore), rice bran extraction Rs 40 crore 
(Rs 27.4 aote), rapeseed extraction Rs 12 
crore (Rs 3.9 crore), sunflower extraction 
Rs 10 crore (Rs 3.9 crore), groundnut HPS 
Rs 42 crore (Rs 5 oore), sesame seed Rs 14 
crore (nil), nigerseed Rs 8 crore (Rs 6 
crore) and castor oil Rs 70 crore (Rs 50 
m>te). Groundnut meal has not farixl too 
well but prospects for 1989-90 are said to 
have improved significantly because of its 
increasing acceptance; quality-wise, in the 
south-east Asian countries as well as in 
the European countries. 


TWENTY YEARS AGO 

EPW, February 22, 1969 

The results for 1968-69 underscore, 
once again, the Railways’ inability to 
control increase in expenditure which the 
ministry invariably attributes to factors 
beyond its control. Ihie, some two-thitds 
of the expenditure is on staff and this 
largest employer in the public seaor can 
do little—apart from checking further 
additions to numbers—to curb the rise 
on this account. But it can at least pro¬ 
ject the likely expense under this head in 
the years to come and ensure greater ef¬ 
ficiency in operation of existing person- i 
nel... of the three possible vwys of im¬ 
proving surpluses... Railways have 
opted for increase in fares and freight 
rates. This is a solution made easy for 
it by its monopoly position. 

★ ♦ ★ 

This month’s elections in five states 
have confirmed the trends revealed by the 
general elections two years ago. The vast 
improvement in the food situation has 
apparently made no difference to Con¬ 
gress fortunes. And (he party’s plea, not 
entirely without force in the light of the 
experience with non-Congress govern¬ 
ments in these states, that Congress alone 
would be able to provide stable govern¬ 
ments has been brushed aside... 

Instead of an all-India alternative to 
Congress emerging, what is happening is 
that Congress is getting to be less and less 
of an all-India party. This process will 
be strengthened once it is forced to have 
electoral alliances; then its uniu in dif¬ 
ferent states would be subject, even more 
than they are today, to diverse pulls and 
pressures... Had Lok Sabha seats from 
the four states also been at stake in the 
recent elections, it is not at all unlikely 
that Congress might have dropped the 
two dozen or so seats necessary to lose 
its majority in Lok Sabha... At this rote; 
the bulk of Congress strength in Lok 
Sabha will come in future from an in¬ 
creasingly smaller number of states. 
Surely, its all-India stature and preten¬ 
sions cannot remain unaffected, by this, 
even if it remains in power at the Centre 
either on its own or through a cosdition. 
★ ★ ★ 

The study group of the National | 
Credit Council on deposit mobilisation 
has reepmmended that commercial 
banks should not be allowed u> open 
branches in metropolitan cities until their 
branches in semi-urban and rural areas 
reach 25 per cent of their total branch 
network. While the study group has i 
recommended a policy of dual wages for 
banks, with lower wages in the rural 
arests, it is also worth considtaing 
whether banks should not also adopt a 
dual interest rate policy. 
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STATISTICS 







Viriatlon (per cent) 



Index Number* of Wboieaale Price* 


Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Weight 

Week 

Last 

Last 

March 

in 

In 

In 

In 



(4-2-89) 

Month 

Year 

26, 1988 

87-88** 

86-87 

85-86 

84-85 

All Commodities 

1000 

438.8 

0.8 

5.4 

4.9 

10.6 

5.3 

3.7 

7.1 

Primary Articles 

417 

416.2 

- 0.1 

6.1 

6.0 

13.2 

5.2 

2.0 

4.8 

Food Articles 

298 

420.5 

0.5 

12.9 

11.0 

11.0 

6.6 

6.8 

6.4 

Non-food Articles 

106 

363.8 

- 2.1 

-10.8 

- 7.5 

22.9 

6.4 

-10.2 

-2.3 

Fuel, Power, Light and Lubricants 

85 

697.6 

1.1 

5.0 

4.7 

6.4 

6.8 

11.9 

2.6 

Manufactured Products 

499 

413.8 

1.5 

4.9 

4.0 

9.8 

4.9 

7.2 

6.0 






Variation (per cent) 



Coal of Livinir Index 


Latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1988 

87-88 

86-87 

85-86 

84-85 

For Industrial Workers I960 » 100 

828" 

0.6 

9.7 

10,0 

9.1 

8.8 

6.5 

6.4 

For Urban Non-Manual Employees 1984-85 - 100 

138"> 

1.5 

7.8 

7.0 

9.6 

7.9 

7.9 

8.1 

For Agricultural Labourers July 60 to 

724'“ 

2.0 

10.9 

10.0 

9.8 

4.8 

4.8 

0.2 

June 61 ^ 100 














Variation (per cent in brackets] 



Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(27-1-1989) 

Month 

Year 

25, 1988 

87-88** 

86-87 

85-86 

84-85 

Money Supply (M,) 

Rs crore 

1,86,778 

-166 

26,906 

24,118 

20,870 

21,627 

14,423 

16,058 




(-0.1) 

(16.8) 

(14.8) 

(7.0) 

(18.3) 

(13.9) 

(18.7) 

Net Bank Credit to Government Sector 

Rs crore 

99,011 

2,173 

15,046 

14,902 

12,652 

12,822 

6,555 

8,445 

Bank Credit to Commercial Sector 

Rs crore 

1,19,926 

852 

16,516 

14,391 

10,079 

10,576 

10,963 

10,809 

Net Foreign Exch Assets of Banking Sector 

Rs crore 

5,114 

-551 

524 

-347 

673 

1,251 

13 

1,419 

Deposits of Scheduled Commercial Banks 

Rs crore 

1,38,333 

-1,110 

21,183 

20,759 

14,850 

16,723 

13,160 

11,519 




(-0.8) 

(18.1) 

(17.7) 

(14.5) 

(19.6) 

(18.2) 

(19.0) 

Foreign Exchange Assets** 

Rs crore 

5,870 

-444 

-615 

-1,268 

-507 

604 

197 

1,319 

Index Numbm of Industrial 

Weights 

Latest 








Production 


Month 

Averages for* 


Variation (per cent) 


(1980-81 = 100) 


(August) 



In 


In 

In 

In 



1988 

1988-89 

1987-88 1986-87 1985-86 1984-85 

1983-84 

General Index 

100.0 

172.7 

173.7 

157.( 

8.9 


8.7 

8.6 

6.7 

Basic Industries 

39.4 




9.4 


6.8 

ll.l 

6.0 

Capital Goods Industries 

16.4 




18.2 

10.6 

3.0 

11.7 

Intermediate Goods industries 

20.5 




4.3 


7.5 

9.7 

9.8 

Consumer Goods industries 

23.6 




5.3 

12.5 

7.2 

1.6 

Durable Goods 

2.6 




19.5 

18.7 

21.6 

16.1 

Non-Durable Goods 

21.0 




2.6 

11.5 

5.1 

-0.4 

Notr. The index numbers of industrial production by userbased classification are not available beyond March 1987 



Foreign IVade 

Unit 

Latest 

Cumulative for* 








Month 










(Nov 88) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Exports 

Rs crorc 

1,536 

12,201 

9,%2 

15,719 

12,569 

10,895 

11,744 

9,771 






(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(11.0) 

. Imports 

Rs crore 

2,103 

17,706 

14,201 

22,343 

20,201 

19,658 

17,134 

15,831 






(10.6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance of Trade 

Rs crore 

-567 

-5,505 

-4,239 

-6.624 

-7,632 

- 8,763 

-3,390 

-6,060 

Employment Exchange StaUnlic* 

Unit 

Latest 

Cumulative for* 








(Sep 88) 

1988 

W87 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Live Registers 

Thousand 

30,002 

30,002 

30,790 

30,247 

30,131 

26,270 

24,861 

23,034 

(as at end of period) 





(a4) 

(14.7) 

(6.0) 

(7.9) 

(16.6) 

Number of Registrations 

Thousand 

.540 

4,564 

4,567 

5,465 

5,473 

•5,824 

6,220 

6,756 




(-0.2) 

(-6.0) 

(-0.2) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

Number of Vacancies Notified 

Thousand 

40 

422 

453 

621 

616 

683 

707 

827 




(0.8) 

(-10.0) 

(0.8) 

(-10.0) 

t-3.4) 

(-15.5) 

(0.9) 

Number of Placements 

thousand 

29 

264 

344 

360 

356 

388 

407 

486 




(1.1) 

(-8.2) 

(1.1) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.3) 

Income 

Unit 

1986-87** 

1985-86** 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

1979.80* 

-- Gross Domestic Product (current prices) 

Rs crore 

2,60,584 

2,33,305 

1,90,888 

1,72,704 

1,45,961 

1,30,770 

1,22,226 

95,338 

Cross Domestic Product (1980-81 prices) 

Rs crore 

1,62,326 

1,56,083 

61,838 

59,541 

S5,068 

53,470 

•1,22,226 

47,191 

Per Capita income (1980-81 prices) 

Rupees 

2,975 

2,721 

1,791 

1,781 

1,687 

1,686 

1,627 

664 


* For current year upio latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. -*■ Upto latest month for which data are available. 

+ 4 Provisional data. ® At 1970-71 prices. 

Nates: (I) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure Is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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COMPANIES 


SIEMENS 

Software Centre 
for Exports 

SIEMENS has turned in good results for 
1987- 88. Saic.s have amounted to Rs 223- 
crore against Rs 198 crore in the previous 
year and gross profit is Rs 20.65 crore 
against Rs 18.18 crore. Net profit is Rs 6.77 
crore against Rs 5.20 crore. Dividend is 
maintained at 16 per cent on the enlarged 
capital and is still covered 2.04 times by ear¬ 
nings as against 2.40 times previously. The 
company svould have turned out even a bet¬ 
ter performance on the turnover front but 
for the fact that the new electronics factory 
set up at Nashik, alter having commenced 
operations in November 1988, achieved its 
normal production rhythm only in the later 
part of the financial year. I he company 
entered into a new wage agreement with its 
employees entailing additional cost burden 
of Rs 34 million. Inflation in other costs in 
the range of 9 per cent and the continuous 
weakening ol the rupee vis-a-vn the major 
currencies increased costs further. Never¬ 
theless, the company was able to absorb cost 
esaalation and yet maintain profitability at 
a reasonable level. The company has a higher 
order backlog of Rs 1,820 million carried 
over which should help to achieve further 
growth in turnover in the new financial year. 

The order value ol the powci engineeiing 
division, which contribuies a major portion 


to the business volume increased by 16 per 
cent, while the turnover increased by 15 per 
cent. Margins have improved to some extent, 
although they still remain very much under 
pressure. A software centre has been 
established at the head office in Bombay to 
cater not only to the software package re¬ 
quirements of the control and automation 
systems but also to tap the growing export 
market. The company has already made a 
breakthrough by securing an order worth 
Rs 10 million for supply of software from 
Its principals, Siemens AG, West Germany. 

The order booking lor exports increased 
during the year by 52 per cent which includ¬ 
ed major orders from Australia, Germany, 
Nepal, Indonesia and Malaysia. The export 
turnover, including deemed exports under 
IDA/IBRD credit increased by 13 per cent 
to Rs 406 million fiom last year’s level of 
Rs 360 million. In the electromedical field, 
the company enlarged activities in the area 
of installation and commissioning of 
sophisticated equipment. In telecommunica¬ 
tion the orders inflow improved by 50 per 
cent over the last year and the turnover in¬ 
creased by 10 per cent. In the field of railway 
signalling substantial orders for panel in- 
tcrlockining and route-relay interlocking at 
various stations of Indian Railways, point 
machines, track circuit equipment and relay 
groups, were received during the year. 

Among joint ventures, Webel Telematik, 
the project set up in collaboration with 
West Bengal Electronics Industry Develop¬ 


The Week's (Companies 




(Rs Lakh) 


Siemens 


Ahmedabad Advance 


1 atest Veai 1 

[ iiM Year 

I .iiesi Ycai 

l,Hsi Yeaf 


,10 9 KK 


M)-6-88 

30-6-87 

Paid-up Capital 

2077 

13.so 

401 

401 

Reserves 

5833 

3.308 

260 

196 

Borrowings 

4444 

3856 

2155 

2645 

of which Term Borrowings 

1206 

1226 

850 

1116 

Gross, fixed assets 

9124 

7374 

4188 

3992 

Net fixed assets 

3833 

3396 

2082 

2102 

Investments 

454 

851 

K 

8 

Current liabilities 

9344 

8255 

1398 

1350 

Current assets 

1739 

1.5414 

2124 

2481 

Stocks 

7154 

6115 

1478 

1704 

Book debts 

1780 

6362 

415 

445 

Net sales 

22304 

19844 

6978 

6768 

Other income 

1639 

1555 

86 

77 

Raw material costs 

13200 

12130 

3365 

261.3 

Wages 

4592 

3798 

935 

902 

Interest 

626 

726 

218 

359 

Gross profit ( + )/loss (-) 

2065 

1881 

286 

401 

Depreciation provision 

846 

926 

226 

234 

Tax Provision 

524 

435 

— 

— 

Net profit (-r)/loss(-) 

677 

520 

60 

167 

Investment allowance reserve 

— 

— 

— 

— 

Thinsfer to reserves 

Dividend 

345 

304 

— 

— 

Amount P 

— 


— 

— 

E 

332 

216 

— 

— 

Rate (per cent) P 


— 


— 

E 

16 

16 

— 

— 

Cover (times) 

Ratios (per cent) 

2.04 

2.40 

— 

— 

Gross profit/sales 

9.26 

9.48 

4.09 

5.92 

Net profit/capital employed 

8.56 

11.16 

9.08 

27.97 

Inventories/sales 

32.07 

30.81 

21.18 

25.18 

Wages/salcs 

20.58 

19.14 

13.40 

13.33 


ment Corporation for the manufaenure of 
electronic teleprinters, has progressed well 
and IS expected to commence production 
by March 19g9. It has already received one 
major order for ihc manufacture of 1,000 
electronic teleprinters Irom Mahanagar 
Telephone Nigam. Dcltel Svsiems, propos¬ 
ed to be formed along with Delion Cables 
of New Delhi and ATEA of Belgium for the 
manufacture of Electronic Private 
Automatic Bianch E.xchangc (liPABX) 
Sy.stems, will carry financial participation 
of 49 per cent of the equity capital from the 
company and the balance by .ATEA, Delton 
and other Indian associates In line with this 
.scheme, the company is submitting the 
neces.sary applications to tlic various govern¬ 
ment authorities. Siemens’ new chairman, 
F A Mehta has assured shareholdtrs thaj. 
they have a light to expect that as the com¬ 
pany’s growing investmems after an initial 
gestation period, begin to maiiirc and yield 
greater profits they will participate in the 
fruits ol such invesimenis 

AHMEDABAD ADVANCE MILLS 

Restructured 

AHMEDABAD ADVANCE MILLS has 
framed a scheme of restructuniig with a view 
to achieve better administrative control in the 
day-to day operations ol its two divisions. 
Under the proposed scheme, the operations 
of the two divisions will be segregated and 
placed under two independent companies. 
The textile division comprising of the tex¬ 
tile mill at Ahmedabad together with related 
assets and liabilities will be owned and 
managed by a company to be known as 
‘New Ahmedabad Advance Mills (1988)’, 
licreinafici referred to as NAAM. The 
metals division, which comprises rolling 
mill.s. planctaiv mill and its related assets 
and liabilities, will be owned and managed 
by Ahmedabad Advance Mills (AAM). The 
transfer of the textiles division with all its 
liabilities to NAAM would be lor a con¬ 
sideration of Rs 34,58,050. The equity 
shareholders ol the company would be allot¬ 
ted one equity share of Rs 10 liilly paid-up 
in the capital ol the new company, vi 2 , 
NAAM for every cqmiy share m AAM The 
scheme would be clfc-livc liom December 
31, 1988 Ol such olhci date as may be 
mutually agreed to by ihe parlies 

It may be recalled that in October 1984 
the directors had requested Lata Iron and 
Steel { ompaiiy (IISCO) to come to the 
rescue of the company by providing 
manugcrial, niarketing and technical 
resources to the company’s metals division. 
The TISCO agreement lot technical and 
manageiial support expires next year The 
board feels that the continuance of this sup- 
poit is an essential pre iequisite to the con¬ 
tinued health of Ihe comiiany. The board has 
come to Ihc conclusion that lor a variety of 
reasons, including those of administrative 
and managerial convenience the iwo divi¬ 
sions which arc so unrelated to each othqr 
should be separated into two different 
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operating companies. TISCO has indicated 
that continuance of its support including ad¬ 
ditional financial inputs is predicated on this 
division of the company into two operating 
companies. 

The profitability of the metals division 
can only be sustained by continuous moder¬ 
nisation and investment in new equipment. 
A significant part of the equipment in the 
metals division was second-hand imported 
equipment. This has continued to cause 
technical problems and the time has come 
when new and modern equipment will be 
needed to carry on the activities at a sustain¬ 
ed level of profitability Accordingly, n has 
been decided to reorganise the activities of 
the company by segregating the operations 
of the two divisions and placing them under 
two independent companies. As a result of 
the proposed restructuring of ns activities, 
the company would comprise ol the metals 
.division only. In order to reflect the true ac¬ 
tivities of the company, it is proposed to 
change the name ol the company from 
Ahmedabad Advance Mills to ‘Tata Metals 
and Strips’, subject to the approval of such 
authority as may be neces.sary. Meanwhile, 
the company has shown very poor results for 
1987-88 with a diop in gross profit from 
previous year’s Rs 401 lakh to Rs 286 lakh 
despite increase in turnover from Rs 67.68 
crore to Rs 69.78 crorc Net profit is only 
Rs 60 lakh compared to Rs 167 lakh ol the 
previous year. Dividend has been again pass¬ 
ed over. 

The working of the tcMiles division was 
affected by continued demand recession due 
to drought conditions and the ever increas¬ 
ing cost of cotton, powei, tiiel and wages. 
In particular, there was a significant increase 
in prices of cotton and the entire textile in¬ 
dustry reeled under the pressuie ot increase 
in prices of various inputs and .sluggish cloth 
market conditions The operation of cold 
rolling and hot rolling units of the division 
improved substantially during the yeai The 
directors point out that the cost of electri¬ 
city in Gujarat, which is one ot the highest 
in the country, went up further on account 
of continued increases in fuel cost ad¬ 
justments charged by the fiujarat Electrici¬ 
ty Board. Further, the state government 
amended the Bombay Electricity Duty Act 
to impose, with retrospective effect, a 
substantial burden on a class ol HT con¬ 
sumers, causing the company an additional 
burden of Rs 35 hikli for the past year. 

HITKARI FIBRES 

Non-Woven Carpets 

HITKARI FIBRES has introduced a range 
of non-woven cartrets. These carpets are 
available in a vas range of shades and 
designs made possible by the advanced 
structure needle loom installed by Hitkari 
Fibres. These carpets arc antistatic, durable, 
damp-proof, stain-rcsistant and insect resis¬ 
tant. The non-woven process for making 
Hitkari carpets eliminates a number of steps 
from the conventional woven piocess. 
Hitkari carpets iheiefore, cost 25 to 30 per 
cent less than other woven carpets. 



NOTICE 


It IS hereby notified for the informdtion of the public that GODREJ SOAPS LIMITED pro- 1 

pose 

s to nnake an application to the Central Government in the Department of Company I 

Affairs, New Delhi, under sub section (2) of section 22 of the Monopolies and Restrictive 
Trade Practices Act, 1969, for approval for the establishment of a new undertaking'/unit/ 
division Br'ef particulars of the proposal are as under 

1 

Name and address of the applicant 

GODREJ SOARS LIMITED 

Pirojshanagar 

Eastern Express Highway 

Vikhroli, gombay 400 079 

2 

Capital stiucture of the applicant 

Authorised capital -Rs, 6 50 crore 


orgariisalion (as on 30 61988) 

Issued capital -Rs 4 32 crorc 

Subscribed capital -Rs 4 32 crore 

Paid up captal - Rs 4 32 crore 

A 

Management structure of the applicant 

The Company is managed by a 


organisation indicating the names of the 

Managing Director two Whole- 


Dim tors including the Managing/'Ot/hple- 

fime Directors, and other senior 


tiFT'e Directors and Manager, if any 

Executives, under the supervision 
and control of Board of Directors, 
whose names are given below (as 
on 31 121988) 

Mr S P CSodrej, Chairman 

Dr B P Godrej, Managing Director 

Ml K N Naoroji 

Mr N P Godrej 

Mr A 8 Godrej, Whole time Director 

Mr N B (jodrei. Whole-time Director 

Mr SA Ahmedullah 

Mr NC Gawankar 

. 4 

Indicate whether the proposal relates to 

New unit of an existing under 


the eslablistiment of a new undertaking 
or a new unit/division 

taking 

5 

location of the new undertaking/unit/ 
division 

District Bhind, (M Pj 

6 

Capital structure of the proposed 

Not applicable. Ihe new unit is a 


undertahrig 

division of the applicant 

Cortipanv 

7 

III case the proposal relates to the produc 
tiori, storage, Supply, distribution, marketing 
or control ot any goods/articles, indicate 
(i) Names of goods/articles 

Fatty acids and glycerine 


(ti) Proposed licensed capacity 

30,000 TPA of tatty acids 



3,000 TPA of glycerine 


(III) estimated annual turnover 

Rs 87 00 crore (market-value of 
production) 

8 

Iricdsetfic proposal relates tothe provision 
of any service, state tfic volume of activity 
in terms of usual measures such as value, 
income, lurnover, etc 

Not applicable 

9 

Cost ot the project 

Nil The project does not Involve 
any additional cost or additional 
financial outlay as the outlay 
forms part and parcel of the 

Toilet soap project cost 

10 

Scheme ot finance, indicating the amounts 
to be raised from each source 

Refer SI No 9 above 

Any 

person interested in the matter may make a representation in quadruplicate to the 

Secretary Department of Company Affairs, Government of India, Shastn Bhavan, New Delhi 
within 14 days from the date ot publication of this notice, intimating his views on the 
proposal and indicating the nature of his interest therein 

1 Dated this 9th day of February, 1989 




For GODREJ SOAPS LIMITED 



Sd/- 



A.i. Godrej 



Director 
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FROM THE IVORY TOWER 


West Bengal Landscapes: A Morning 
on a Commuter Train 

Arun Ghosh 

An hour spent on the commuter train to and from Calcutta is an 
education. Apart from the travelling salesmen and the wandering 
minstrels, there are the ‘regulars’ who have made the hour-long 
train journey an interesting interlude in their daily routine. 


A JOURNEY bv a commuter train to and 
from the metropolis of Calcutta is an ex¬ 
perience not to be missed. The idea may 
sound banal to the regular commuter, 
spending an hour or more at the fag end 
of the day, do/Jng tired with the swaying 
and the rhythmic c’’ckety-clack made by 
the speeding EMU, but for the occasional 
traveller, there is so much li fe, such varie¬ 
ty, such unexpected ‘newness’ that an hour 
spent on the commuter special is more 
than fun, it is an education. There is, of 
course, the discouraging sight of a large 
number of commuters with a resigned, 
distant look, but the endless variety of 
travelling salesmen trying to sell some 
quite absurd wares is both a mystery and 
an eye-opener. One wonders how these 
people make a living, for it is not often 
that one sees them making a sale. There 
is the understandable quota of ribbons, 
hairpins, fancy bobby pins, and hair oil 
that would make your bald patch disap¬ 
pear; there are dentifrices which are a sure 
cure for bad breath; there are the unfailing 
remedies for diarrhoea, dysentery, con¬ 
stipation, or name any other stomach 
trouble (and the commuter usually has 
one of them); there are talismans to pro¬ 
tect you from the evil stars; and there are 
ball point pens at a discount, new style 
wafers, cookies, chutney- and papads. 
There is a herbal concoction guaranteed 
to succeed as a birth control potion, and 
yet another meant to give you strength 
and vitality, both on offer from the same 
vendor. These you would encounter every 
day; on occasion you have the choice of 
tiger fat, a specific for rheumatic pains, 
and asafoetida from Kabul, the genuine 
stuff no doubt, for the smell is so over¬ 
powering you wish you were some place 
else. The variety is endless; and you 
wonder, if this is a commuter train, why 
should these myriad vendors spend their 
time soliciting the same tired travellers 
every day? Perhaps, hope springs eternal 
in the human breast. 

Apart from the travelling salesmen, 
there are the genuinely entertaining 
wandering minstrels, some of them with 


an admirable, throaty voice, singing away 
from one compartment to another; under- , 
standably, they do collect a few pennies, 
though that is not equally true of the pro¬ 
fessional beggars who are apparently 
lame, yet who seem to be quite adept at 
getting on or off a speeding train. In the 
morning, there are also any number of 
old, wizened widows and children, all 
without tickets, each carrying a bundle of 
rice into Calcutta for open market sale, 
miserable looking creatures always on the 
look-out for the occasional surprise check 
by a police party. You will be amazed at 
the number of commuters ready to help 
them out when the train is in fact stop¬ 
ped without warning for a police check. 

All these form part of an extremely 
transient population in what is essentially 
a transient gathering place. It is not of the 
vanishing transients but of the ‘regulars’ 
that I write today, of those who have made 
the hour-long—sometimes longer—train 
journey an interesting interlude in rheir 
daily routine. 

Consider the party of four young men ■ 
I encountered on one trip. Finding a cor¬ 
ner totally empty on an otherwise crowded 
compartment on a trip from Ranaghat to 
Sealdah one morning, I congratulate 
my.self and occupy a window seat. Not for 
very long though. One stop later, four 
young men come to occupy what is ob¬ 
viously, on this train, their ‘reserved’ cor¬ 
ner. (Mind you, ho one had cared to join 
me in that privileged comer.) Very politely, 
one of the young men tells me, “Grandpa,. 
do you mind moving to some other place? 
We have to have these four seats [two on 
each side opposite each other]” 

Discretion, in such circumstances, is the 
better part of valour. Rather than insist 
on my rights, I plead that I would not 
mind moving, but where is the space? Oh, 
space! Certainly, grandpa should have a 
good seat. One of them looks at a young 
boy sitting in a neighbouring corner. That 
poor boy was straining hard at a book. 
His attention drawn to the need for the 
seat occupied by him, he hastily va'cates. 


it, and plonks down on.a bundle in the 
passage. 

i do not relish this at all, but 1 am ca¬ 
joled into the vacant seat. The corner 1 
was occupying is now occupied by the 
four young men. A most high-handed 
business, this, not to my liking. But then, 
the boy has already settled down on the 
bundle, and there is little point in my 
offering the seat back to him. 

The four young men have already settl¬ 
ed down, and have started shuffling a 
pack of cards. No time is wasted; they are 
soon totally absorbed in their game, 
oblivious of everyone else. This is their 
routine on this train, obviously; this cor¬ 
ner in this compartment on this train are 
reserved for their game of bridge. How' 
can they allow a doddering old man to 
deprive them of their usual entertain¬ 
ment? And what better occasion than this 
hour and a half of traiii ride to Sealdah 
for theii bridge session. The other com¬ 
muters, the regulars, seem to know; only 
an occasional newcomer has to be gently 
but firmly told to find his niche some 
place else. Everyone apparently has his 
own appointed place on this train, like a 
chartered bus. This is a commuter train 
where there are rare, occasional interlopers 
like me. One can displace the likes of the 
small boy—and he too probably was an 
interloper—but not the sort of party 1 was 
unconsciously trying to break up. 

The boy reminds me of a story AKB 
once told me. Travelling by the evening 
train from Sealdah to Berhampore one 
day, he ran into a boy such as this—who 
knows but it could be the same person, 
though that would be too much of a 
coincidence—trying to read a children’s 
text book, and occasionally falling asleep 
on it, as the rhythmic beat of the train lull¬ 
ed one’s senses. The boy could be 12 or 
13 or 14 years old; AKB was not sure. But 
AKB was curious. What could the boy be 
reading? 

Little by little, the .story came out, as 
•AKB interrupted his studies (or his sleep, 
as 1 think). Gopal—that was the boy’s 
name—travels from Bongaon to Sealdah 
six days a week. Normally he lakes a direct 
train from (as well as to, one would guess) 
Sealdah; he mis.sed his train that day, and 
rather than wait at the station for the next 
train, he has chosen to change at Ranaghat, 
and catch a connecting shuttle. He takes 
a bundle of readymade clothes stitched by 
his sisters, and .sells them to dealers near 
Sealdah, and returns in the evening. This 
is his daily routine, other than Sunday. His 
is a family of six, he being the youngest. 
The older three children are girls, the 
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Now you don’t 
have to tax your brains 



The tax-saving investment scheme 


Taxes, taxes, taxes The nightmare for all 
tax payers. Canbank Mutual Fund has 
devised a unique instrument-the tax 
saving investment scheme - CAN80CC. 
CAN80CC shall give investors a double 
advantage of saving tax as well as capital 
appreciation. 


Allotment on 31st March, 1989. 


1 COUPON I 

! • Please send me details as i am mleresled in investing ! 

inCANSOCC 

I N»me_ __ I 

! Address___ __,)( 

1 ._ _ _ _ 1 

I_I 


ISSUE NOW OPEN 


TAX BENEFITS: 

Under Income Tax Act 1961 

1) The first applicant in CAN80CC is eligible for a 
deduction of 50% of such investment upto a 
maximum ol Rs 10 000/- under Section 80CC 

2) Under Seclion 801. upto a maximum of Rs 10.000/- 
of which Rs 3.000/' Could be exclusively availed in 
respect ol Income from CAN80CC s 

3 1 Under Seclion 196A. no deduction of lax at source 
will be made from Income from CAN80CC s 

Under Wealth Tax A(;t 1957 

Under Section 5 (1 A), upto Rs 5 lakhs investment in 

CAN80CC IS exempted 


CAjNBAJNK 
MUTUAX- FUND 

Ortont House Ad'Marzban Path 
I Matiqdlo*e S'leet i Bombay 400 038 

Trustee: CANARA BANK 

Always a step ahead 



Application forms available and accepted at: 

CanartSsnli.ShatcPfotp'v'-'ntiOi' Vcll^MCh^ir'-l0rr^ Horn].Sired GtounciFiooi Fon Bombay40000l Orltsbrartehtsat.AmfhraPrMiMh,(a)Hyderabad-AI;xdf4oad,(b)S»cundora0Ad 
HP HoaclAtsim ia)U;wr>iiati ('dRrvB.TxMrBlh#f (.tiJamshev'pwr tHuput(b)Patna-BudbmarqChtndlg*rh Sectorl7CGoi Pana|iGuJi»»l'(alAhmedabad-0haclra(b)Ra}kol-TnkOfi 
Baugfrf Suu« K M fU'adiif'Hame.i liioputa Jammu & Kaahmlr la) J.Tmnu- RosidcocvRoad, ibibnnagar-TtiaBundlCarnaiaha (aiBanqatote - SPC lb) Be'Qaum - Khjada Bazar (c) 
MAni)Aiote-HampAnk.iitAi(hU(iijt'i K M M, >g Kerala i.DCo^'fvn Mana'uJidy (D'Tt vandium- PuttdnctianibaifyUKthyaPrartesh'(a)6boria‘- Beraaia Road fb) Indore - M u Road (c) Jabalpur 
- Mam Maharashtra irtif'oir rm'iMiiuv' > v > ' N ii” * NrwDelhi SPC Par>iAmont Street Orissa Bhubaneshwaf Ra}asthan Jaipur SPC Jayanti Market Pun|ab. 
tudbiana Court Road Tamil Nadu • . .• .'a i.. ♦. i ;»*• CotcnctyRoarHC Madras Thousand I igritMil) Madurai Grand Central Uttar ft’Sde^Ms! Agra-Beianganj 

Ih) A'lahithitj Civi Lmo'stC-r*.!'t" f ThnM.t lUifuiAmw H,i.-f.ita,in|U')V3itin.is-B.invif’fllakWeslBarigal Calcutta-NotaifSuhha^ Road 
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oldest around 26. The sisters do the stit¬ 
ching at home; he does the daily market¬ 
ing sales round. Of course, he travels 
without ticket; he cannot afford to buy 
one. They all know him on the Bongaon- 
Sealdah line; and they arc all kind to him. 
When there is an occasional ticket check¬ 
ing raid, somehow, they all get to know 
of it in advance. The train is stopped by 
pulling the alarm chain some way ahead 
of where the police and the checking staff 
are lying in wait, and he—and a lot of 
others—get off the train. The warning is 
sent around in a whisper with lightning 
speed. 

Gopal wants to study, but he cannot af¬ 
ford to go to school. His father is busy 
on the farm, but his small farm does not 
produce enough to support the whole 
family. So, the sisters stitch clothes and 
Gopal does the sales rounds. Gopal is try¬ 
ing to teach himself to read and write. He 
finds it difficult to concentrate on the 
return journey. He is too tired; the elec¬ 
tric light is too dim; sometimes there is 
no light at all in the compartment; the 
jolting of the train makes it difficult for 

him to read. 

# 

Well, the jolting is the same on the way 
out; but he is apparently tired by the even¬ 
ing. Maybe, also hungry. He reveals (to 
AKB) that he brings a few slices ot bread, 
and supplements it by a cup of tea, 
through the day. 

Gopal and his sisters, between them, 
make about thirty rupees per day. He ctiK's 
not know what his contribution to liie 
total would be. When asked how much the 
same stuff would fetch in Bongaon, he 
thinks there would be no market at all in 
Bongaon. Possibly in Ranaghat, but he is 
not sure. At Scaldah, he explains to AKB, 
there is a large market, there are all thesc 
refugee shops near Sealdah. Quite an en¬ 
trepreneur, our young friend. 

Does he have to bargain? Yes, indeed, 
he has to, though by and large they have 
come to know him, and also to agree on 
a price, unless some superior cloth is used. 
Sometimes the dealers place advance 
orders, but that is very rarely. The demand 
is for blouses made of 'rubia voile’, cotton 
petticoats and children’s dresses, all of dif¬ 
ferent colours. He has to take his bundle 
around from one shop to another. It all 
depends on who needs to supplement his 
inventories. That is why it takes him the 
best part of the day to sell whatever he 
brings. 

How did he happen to take this express 
train to Berhampore? Well, normally, he 
takes a direct train to Bongaon. Today, he 
just missed his train. He does not like to 
hang about at Sealdah with money in his 
pocket, and this is a fast train. He knows 
he can get a connecting shuttle from 
Ranaghat. Our friend is not unsmart. 


What are his hours? He starts around 
nine every morning, after his meal. He is 
usually home by six, catching a direct train 
around four. Today, he got delayed; so he 
took the express to Ranaghat. 

He does not like to travel via Ranaghat; 
they do not know him on this route. But 
usually they do not check trains which 
return Irom Calcutta; the'checks are main¬ 
ly in the morning, on tratns coming to 
Calcutta, Also, in the morning, he has a 
bundle of goods with him. Now, he has 
nothing; he can easily dodge the checkers. 
He has an inside pocket where he keeps 
his money, so that should be safe. Anyway, 
they are lenient with him, even when they 
do catch him; this has happened a few 
times. 

That was the story AKB told me about 
Gopal. In fact, AKB got to a serious note: 
he thought there should be some way to 
introduce primary education for such 
boys—of whom, according to AKB, there 
are quite a few—in non-conventtonal 
ways. After all, AKB argued, this boy is 
so anxious to leain. But then, httw does 
one tackle the problem of a travelling 
salesman who wants to leain the three 
R’s? Is it a problem of finding ways to im¬ 
part (non-formal) education, or is it a pro¬ 
blem es.seniially of child labour? I hiiik of 
the thousands of little boys wetrking m tea 
shops around the country. Is tt not a pro¬ 
blem of tackling the basic problem, that 
such children do not need to be sent out 
into the world of adults? .Should not one 


“PURSUIT of deterrence is the engine of 
the arms race, and the fuel to drive it is 
new technology advancing through 
nuclear testing” In one pithy sentence the 
dilemma of the nuclear age is substantially 
summarised. If the prospects for changing 
the minds of decision-makers about the 
inadequacy of deterrence is still dim, what 
about the chances of curtailing the supply 
of ‘fuel’ or more precisely denying it that 
vttal ‘quality control’ so that it will not 
be used for fear of its unpredictable con¬ 
sequences? It is this issue which the first 
of three recent Sipri publications* 
addresses. The bulk of the book edited by 


give priority to reducing the abysmal il¬ 
literacy in the rural areas first, before 
thinking of non-conventional ways of 
teaching the likes of Gopal, much though 
one may sympathise with the boy? In 
West Bengal, the percentage of illiterate 
people is still startlingly high for such a 
politically conscious state. How does one 
ensure that all children read at least up to 
the primary stage? Such education is free; 
and yet. there are Gopals who have to go 
out into the world of adults for making 
a living. Can the provision of mid-day 
meals help to gather such childrcn into the 
school network? What is our solution to 
the problem of illiteracy? 

Sitting in my corner, and eyeing this 
little boy glued to his Second Primary 
Reader, I am tempted to ask him whether 
his name is Ciopal Thai would be too 
much of a coincidence Anyway, Gopal 
should be travelling directly from Bongaon 
10 Sealdah in ihc morning. Also, where 
is his bundle of clothes for sale? Who 
knows, there aic many more Gopals than 
one on this sector of the Eastern Railway. 

I find It difficult to disturb the boy and 
ask him any questions. Like so many 
unanswered questions, perhaps this one 
also may remain unravelled. It is better 
ihai way. We should not strip all mysteries 
of their romantic appeal. The truth may 
well have disappointed me. Let us imagine 
this boy was the self-same Gopal travelling 
via Ranaghat lor some reason known only 
lo hinisell. 


Goldwater and Cox has chapters dealing 
with the technical aspects of nuclear 
explosions—problems of monitoring and 
detection, the terms of the explosion 
limitation treaties signed (the Partial Ibst 
Ban Tfcaty outlawing atmospheric tests, 
the Threshold Test Ban Treaty putting a 
limit ol 150 kilotons for underground tests 
which was subsequently extended in 
another treaty for ‘peaceful explosions’), 
the effects of underground explosions— 
which would be of interest primarily to 
the specialist leader. 

More important for the general reader 
concerned about the political aspects of 


MJCLEAK NOTEBOOK 


‘Talk-Test-Build’ 

.IIT.OPPSR'- 

Aehin Vanaik 

The genera] pattern in regard to nuclear armaments has been 
‘talk-test-build’. In the 1970s the US and the USSR had II 
agreements but also tripled the number of nuclear weapons 
targeted at each other. Talk progressed very slowly, testing and 
building progressed very fast. 
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the nuclear arms race and the possibilities 
of disarmament is what the book reveals 
about the value of test limitations or bans 
and the official attitude of nuclear 
weapons powers, actual and potential, to 
them. The Comprehensive Test Ban Treaty 
(CTBT) is an issue of major importance. 
Its value for throttling both vertical and 
horizontal proliferation is indisputable. 
Threshold powers like India, Pakistan, 
South Africa, Israel, Argentina and Brazil 
could still make first-generation atomic 
bombs but going ahead to making the 
H-bomb or to the thermonuclear stage is 
simply not on without testing. 

In the case of the superpowers, a CTBT 
would prevent any qualitative advance in 
the arms race as well as greatly improving 
the political climate for disarmament 
measures. Existing stockpiles would not 
be affected in the immediate sense but 
over time with a CTBT in place, some of 
the weapons would ‘deteriorate' and there 
would be greater 'unreliability about 
whether they would function up to the 
standards required. This is good becau.se 
it means the chances of a first strike get 
somewhat reduced. So the argument that 
existing stockpiles would become more 
unreliable in terms of perlormance should 
btf welcomed. If it is accepted then a 
CTBT goes out the window. But there 
could still be a Very Low Threshold Test 
Ban TVeaty (VI JTBT), i e, limiting tests 
to under 5 kilotons. This would prevent 
a qualitative advance in the arms race but 
allow for testing oi and adjustments to or 
replacements (at the same level of techno¬ 
logy) of weapons in existing stockpiles. 
The point is that Mie general pattern for 
too long has been ‘talk-test-build’. In the 
1970s the US and the USSR had 11 
agreements but also tripled the number of 
nuclear weapons targeted on each other. 
Thlk progressed very slowly, testing and 
building progre.sscd very fa.si. 

The USSR’s official position is in 
favour of a CTBT. The US changed its 
view in 1980 after Reagan came to power. 
It says it will consider this only after very 
substantial arms reduction, new climate 
of peace and improved verification pro¬ 
cedures, i e, excuses for not saying more 
clearly that it is positively committed to 
tests Ixcause it wants to make qualitative 
advances in nuclear weapons technology 
at all costs. UK more or less toes the 
American line. The French are adamantly 
opposed to a CTBT because they are wor¬ 
ried that their small force with its ‘pro¬ 
portional deterrence’ will be rendered 
ineffective by Soviet SDl-type defences. 
China has always said no but there could 
be a change in its policy since it has agreed 
to participate in discussions by the Con¬ 
ference on Disarmament (21 nations) on 
a test ban. 


If a superpower unlimited test ban came 
into force, international pressure would 
make it very much more difficult for 
France and China td flout it in practice. 
However, given'F'rance’s tests in the South 
Pacific,- its nuclear ‘shamelessness’ should 
never be underestimated. India and 
Pakistan have officially supported a 
CTBT and would find it very difficult to 
' resile from this view should it come about. 

A new question arises. Will the new US 
president, George Bush, be more sympa¬ 
thetic to the idea of a CTBT? Even if he 
personally is (and this is extremely doubt¬ 
ful) he would have an uphill battle con¬ 
vincing opponents in powerful places and 
military-political circles having a vested 
interest in an ongoing weapons pro-' 
gramme. Their approach is arms control 
yes, test bans no. 

The second Sipri publication, edited by 
Carl A Jacobsen, is very much a specialist 
volume with different experts giving dif¬ 
ferent estimates of the size of the ‘true’ 
Soviet military (nuclear and conventional) 
expenditure or explaining what they think 
is the appropiiatc methodology for un¬ 
covering this. The Soviets do not print 
statistics for this since production for the 
military is not part of what they call the 
‘Gross Social Product’. Ideologically, pro¬ 
duction of the means of war is neither 
productive nor social. So military expen¬ 
diture is hidden away under other head¬ 
ings on invesment and consumption. The 
Soviet budget defence vote is an under¬ 
estimate since it is only a part of the total 
expenditure. CIA and other western esti¬ 
mates are all too often an overestimate 
motivated by western ideological notions 
about Soviet aggressiveness, etc. 

So if it is true that Soviet military 
expenditure is a burden on the civilian 
economy, how much of a burden? And 
does Gorbachev really want a zero-growth 
military budget? One interesting observa¬ 
tion for the general reader is that in the 
USSR unlike the US, there is almost cer¬ 
tainly no separate ‘military lobby’. All 
lobbies and factions are composite in 
character, comprising sections of the 
political-bureaucratic-military-cultural 
elites. 

The last Sipri publication, edited by 
Stutzle, Jasani and Cowen, will un¬ 
doubtedly be of wider general interest 
than the other two. It is about the 1972 
Anti-Ballistic Missile TLeaty, a proper 
interpretation of which would ban a Star 
Wars project. Which is why so much 
American ingenuity has been dedicated to 
misrepresenting and misinterpreting it so 
that it can defy the ABM treaty with .a 
‘clear conscience’. But apart from the legal 
aspect, strategic defentx should be oppos¬ 
ed because this is de-stabilising even 
within the flawed logic of deterrence. This 


'assured destruction’ or ‘stable deterrence’ 
is premised on the principle of the supe¬ 
riority of a country’s offensive forces. 
That is to say, there is no defence against 
an adversary’s second-strike or retaliatory 
force. So this deters a first-strike by one 
superpower against the other. 

Once strategic defences come into the 
picture then the country which doesn’t 
have it must be more tempted to take 
advantage of the element of surprise and 
launch its full force, so that a substantial 
number get through. Otherwise, the 
country which has the defence shield will 
be tempted to launch its missiles to finish 
off most of the opponent’s missiles leav¬ 
ing it to its defence to ‘mop up’ the retalia¬ 
tion. Of course, the country which doesn’t 
have the defence will try and compensate 
by increasing its offensive capabilities 
pushing its adversary to increa.se its defen¬ 
sive capabilities—an offensive-defensive 
arms race! 

As for the Reagan administration’s 
prescription of sharing the SDI lei us 
assume, as the Sipri authors argue, that 
there is such a co-operative sharing. It still 
will not make the situation safer. Each 
side must still assume that its defence is 
not as good as the other’s, i e, standard 
worst-case calculations of any ‘prudent’ 
planner and adjust accordingly. So de- 
stabilisation remains and the arms race in 
both its offensive and defensive dimen¬ 
sions continues. 

* Nuclear Weapons lists: Prohibition or 
Limitalionl edited by J Goidblat and 
D Cox; Sipri Publications, 1988. 

The Soviet D^ence Egnima: Estimating 
Costs and Burden edited by Carl A 
Jacobsen, Sipri Publications, 1988. 

The ABM Thtaty: To Defend or Not 
D^entfl edited by W Stutzle, B Jasani and 
R Cowen; Sipri Publications, 1987. 
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REPORTS 


Assessing Pakistan’s Military 
Expansion since 1971 

Ravi Rikhye 

Has Pakistan’s military expansion since 1971 reduced the military 
gap between India and Pakistan? 


RECENTLY the Institute for Defence 
Studies and Analysis (IDSA) was quoted by 
a national press agency as saying that since 
1971 Pakistan’s navy has increased by a fac¬ 
tor of three, army by a factor of two, and 
air force by a factor of l.S. Later, in an arti¬ 
cle in the Times of India, the air force figure 
was enhanced to 2.5, and a mention was 
made of 5,00,000 Pakistan Army reservists. 

There are three incorrect, misleading, or 
unsatisfactory aspects of the study and the 
modifications. These are: 

(a) The ba.se chosen is without merit for 
comparative purposes. 

(b) Many figures are wrong. 

(c) 'a context for the study is lacking. 

Base for thf- Study 

The base chosen for the study is the level 
of Pakistan armed forces tfter they had been 
defeated. This is entirely meaningless and 
without merit if we hope to throw light on 
the situation today. Moreover, as shall be 
seen in the next section, even on this base 
the IDSA figures are wrong. 

To gauge the level of threat today com¬ 
pared to 1971, It is necessary to look at force 
levels before the war. An extreme example 
of this is that if we compare Germany’s 
armed forces after the war with those in exis¬ 
tence today, we could, in theory conclude 
that there has been an infinite expansion 
because after the war the German armed 
forces were abolished whereas today they 
number 5,00,000 men on active service. 

The IDSA, of course, uses the post-1971 
war figure because it is assumed that with 
the reduction in its territory by Mtlf, 
Pakistan’s defence requirements have been 
reduced accordingly. This is a fallacious 
assumption on two. grounds. 

First, if the level of Pakistan's armed 
forces prior to the war was insufficient to 
prevent its being cut in half, in the absence 
of an Indian reduction of force, the reduced 
Pakistani level is certainly inadequate to pre¬ 
vent India from cutting it in half all over 
again. 

Second, Pakistan never intended to hold 
East Pakistan in the first place. Its strategy 
always called for an offensive in the west to 
counter an Indian offensive against East 
Pakistan. Accordingly, Pakistan committed 
its four-brigade 14 Division and one fighter 
squadron to its Eastern Command, and the 
other twelve divisions and twelve fighter 


squadrons to the west. In contravening its 
own strategy by deciding to hold on to East 
Pakistan in the lace of India’s offensive 
which began on November 21-22, 1971, 
Pakistan set the stage for its certain defeat. 
For, despite the rai.sing of two more divisions 
to replace two sent to reinforce the east, 
Pakistan lacked sufficient force to protect 
East Bengal, and also lacked sufficient force 
to make the planned counter-offensive in the 
west. 

Thus, even with the loss of the eastern 
half, on both the above counts there could 
be no reduction in Pakistan’s defence com¬ 
mitments after 1971. The situation regarding 
the Pakistan Navy is exactly similar: it was 
si/sd to defend only the west, and aside from 
a few patrol boats, no warships were assign¬ 
ed to the east, nor did Pakistan attempt to 
break the Indian blockade. 

1 hree, the size of a country’s armed forces 
has very litile to do with its own size, and 
almost, everything to do with its threat. If 
size'were the criteria, Israel should have one 
brigade but Canada should have a hundred 
divisions. In reality, Canada, fields four 
brigades and Israel four corps, reflecting the 
threat each faces. 

Wronc; Ek.urfs 

IDSA has cho.scn to employ, among other 
sources, the lISS Military Balance. For the 
moment let us accept this is necessary and 
desirable. IDSA has, however, used the 
1970-71 edition as a base and deducted what 
It thinks are the 1971 war losses. Inasmuch 
as the war took place in November- 
December 1971, a full 15-18 months after the 

1970- 71 edition was compiled, surely the 

1971- 72 edition should have been used. This 
edition was available by September 1971. 

The 1970-71 edition indeed gives a 
Pakistan Army strength of .1,00,000 and sub¬ 
tracting 95,000 POWs from this indeed does 
give a residual figure of 2,00,000 as IDSA 
assumes. But the lISS gives the Pakistan 
Army a mid-1971 strength of 3,65,000 and a 
mid-1972 strength of 2,78,000 to take into 
account the POWs. In feet, the IISS is wrong 
on the mid-1972 count which was actually 
much higher as Pakistan had already put 
underway raisings for 36 infantry battalions 
and supporting units at this time, but both 
IDSA and IISS are wrong in assuming that 
all 90-95 thousand POWs were army troops. 

At the time of writing, the author’s 


notebooks are ail packed and in transit, so 
he IS unable to give the exact figure for army 
POWs Noneiheles.s, Pakistan had 3'/jrds 
divisions worth of infantry, only one com¬ 
plete division of artillery, and several 
.separate units of artillery, armour and 
engineers, mostly in batteries and squadrons, 
but including some complete regiments. 
Pakistani formations, being modelled at that 
time on the American, were smaller than 
their Indian sounterparts. At full strength 
this loice would ha\c mustered about 40.000 
men. Theie was a small logistic support in¬ 
frastructure The total arms could not have 
much exceeded 60,001) and mav well have 
been less. Fven on the IISS count, the 
Pakistan Arms should still h.ive numbered 
3,00,0(K) at the end of the wai Using the 
1987-88 figure of 4,50,(X)0, we eel an increase 
of 1.5 rather than the two that IDSA 
estimates 

For the Pakistan Navv, the 1970-71 
Military Balance docs appear, at first sight, 
to show 12 warships The 1987-88 edition 
(not with ilie author) should show 37 or 38 
warships But has the Pakistan Navy tripl¬ 
ed, or perhaps even more than tripled, in 
.size? 

First, the IDSA is inconsistent because it 
takes into account losses lor the army and 
air force in crcaiiiig its base on which to 
judge expansion, but docs not do so for the 
navy Pakistan lost ihe following of those 12 
ships; PNS Ohazi (submarine), Khaibar 
(destroyer), and ComiUa. Jessore and Sylhet 
(gunboats), so it would have just 7 ships left, 
for an expansion by 1987-88 of more than 
five times. 

Second, the IDSA forgets the three 
Daphne submarines that joined the fleet in 
1971 and took an active part in operations 
despite many of the Bengali crew having 
jumped ship betore the boats arrived in 
Pakistan That would put the total to 16 war¬ 
ships. On the IDSA’s way of counting 
(without taking into account losses), the 
Pakistan Navy would have grown to about 
2 4 times over 1971, by the method used for 
the other .services (counting for losses), it 
would have grown 3 5 tunes. 

We do not accept any ol these ratios as 
explained later. Ihey ate given to show the 
inconsistencies ol the IDSA approach. 

Coming lo the PAf. we arc laced with the 
most baffling contradictions in the IDSA’s 
assumptions, which is inexcusable because 
ol all three sets ices, the IDSA’s air ‘strength’ 
is the most well represented in the presence 
of two high-ranking, distinguished and 
literate combat airmen 

T\vo sets of figures have been given: an in¬ 
crease of 1.5 times (in the news agency 
report) and 2.5 times (Times of India, 
September 15, 1988, rebuttal to this author's 
earligr letter). For reasons to be detailed 
later, we have no problem in accepting the 
ratio of 1.5 even though the IDSA 
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methodology is faulty. The .second is wholly 
wrong if we are to continue using the 
Military Balance. 

The second estimate uses a ba.se of 12 
combat squadrons for 1970-71. But the 
IDSA’s favourite source, the Military Balance 
for that year, gives 17 combat squadrons and 
the 1971-72 gives 19 combat squadrons. That 
sw>uld indicate no practical gain whatsoever, 
because by 1987-88 about 19 squadrons was 
being mentioned. 

The second estimate subtiacts five 
squadrons as los.ses from its estimate of 12 
squadron.s, giving 7. It adds the equivalent 
of three ad hoc armed iraitict squadrons, 
which would presumably move the total to 
22 squadrons for 1987-88, a three times in¬ 
crease, not a 2.5 times one. 

Now, to further compound the confusion, 
as is well known, Pakistan actually lo.si on¬ 
ly one combat squadron. No 14 on the Sabre. 
This unit was destroyed in the l astern cam¬ 
paign. If it is intended lo mean that Pakistan 
lost four squadrons worth ol aircraft, then 
this is a different matter altogether because 
now we leave the comlortable realm of coun¬ 
ting squadrons to the uncomfortable one of 
counting combat aircraft 

lb assess losse.s in terms of squadron 
equivalents, unless the squadron itself has 
actually been lost, is incorrect A squadron 
may have 16 aircraft, but there may be 
anything between 2 to 9 aiicraft (speaking 
as a generalisation) outside the squadron. 
Further, in this particular case, Pakistan 
received a number of aircraft before the war 
and during it a.s rendorcements, which 
would further complicate the count. 

We could go around continually m circles, 
trying to reconcile these discrepancies, but 
it simply is noi worth anyone's time because 
both the IISS and the IDSA figures are 
wrong. The point here is that if we use the 
1970-71 Military Bolariie compared to the 
1987-88, and allow one squadron lost, there 
has been about a 1 1 increase in the PAF. If 
we again use the 1970-71 figure and subtract 
five sqiiadions while adding three ad hoc 
squadrons to the toial strength, as the se¬ 
cond source has done, we should have a base 
of 12 squadrons compared to 22, an increase 
of 1.8. 

In the two above sections it has been 
pointed out that the choice of the base is in¬ 
correct. It should have been |>re-l97l figures, 
and that in any case the Miliiarv Balance 
used should have been 1971-72, not 1970-71. 
Further, it has been shown that even within 
the incorrect t'aranieters'used by IDSA, there 
is wholesale conlusioii and error. 

Conti \r tor Srnnv LAt iciNti 

fhe entile i DSA c.xercise becomes mean¬ 
ingless unless a context lor the study is defin¬ 
ed, During the pciiod 1972 87, Pakistan fac¬ 
ed two threats: its traditional adversary 
India, and a new adversary, the Soviet Union 
in Afghanistan. A third adveisary. the 
Afghan armed forces, has never been taken 
particularly seriously by Pakistan The 


Afghan armed forces grew enormously in 
strength and capability, but the Soviets in 
Afghanistan eompleteiy overrode all con¬ 
siderations in this regard. So we can stick 
to the Indian and the Soviet threats. 

Since it is the fashion in IDSA to conclude 
that Pakistan has never been overly concern¬ 
ed at the Soviet threat, we will ignore that 
for the moment, though IDSA has— 
again—made an entirely incorrect assump¬ 
tion. We will, then, focus on India as seen 
through the eyes of the Military Balance 
(Tkble 1). Because of the mass of data, we 
will quote broad categories of interest. For 
the navy, the Jane’s Fighting Ships is used; 
it is an open source and so should meet ID¬ 
SA’s self-imposed criteria in this regard. 

Now let us take the 1987-88 figures and 
compare them to the pakistan figures for the 
same year (Table 2). 

From the figures in Ibbles 1 and 2 it can 
be seen that India, too, has been making ma 
jor increases. in all its armed forces 
categories. It is argued that deduction must 
be made for India’s China commitment. In 
1987, Pakistan had also to provide for the 
Soviet Union, if for no other reason than 
that India and the Soviet Union are allies 
in much the same way as Pakistan and China 
are allies. If we deduct for China, we must 
deduct for the Soviet Union. The IISS gives 
7 mountain divisions for 1987-88, bringing 
the Indian total to 25. Pakistan, as shown 
m the Brasstacks deployment, left three divi¬ 
sions against the Afghanistan front, tor a 
total of 16, giving India a 1.6 advantage. 
Similarly, while India needed to leave some 
fighter .squadrons against China, Pakistan 


would have also had to watch the Afghan 
bordei, giving India a clear air superiority. 
The naval superiority is obvious. For a varie¬ 
ty of reasons the above is a very limited way 
of making a force comparison. But at least 
it would have put the I^kistani increases in 
a context that is recognisable and makes ap¬ 
proximate sense, instead of the bland asser¬ 
tion that Pakistani strength has increased by 
certain factors 

Question of Sources 

The author has argued that IDSA should 
not make use of sources like the Military 
Balance and Sipri in preference to Indian 
sources, which on matters of the sub¬ 
continent are obviously far better. IDSA has 
in reply argued that as governments try and 
keep defence data secret, the western sourees 
at least provide a "useful and widely ac¬ 
cepted for broad assessments". This avoids 
the problem of private sources, which can¬ 
not be documented, and could be biased or 
wrong. 

The IDSA position is inherently contra¬ 
dictory. If the Indian and Pakistani govern 
ments keep data secret, where did the 
Military Balance get its data from? Obvious¬ 
ly from its own private sources. This is not 
a limitation in the case of data from western 
nations because the information is also 
published officially by these countries. But 
since we have no way ot checking from open 
sources the Military Balance data on closed 
countries including India and Pakistan, 
there is no basis for the assumptions that 
its data is “useful and widely accepted for 
broad assessments”. Ikke some examples 


Table I 


Item 

1970-71 

1987-88 

Increase 

Divisions 

24 

32 

1.3 

Independent brigades 

9 

19 

2.1 

Ikiiks 

1150 

2790 

24 

Artillery pieces 

c 3000 

4458* 

1 5 

APC/IFV 

none listed 

1300 

not rclevani 

SAMs (Army) 

— 

138 

not rclevani 

Warships** 

35 

64 

1.8 

Combat aircraft 

-625 

750 

1.2 

SAMs (Air Force) 

50 

> 

180 

3.6 


Notes: * This Figure includes I20mm/160mm heavy mortars, it is unclear if the 1970-71 Figures does 
the same 

** Counting aircraft earners, cruisers, destroyers, frigates, corvettes, missile and patrol boats 
and submarines. 


Table 2 


Item 

India 

Pakistan 

India Advantage 

Divisions 

32 

19 

1 7 

Independent brigades 

19 

12 

1 6 

Tanks 

2790 

1600 

1.7 

APtviFV 

1300 

645 

2.0 

SAMs (Army) 

138 

— 

not relevant 

Warships 

64 

38 

1.7 

Combat Aircraft 

750 

350 

2 1 

SAMs (Air Force) 

180 

16 

11 
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from the three editions used here, 1970-71, 
1971-72 and 1987-88. 

In 1970-71 Pakistan is given 17 combat 
squadrons, it had 14 (No 5 on Mirage, Nos 
7 and 8’on B-57, No 9 on F-104, Nos 14 
through 19 on the Sabre, Nos 11, 23 and 25 
on the MiG-19 (F-6) and No 20 on recon¬ 
naissance aircraft). In 1971-72 it is given 19 
squadrons, but the total was the same.as 
above. 

In 1971-72 Pakistan is given 825 tank.s, it 
had 1,100. In 1987-88 n had 2.200+ against 
the given 1,600 and India had 3,500+ 
against the given 2,750 Similarly, in 1987-88 
Pakistan is given seven mountain divi.sions. 
IISS knew that .some divisions had been con¬ 
verted It did not know that others had been 
raised or converted from infantry divisions, 
so that 4he figure remained 10. The.sc are 
serious discrepancies. 

FORCt CfIVII'ARISON 
IDSA’s Mist oNt hl't IONS 

IDSA has counted nil Pakisiani waiships 
in Its analysis, whereas lor its broad purpose 
it should have taken only major warships. 
Pakistan's warslnps range from 40 ton 
hydiofoils to a 6,0(M) ton cruiser India's 
range from 200 ton missile boats to a 30.(XX) 
ton aircraft carrier. When comparing army 
units of the both couniries. there is an 
approximate correspondence even tfioiigh 
Pakistani divusions are smallet than ours 
Similarly, ifiough PAF .squadrons have fewer 
aircraft outside of the Unit Establishment 
than the lAF squadrons, as the UE of both 
is 16 a comparison is jusnried But to equate 
a 40-ton hydrofoil m the Pakistan Navy to 
a 30,000-tpn Indian Navy aircraft carrier is 
clearly absurd. 

The convention u.scd bv all an.ilysts is, 
therefore, to count major waiships In the 
Indo-Pakistaii context a major warship 
would be one that could attack the adver¬ 
sary’s coast. So for India, anvthmg including 
and bigger than the Nvmwhka missile cor¬ 
vettes could be counted as a maior warship, 
and for Pakistan, all ships including and big¬ 
ger than the Bmoke^ Garcia frigates it is 
acquiring. Under certain conditions the 
Indian Navy’s TarantuI and Pauk light cor¬ 
vettes could also attack the Paki.stan coast, 
but this would be “pushing the figures”. On 
the above basis, India has about 45 major 
warships, Pakistan has 135 
When the 20-25 year old Brooke/Carcia 
frigates arrive in Pakistan, they will replace 
the 40-ye8r old Gearing destroyers, so 
Pakistan will go up to 15 major warships. 
The ratio will be 0.33 and it will remain this 
way for some years. India is, of course, 
building up to a 65 major warship navy but 
resource conistraints will delay thi.s for some 

* In this author's recent book. The tki/r Thai 
Never Was, 12 major warships are given. The 
book was written in early 1987 and at that 
time he did not know that PNS Babur, usual¬ 
ly described as a training cruiser, also had 
an important operational role. 


time, and many existing warships will be 
sidelined for training. 

Even the 0.33 ratio tells us little, Pakistan 
ha.s nothing to match India's aircraft carriers. 
The Kilo and Type 209 class submarines 
joining service arc miich more advanced 
than their Pakistani counterparts. Pakistan 
also has nothing to match the Indian Kashin, 
Godavarai, and TVpc IS destroyer classes. 
The true measure of capability would give 
the Indian Navy an at least five-to-one 
advantage, but for now at least it should be 
possible to agree on the 0.33 ratio. 

This author has mentioned elsewhere that 
the Karachi defences have been improved by 
a factor of twenty in his approximate 
estimate. But why should this be regarded 
as sinister? In 1971 Karachi had no effec¬ 
tive defences. In fact, to the Pakistani people 
the trauma of the Indian air-sea attack 
against Karachi was second only to the 
trauma of the East Pakistan defeat. The im¬ 
provement ha.s been brought about by up¬ 
grading maritime reconnaissance capability, 
multiplying coastal defence missile plat¬ 
forms, and adding to the air defence/ 
maritime attack capability. Flow can we, in 
good conscience, object to this? It would be 
equally absurd for Pakistan to object to our 
continued improvement of the Bombay High 
defences. 

Should we count armed trainers in the 
PAF's inventory? First, Pakistan does not 
have 103 armed trainers; no one can count 
a primary or basic trainer as part of the 
Order of Battle. Advanced trainers in recent 
years have been designed for wartime com¬ 
bat roles and can legitimately be counted. 
The PAF’s advanced trainers are FT-6s, 
which have a minimal range and marginal 
utility This does not mean that the PAF 
cannot use n-6s or even FT-5s at Skardu or 
at Ras Ormara, but what w ould be the 
point? If we count FT-6s on the PAF’s side, 
wc must count the MiG-21Us on India’s side, 
and this opens up an area of confusion for 
no purpose 

IDSA has, ever since this author first 
visited it in 1970, been under the impression 
that Indian mountain divisions cannot be 
employed in the plains and must, therefore, 
be omitted from any analysis of forces. For 
some reason, this author has never been able 
to convince IDSA this is wrong. 

In 1965, 4 Mountain Division fought at 
Khem Karan under HQ XI Corps and 6 
Mountain Division in the Sialkot sector 
under HQ 1 Corps. Ihese were not even 
secondary sectors, but primary ones where 
Pakistan had deployed its heaviest forma- 
.ions, 1 and 6 Armoured Divisions respec¬ 
tively. 4 Mountain was, in fact, engaged 
against Pakistan 1 Armoured Division. 
Another division, 23 Mountain came up 
from Rangia and actually went into action 
on the outskirts of Lahore before the cease¬ 
fire was called. 

It was in 1971 that the mountain divisions 
really made their mark: 4, 6, 8, 20, 23 and 
57 Divisions were committed in whole or in 


part, forming the bulk of the effort against 
East-Pakistan. Only one infantry division 
took pan: 9 Division from Ranchi. 

In the Brasstacks Indent mobilisation 
crisis happenings in l ebriiaiy 1987. Moun¬ 
tain went first to HQ XVI Corps (Jammu) 
and then to l+idukh as part ol the planned 
offensive against Skardu. (It would probably 
not have been used in this role, but to replace 
3 Division from Leh, freeing the layer— 
ostensibly deployed against China—for the 
offensive.) 28 Mountain Division from Nimu 
in Ladakh was part of the attack plan. 57 
Mountain Division came up to reinforce the 
Punjab defences against external attack and 
internal disruption. 39 Mountain Division 
from Yol near Pathankot was also available, 
probably as a reserve for Northern Com¬ 
mand. In 1965 three of 10 mountain divi¬ 
sions were used against Pakistan, in 1971 six 
of 10, and in 1987, four of 10. 

A mountain division is lighter in terms of 
vehicles, anti-tank weapons and armour 
compared to a standard intaiitry division. 
A previous important distinction, the lack 
of a medium artillery regiment, has now 
vanished with the assignment of the new 
155mm guns in increasing numbers to 
mountain divisions. Infantry battalions 
returning to the plains pick up their heavy 
anti-tank weapons (i()6mm RCL). The 
Indian Army has sufficient spare tank 
regiments to assign these to mountain divi¬ 
sions operating in the plains if needed. As 
for vehicles, the differences are in detail and 
can be easily remedied if needed by attaching 
vehicles from corps and command resources. 

IDSA has recently gotten another idea it 
refuses to let go, that of 5,00,000 reserves for 
the Pakistan Army. The lISS has made a 
very major and avoidable mistake in assign¬ 
ing this figure. Pakistan releases around 
30,(KX) men from its army every year, so if 
we take available manpower to age 50, we 
get the figure of 5,00,000. But there is neither 
the equipment nor the organisation in the 
Paki.stan Army to handle more than a tiny 
percentage of these men. The rest exist as 
reserves only in theory. If IISS calculated 
Indian Army reserves on the same basis, we’d 
get about 1.1 million or more reservists, 
which is simply not true. Neither country 
likes reserve structures, and neither has con¬ 
scription, which is the es.scnce of a reserve 
system in most countries. The US and UK 
have volunteer reserves, but most are young 
men, not in the mid-30s to 50. Older men 
have their utility in some roles. Certainly 
not, however, as combat troops. 

Should we be counting manpower (as 
1D,SA prefers to do) rather than divisions to 
compare the armies of both sides. As both 
sides use their manpower differently, divi¬ 
sions should be counted, particularly & the 
divisions of both sides have an approximate¬ 
ly equal combat power. Both sides have 
overstrength divisions, but normally these 
divisions are in Kashmir, (12 and 23 for 
Pakistan, 19 and 25 for India). Comparing 
the brigades on both sides gives about the, 
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same result. In4ia uses more men per divi- 
sion slice, and a manpower count gives a bias 
against India. For example, Pakistan gets 24 
division-equivalents (three-brigade dtvisions) 
for its manpower, which is well less than half 
of India's. India should, on a manpower 
count, get something like 50 division- 
equivalents (Indian armoured brigades to be 
counted at two per division instead of three 
as for F*akistan as they are bigger). Instead, 
India gets only around 42. 

What tub Forcf Comparison 
Should Look I.ikl 

Before this point is taken on. since IDSA 
is so obsessed with the manpower count, it 
could do worse than take the author’s 
‘private’ figures (though what is private 
about figures obtained from Indian govern¬ 
ment sources is hard to see, even if they have 
to be fudged slightly to conceal the exact 
source). By our count, the ba.se should more 
usefully be 1971. On that basis, in 1971 the 
Pakistan Army had 15 divisions, the Indian 
Army had 25. giving a ratio of 0 6. In 1988, 
the Pakistan Army has 21 divisions, the 
Indian Army has 37 (including two divisions 
raising for Pakistan, three for India). The 
ratio is also 0.6. So there has been no change. 
If we deduct for the actuals deployed against 
China, five divisions in 1971 and a probable 
of eight required in 1988, the ratios deterio¬ 
rate very slightly against Pakistan from 0.75 
in 1971 to 0.72 in 1988—not worth noting 
from our viewpoint. 

For the Navy, the ratio was 12 major war¬ 
ships for Pakistan to 27 Indian and is now 
about to be 15 to 45 This is a deterioration 
against Pakistan from 0.44 to 0.33. 

For the PAF, we use 14 squadrons of 16 
aircraft in 1971 and 35 lAF squadrons ot the 
same strength. Some PAF squadrons were 
not at full strength, but Pakistan received 
reinforcement aircraft from abroad, (foi 
example, 10 F-104As from Jordan) so we will 
not be remiss in keeping that standard. The 
total now is 20 squadrons to t he lAF's 40-r, 
so that Pakistan has improved from 0.4 
to 0.5. 

These figures would need to be qualified 
in a proper force comparison. If this was 
done, however, nine of ten qualifications 
would be in India’s favour, particulafly on 
matters of quality and sustainability. For 
now this is unimportant. What needs noting 
is that the same force ratios that enabled us 
to cut Pakistan in half in 1971 obtain today. 
Theoretically the result of the next war 
should be the same. That it will not has 
nothing to do with the quantity and quality 
of arms that India is piling up. Our problems 
arise from other shortcomings, a discussion 
. of which is beyond the ambit of this article. 

Afghanistan and Pakistan 

Though this is not wholly relevant to the 
shortcomings of the IDSA analysis, it needs 
pointing out that lOSA has misunderstood 
the level of Pakistan’s response to the Soviet 
intervention in Afghanistan. Because of 

resource constraints. Pakistan neither raised 

* 
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fresh divisions to meet the threat, nor did 
it relocate existing cantonments. This last 
there was no need to in any case: Pakistan 
being a narrow country, troops can be. 
shifted from one side to another with ease. 

What Pakistan did was to reassign six of 
Its 8 reserve divisions, or werything except 
the Southern Strike Force (I Armoured and 
37 Divisions) to the Afghan border. To im¬ 
prove command, control and logistics, it 
raised three new cprps HQs for Quetta, 
Peshawar, and a reserve corps HQ which 
would take 6 Armoured and 17 Divisions 
(the Northern Strike Force) in case of a 
Soviet breakthrough past the Khyber. The 
two other corps also took existing divisions 
(16 and 33 at Quetta and 7 and 9 at Peshawar 
and Mardan) which were India front 
reserves Thus, a total of six of 19 divisions 
(we count FCN A as a division) were actually 
reassigned to meet the Soviet threat, which 
shows that Paki.stan took it very seriously 
indeed. 

IDSA has spent much effort ‘proving’ that 
the weapons Pakistan has been getting from 
the US have more relevance against India 
than against Afghanistan. This is entirely 
true, but .so what? Paki.stan needed to im¬ 
prove the overall capability of its forces 
against both India and Afghanistan. That 
it obtained and justified weapons on ground 
of the Soviet intervenlion is entirely ir¬ 
relevant to any serious argument. This point 
has two aspects. 

One, has anyone ever given thought to 
why India’s 1964-69 defence plan, ostensibly 
oriented towards China, actually contained 
a very substantial anti-Pakistan component? 
This included wholesale modernisation of 


our armour, a mgjor expansion of the Navy, 
and the addition of 14 squadrons worth of 
high performance fighters intended for use 
against Pakistan arid China. The answer is 
simple: one component of the armed forces 
cannot be modernised without attending to 
other areas. Indian armour was, for example,. 
lagging behind Pakistani armour. The army 
andjhe Ministry of Defence took advantage 
of the increased willingness to spend for 
defence post-1962 to make up these short¬ 
comings. This was also done in other areas. 
In fact, it is likely that one reason that the 
US/UK backed out of earlier commitments 
to fund Indian modernisation against China 
is that they realised we had objectives far 
beyond the northern border, and that even 
the northern expansion was over-insuring. 

Pakistan has similarly seized the oppor¬ 
tunity of the US willingness to extend credit.s 
by allotting small but essential sums to the 
navy, as well as upgrading air defence 
capability (useful against both India and 
Afghanistan), and upgrading armour and 
artillery (also useful against both). 

Second, given Pakistan's geographical 
size, a division of forces into the Afghan and 
Indian forces is meaningless and impossible 
to implement, even it Pakistan wanted it that 
way, any more than we want to divide our 
forces.against China and Pakistan. 

A la.st point. If we term $3.34 billion of 
US credits over three years as “massive arms 
aid”, what do we term our single programme 
to upgrade our medium artillery, 1,600 towed 
and 600 SP guns at an eventual cost of $5 
billion? Thai’s just one programme among 
a dozen important ones underway, many of 
which utilise Soviet credits. 
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Assam: AGP under Pressure 


With internal dissensions showing no signs of disappearing, with 
the two tribal agitations in the Karbi Anglong district and by the 
Bodos gathering momentum and the ominous change in the 
leadership of the All-Assam Students Union, it is going to be 
an uncomfortable year for the Asom Cana Parishad government. 


NOW that with the recent victories of the 
Congress(l) in the Nagaland and Mi/.oram 
assembly elections, only Assam, the most 
populous and in every way the most 
crucial yate m the region, remains out¬ 
side the told of the C'ongress(l), what are 
the stialegies that the Congress(I) will 
adopt to complete its conquest of the 
north-east? How equipped, if at all, is the 
ruling Asom Ciana Parishad (AGP) to 
withstand the pressures it is hound to 
tome under? 

On the face of il, the victories of the 
Congress (I) in four stales of the region 
in the last one year (Meghalaya and 
Tripura m lebiuaiy 1988 and Nagaland 
and Mi/orarn in Jamiaiy 1989) ought not 
to cause much woriy lo the AGP because 
the tircunistances undei which the A(il’ 
came to power in Assam and continues 
to be in ollice aie quite different and 
indeed unique Util almost equally un¬ 
usual and even unique have been the 
circumstances and finci details ol the 
Congress(l) victories in the region in the 
last one year—the legitimisation ol detec¬ 
tions in Meghalaya .which enabled the 
{.'ongress(l) which initially did not win a 
majority of scats, to form the government; 
the blatant rigging and deployment of the 
armed forces on the eve of the poll in 
Tripura; the luling out of defection as 
illegitimate when it adversely affected the 
fortunes of the Congress(I) in Nagaland 
in July last year; and the attempt to adopt 
an exactly opposite stance in Mizoram 
only a month later. The party may well 
turn to such unusual initiatives in Assam 
as well. 

The only inhibiting factor is that despite 
these contrived successes in the smaller 
states, the Congress(l) continues to be 
troubled with grave internal problems 
which it has not been able to overcome. 
In the popular mind, it continues to be 
associated with the harsh measures taken 
to control the Assam agitation at its 
height and the forced blood-bespattered 
assembly elections of February 1983. It 
also suffers from a grave leadership 
vacuum. How serious these problems are 
can be gauged by the fact that there is 
open talk of bringing former chief 
minister of Assam, Hiteswar Saikia, 
presently governor of Mizoram and 
universally credited with playing a crucial 


role in the victory of the Congress (I) in 
Mizoiam in the recently concluded 
assembly elections, back to active politics 
as president of the APCC(I). Even allow¬ 
ing for the possibility that some of these 
reports arc probably inspired by Saikia 
who, being still relatively young, cannot 
possibly be happy being the resident of the 
Raj Bhavan in Aizawal and clearly 
hankers for a more active and materially 
more rewarding political role in his home 
state, that such a possibility should be 
considered at all shows how limited the 
choices before the Congre.ss(l) are in 
Assam. Even his rehabilitation as a union 
minister is going to be seen by the 
Assamese people as yet another spiteful 
gesture against them by the union 
government. 

Despite these organisational problems 
and the absence of an acceptable Assamese 
leader, acceptable precisely to that section 
of the Assamese people who had massively 
supported the Assam agitation and by and 
large continue to support ■ the AGP 
government, the union government has 
rather more options in Assam than the 
AGP government. In the latter’s ca.se 
indeed each passing day appears to make 
the bind mio which it has got itself more 
and more imiactable. 

Four recent developments in Assam 
only apparently unrelated, have further 
worsened the problems of the AGP. First, 
there is the apparent papering over of the 
internal differences in the AGP. These dif¬ 
ferences, whose most dramatic manifesta¬ 
tion was the summary and drastic re- 
constiTOTloh of the council of ministers 
towards the end of October last year and 
involved the sacking of 12 ministers, per¬ 
sist though in the recent meeting of the 
centia! executive committee of the AGP, 
the ministers known and widely reported 
to be leading a dissident group within the 
party have disavowed any such move. That 
the AGP leadership should take such mere 
formal disavowal at its face value and 
claim that all is well with the party sug¬ 
gests that more than the dissidents the 
party leadership did not wish to force the 
isvue. 

Secondly, the AGP leadership’s weak¬ 
ness and indecisiveness has been apparent 
in other respects as well, especially in its 


utter failure to tackle the ongoing tribal 
agitations. The most serious of these are 
two. One IS headed by the Autonomous 
Slate Demand Committee based in the 
autonomous Karbi Anglong district of 
Assam, whose programme is self-explana¬ 
tory and is indeed incorporated in its 
name. The several shifts the AGP leaders 
have made lo contain and, if possible, 
defeat the agitation have come a cropper. 
The AGP despite being formally allied to 
one of the components of the broad-based 
Autonomous State Demand Committee, 
formally extended support to another 
district level party bitterly opposed to the 
A.SDC (and its political component, the 
Peoples Democratic Forum or PDC) in 
the elections to the district council held 
early last month. In the event, the United 
People’s Council (UPC), which was sup¬ 
ported by the AGP, secured only one of 
the 26 elective seals lo the district council 
while the ASDC won 22 of these seats and 
has now formally assumed office in the 
district council. Almo.si simultaneously, 
the AGP has suffered another setback on 
the other tribal front as well, with the 
decision of the All-Uodo Students’ Union 
headed by Upendranath Brahma to 
resume, in a much more intensified form, 
the agitation for the creation of a separate 
state for the plains tribals of A.ssam. In 
both these cases, a more sensitive and 
intelligent handling of issues as well as the 
leading personalities would have at least 
gained the AGP some time lo work out 
a solution. 

Third, the AGP has not been able to 
take advantage of the recent developments 
in the United Minoiities Front (UMF) 
which culminated in the formal splitting 
of the UMF broadly into two pro- 
Congress and anii-Congress factions. Had 
the AGP acquired the traditional skills of 
political parties, it should have at least 
ensured that the one solid block of 
opposition it was facing in the legislature 
would have been breached and the faction 
opposed to the Congress(l) would retain 
at least .some indirect links with itself. 
This, to all appearances, has not hap¬ 
pened; and the factions appear to be as 
committed as they were before the split to 
getting the Assam Accord scrapped. 
Indeed the developments in UMF and the 
weakness of the ('ongress(l) organisa¬ 
tionally are just the sort of opportunities 
that any reasonably competent political 
formation would have exploited to its 
advantage. In the case of the AGP 
however, this has not happened. On the 
contrary, its problems continue to be 
grave. j 

The fourth, and in many ways the most 
serious, development in recent times that 
should cause immense worry to the AGP 
government is the recent chanfe of leader- 
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ship in the intluential All-Assam Students 
Union (AASU) where the former execu¬ 
tive, generally viewed to be favouring 
amiable relations with the AGP govern¬ 
ment, has been replaced by a new 
executive more strident vocally. Pet haps 
such stridency is a necessary requirement 
for a student body like the AASLI whose 
legitimacy as a political force in the state 
is linked to the distance it visibly main¬ 
tains from the government in Dispur— 

Chintapalli Arson 


THE Indian People's Human Righis 
Commission (IPHRC) esiablislied two 
years ago, had appointed a two-member 
tribunal to investigate into the allegations 
of the burning down of tribal hamlets by 
the police in the Chintapalli agency aica 
of the Visakhapatnam distiict m Andhra 
Pradesh. Members of the tribunal were; 
Justice T Chandrasekhara Menori, (ormcr 
judge, Kerala High Couri and .lustice 
Jyotirmoyee Nag, former iudge, Calcutta 
High Court. Their judgmeni was releas¬ 
ed to the public in Octobei last year. 

In October 1987, K V Kainana Reddy, 
convenor of the Committee for Relief fo 
Girijan Victims of Andhra Pradesh, con¬ 
stituted to provide relief to the victims of 
alleged police atrocities on iribals, in 
Chintapalli, submitted a petition to the 
IPHRC. The petition accused the Andhra 
police of systematically burning down the 
tribal hamlets in the area under the pretext 
of protecting the forests from the practice 
of shifting cultivation by the tiibals. It 
pointed out the nature of the damage 
done to the tribals by the police and 
requested the commission to appoint a 
tribunal to inquire into the alleged police 
atrocities. 

After having examined the evidence, ihe 
commission decided to recommend the 
petition to the chairman of the Indian 
People’s Human Righis Tribunal. Justice 
V R Krishna Iyer who in turn, constituted 
the two-member bench to inquire into the 
atiocities. V R Krishna Iyer wrote to 
the chief minister of Andhra Pradesh, 


though of course the posturings on all 
sides are only for the record. But the cosy 
relationship that existed, despite occa¬ 
sional highly publicised ‘confrontations' 
in the last three years, may now be a thing 
of the past 

.All m all, it is going to be an un¬ 
comfortable year for the AGP govern¬ 
ment, Its only consolation being that the 
problems being faced by the Congre.s.s(l) 
III Assam are no less serious 

Case 


N T' Kama Rao, informing him about the 
naiure’and the context ol the intended 
inquiry by the IPHRC and requested him 
to ask Ihe government officials to co¬ 
operate with the inquiring tribunal so that 
It could fairly assess the situaiion and 
recommend the necessaiy remedial 
measures. The secietaiiat of the IPHRC 
duly informed the district officials as well, 
including the collector and Ihe SP, re¬ 
questing them to present the official view¬ 
point bcfoie the tiihunal. T he hearing by 
Ihetiibunal began on December II, 1987 
at TIN Sabha Hall, Andhra University 
Campus ai 10.00 am. Earlier a team of Ihe 
AF^CLC (Andhra Pradesh Civil I.ibeitics 
Committee) had toured the affected area 
and collected 225 statements from the vic¬ 
tims of the alleged police atrocities and 
about 50 photos of burnt houses. On ac¬ 
count of their efforts, 46 tribals had come 
to depo.se before the tribunal. 

The tribunal first examined the evidence 
of the petitioner, K V Ramana Reddy, 
along with K Dalagopal of the APCLC. 
They brought it out before the tribunal 
that the Samanta (also known as Kondh) 
tribal.s, who had been singled out for 
police atrocities, had been in Chintapalli 
for over two decades. They had migrated 
to this area from Orissa. Their method of 
cultivation, known as podu cultivation, 
involved burning of the forest bushes and 
then sowing the seeds. After a few harvest, 
they would go to another area and come 
back to the earlier area after it had regain¬ 
ed its fertility. They did not cut down big 


trees. After the evidence of these two per¬ 
sons, the tribunal began examining the 
iribals. Wh^n the 10th tribal was deposing 
before the tribunal, a mob of -men and 
women, led by plain clothes policemen, 
according to Balagopal and others, storm¬ 
ed the place of the hearing and attempted 
to assault the tribals. The tribunal decided 
to adjourn the inquiry in the public in¬ 
terest and later issued a press release to 
explain its position. According to the press^ 
release, the government officials were not 
co-operating with the inquiry in any Way. 
In fact, some tribal people coming as 
witnesses to the inquiry had been arrested. 
-Some of them were sent back. The bus 
they were to travel in was not allowed to 
proceed. Though the collector was duly 
informed of the incident, “he never show¬ 
ed any courtesy of ascertaining from us 
as to what really happened”, (though) he 
said that “such things would not take 
place in future”. The tribunal demaned 
‘sufficient police pioteclion to the tribals’ 
deposing before it and asked the collector 
to ensure that ‘they are not harassed 
again*. 

The tribunal resumed the inquiry after 
the lapse of a few weeks at Vi.sakhapat- 
nam. De.spite repealed requests no district 
official appeared before the tribunal. They 
did not give any assistance to the inquiry. 
(Strangely enough, on the first day of the 
inquiry, December II, 1987, the chief 
minister unveiled a statue of Sri Alluri 
Scelarama Rapi, who had sacrificed his 
life for the tiibals of the agency area at 
Visakhapatnam.) 

At this sitting on Februa'y t, 1988, two 
distinguished social scientists. Narasimha 
Reddy, professdr of economics. University 
of Hyderabad and G Hargopal, professor 
of political science at the same university, 
gave detailed evidence regarding the socio¬ 
economic and political background to the 
problems of tribals. Reddy cautioned 
against depriving the tribals of their tradi¬ 
tional access to forests, on account of the 
essential developmental activities of the 
state and stressed the need to integrate 
their traditional way of life in a new pro¬ 
cess. Hargopal pointed out that while the 
proclaimed thrust of the government’s 
policies was the protection of the tribals 
from the middlemen through the institu¬ 
tion of Girijan co-operative corporations, 
in practice, their structure and procedures 
were such as to defeat the very purpose 
of the idea. He was emphatic that the 
government had not succeeded in solving 
the problems of the tribals or casing their 
exploitation. 

Balagopal again deposed before the 
tribunal and placed before it the material 
collected by a team of the IPHRC, such 
as the relevant statistics as published by 


Report of the Peoples Tribunal 

Vrijendra 


On the basis of the evidence produced before it, the Indian 
People’s Human Rights Tribunal has concluded that the Andhra 
police deliberately burnt down a number of dwellings of the 
samanta tribals in the Chintapalli Agency Area of Visakhapatnam 
district in Andhra Pradesh. This arson of the police was directed 
at the samantas because, in the words of the Andhra DGP, “the 
tribals were sheltering naxalities”. 
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the government, different accounts regar¬ 
ding the tribals and forest policy, the 
origin and social and economic conditions 
of the Samanta tribals and their method 
of cultivation. On February 8, 1988 
members of the tribunal visited the Chin- 
tapalli agency area and inspected the re¬ 
mains of the burnt houses of the tribal 
victims. 

1 Ht l-l.sJOlNCiS 

On the basis of the evidence produced 
before it the tiibunal concluded that the 
police had deliberately burnt down a 
number of houses in some of the hamlets 
of the Chintapalli agency area ol the 
Visakhapatnam district in Andhra 
Pradesh. The reluctance shown by the 
district officials, including the SP of the 
area, to appear before the tribunal only 
gave credence to the evidence of the tribals 
about police atrocities inflicted on them. 

The tribunal examined a letter in 
Telugu, with Its English tran.slation. It was 
addrc.s.sed to the man in-chaigc of the 
combing party by HCNo I6J, SHO, Chin¬ 
tapalli police station and given to Veerari- 
na Padal, sarpanch, Sankada village. It is 
alleged to be written on the direction of 
the DSP, Chintapalli. The lettei stated. 
“To the man in-charge of the combing 
party. Upon the request of the president 
of Sankada that hamlets other than those 
of Kondhs should not be burnt down, the 
PSP. Chintapalli has directed that ordcis 
may be issued accordingly to the man in- 
charge of the combing party. Hence as the 
honourable DSP has said not to burn 
down the hou.ses or hamlets of Bagatas 
and Gadabas, I am informing the same 
to you in my capacity as station house of¬ 
ficer, Chintapalli police station”. 

This letter was given wide publicity and 
the police authorities nevei denied its 
authenticity. On the contrary, the direc¬ 
tor general of police of the state, after a 
tour of tht affected area was of the view 
that the police action against the tribals 
might have been “because they (the 
tribals) were sheltering naxalitcs”. As an 
APCLC report rhetorically asked, “if the 
Samantas were shielding the naxalitcs and 
the police burnt down their hamlets for 
that reason, why are efforts being made 
by the government now to rehabilitate 
them?” The question remained un¬ 
answered. 

According to the tribunal, the basic 
question was: “even in cases where public 
interest requires action by the police, can 
they act flouting the law of the land”? The 
attention of the tribunal was drawn to the 
judgment of a five-member bench of the 
Andhra Pradesh High Court (Andhra 
Law Times, 178) wherein a reference was 
made to the burning down of the hamlets 


of Samanta tribals in Chintapalli agency 
area and the alleged reply of the DG. AP 
who justified this because “the tribals 
were sheltering naxalitcs”. Another ex¬ 
planation offered by the government was 
that the houses of some of the Samantas 
were away from the main village and it 
was suspected that those houses were 
sheltering the extremists. Further, “unless 
the dwellers of these hutments are per¬ 
suaded to join the main village it would 
be difficult to curtail the extremist 
menace”. The state police were taking 
steps to make them join the main villages. 
The tribunal was of the firm view that 
“under the garb of putting down extremi.st 
violence the police cannot take law into 
their own hands and systematically violate 
the bade rights of an individual or group 
of people leading their own lives. Use of 
excessive force and alleged punitive steps 
which result in the destruction or death 
of poor and innocent people are all 
violative of human rights. These viola¬ 
tions could be clearly seen in an iniqiiitou.s 
system attempting to contain protest and 
struggle for bringing about social change. 
This is because in times of crises, the in¬ 
terests of citizens get subordinated to the 
interests ol the dominant group in the 
political and social set-up!’ 

The Indian constitution enables the 
courts to accord due recognition to 
human rights. Under Article 51 of the 
con.stitution it is the obligation ol the slate 
to fostei respect for the international law 
and, therefore, it is the duty of the courts 
to take due notice of any grave violation 
of human rights by the state or any autho¬ 
rity under the state or an individual. In 
fact the attorney general of India had 
asserted before the human rights commit¬ 
tee in 1984 that the Supreme Court and 
the high courts accorded priority to the 
cases of violation of human rights and 
speedily acted in such cases. They settled 
these ca.ses in a matter of weeks and the 
committee should rest assured that the 
remedies against the violation of human 
rights in India remained very effective. 
However in praciict, the courts, even the 
Supreme Court, sometimes rejected peti¬ 
tions on gross violation of, human rights 
and directed the persons concerned to file 
individual complaints for alleged offences 
in the ordinary fcrum.s. It is easy to find 
frequent use of excessive force and preven¬ 
tive steps resulting in the death and 
destruction of ordinary people. The 
authorities invar.ably react violently to the 
protests and struggles for bringing about 
social change, resulting in the violation of. 
the dignity and rights of individuals. 

The Indian state, being a signatory to 
the Human Right Covenant, is under 
obligation to accord the recognition to 


human rights through its judicial system. 
As the Supreme Court said in Grama- 
phone Company of India vs Birendra 
(AIR 1984 SC 667); “There can be no 
question that the nations must march with 
the international community and the 
municipal law must respect rules of inter¬ 
national law as nations respect interna¬ 
tional opinion. The comity of nations re¬ 
quires that rules of international law may 
be accommodated in the municipal law 
without express legislative sanction if they 
do not run counter to enacted law!' 

The government authorities should 
recognise the legal limits to their power. 
To catch a criminal a police officer can¬ 
not direct destruction of ail the houses 
where the criminal might have gone. Even 
with regard to necessary government 
power, the courts have to draw the limits 
in a way which strikes the most suitable 
balance between executive efficiency and 
legal protection of the citizen. 

No public servant can flout constitu¬ 
tional guarantees and still continue to be 
a public .servant. No officer can commit 
a crime under the gui.se of performance 
of his duty If he does so, he seems to 
occupy a privileged position and he aids 
the political government in the physical 
hquidaliori of political dissent. As Ralf 
Dahrendorf pointed out, “The growing 
incidence ol (such) impunity leads to the 
cote of modern social problems" and 
D N McCormick succinctly stated, “it is 
not the existence of obligations under the 
law, but rather the obligation of officers 
towards the law as such that enables 
us to grasp the binding nature of 
the law” 

It IS imperative for the Andhra Pradesh 
government to lake steps to alleviate the 
hardships of the tribals instead of harass¬ 
ing them for their alleged mistakes since 
this can only aggravate the situation. As 
a report of the Agro-Economic Research 
Centre (AERC), Andhra University, 
Visakhapatnam, states; “...'in AP about 
7.55 per cent of the tribals are estimated 
to be engaged in podu cultivation involv¬ 
ing an area ol about 42,(XI0 acres, whereas 
shifting cultivation is the main economic 
pursuit of the primitive tribes of Orissa 
involving an estimated area of about 64 
lakh acres... (The tribals) eke out a 
meagre livelihood through (such) cultiva¬ 
tion..!' They have been practising shifting 
cultivation in the inaccessible hills and 
forests .since time immemorial because 
there is no scope on these hills for settled 
cultivation. It is not advisable to throw 
these tribals out of these lands, without 
providing them with substitute occupa¬ 
tions. Also the apathy of the tribals to 
settled cultivation can be understood only 
if social and economic reasons for their 
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preference for podu cultivation are 
known. 

Whatever the evils of shifting/por/u 
cultivation may be, the police cannot drive 
out people engaged in such cultivation for 
decades, by burning down their houses. 
It is necessary in the interest of ju.stice that 
the state government should compensate 
the affected people by restoring theii 
houses and giving them necessary finan¬ 
cial assistance for the materials destroyed 
by the police. Otherwise the socially con¬ 
scious groups like APCLC should take up 
the case of the tribals before the Supreme 
Court or the high court and ensure that 
justice is done to them. There is no reason 
to apprehend that the courts will ignore 
their constitutional obligations to uphold 
the rule of law becau.se as Justice Krishna 
Iyer once pointed out, law is a social 
science and constitutionally (even of 
executive actions, to add) turns not on 
abstract principles of rigid legal canons 
but on concrete realities and given 
conditions. 

The trfbunal does not condone the ac¬ 
tion of any group which advocates violence 


THINGS unprcccdenicd and unexpected 
seem to have become ubiquitous in I’raguc 
these last months. Fust, thousands of 
mostly young people gathet where noi 
more than a few hundred were expected 
for an unofficial celebration of the 70th 
anniversary of modern Oechoslovakia— 
.surprising both the organi.sers and the 
authorities—on Octobei 28 last vear. The 
demonstration was suppres.sed by the 
most brutal use of police force, unheard 
of and uniieen in the whole 7()-year history 
of the country. 

Then five unofficial—or, as the powers- 
to-be prefer to stress, ‘unallowed— 
initiatives including the ‘notorious’ Charta 
77 call for a simple remembrance on 
January 15. Twenty years before; January 16, 
1969, a young student of philosophy, Jan 
Palach, burnt himself alive in an attempt, 
heroic and glorious, but vain, to stop the 
moral and political degradation of his 
country that set in after the Soviet inva¬ 
sion in Czechoslovakia in August 1968. Tb 
remember him and his cry—that was what 
the organisers had in mind. Tb put a 
bunch of flowers down at the my place. 
What followed was an event neither the 


for redre.ssal of people’s |rievMces. 
However such violence by a group cannot 
justify adoption of uAlawful, illegal and 
violent methods by the state itself to 
counter such an action. 

it is the duty of the stale to ensure that 
the police remain sensitive to constitu¬ 
tional requirements. It is also necessary 
to note that no evidence was produced 
before the tribunal by any one to suggest 
that the tribal people themselves took to 
violent activities against the state. Even 
(he DGP has no such case. The Andhra 
Pradesh government should .seriously note 
the grievances of the tribals and not 
di.scriminate against any specific group 
like Samanta tribe on grounds that they 
migrated from Orissa. They have been liv¬ 
ing in the state for at least two decades. 
Besides, the constitution of India gives the 
citizen the right to reside anywhere in the 
country without any legal restrictions. 

The government of Andhra Pradesh 
should wake up to the real problems of 
the tribals instead of complaining that 
political groups advocating violence are 
trying to influence and mobilise them. 


initiators noi the authorities expected. 

Ever since 1948 when it came to power 
the Czechoslovak CP showed one of its 
two faces as being a violent one—true to 
its Stalinist roots. Let’s remember not only 
the bloody trials ol the 50s, but also the 
forced collectivisation of agriculture, the 
labour camps of the time, the ‘screening’ 
of thousands of people shutting them out 
to the fringes of society, etc. Even with the 
other face-social justice’ meaning egali¬ 
tarianism—the ruling bureaucracy tried to 
pursue its aims not without force impos¬ 
ing them upon the subordinated classes 
and strata. Neither was the purge of the 
early 70s which followed the installation 
of the ‘new leadership^and most of these 
‘founders’ still hold fast to their seats, 
from Jakes to Husak to Indra, etc—free 
of force. But the form it has taken since 
August 21 last year through October 28 
to January 15-20 this year is still novel. 
For such a use of police force, including 
the use of modern equipment, water can¬ 
nons, tear gas, smoke bombs, armoured 
carriers, and of course, dogs and batons, 
is a phenomenon Czechoslovakia has 
never seen before. 


What is also new to a high degree at 
least is,the opponent. It is the youth that 
predominated among the demonstrators, 
peaceful, unarmed young men and women 
between 20 and 30 years old—youth born, 
brought up and educated in the era of 
socialism as were their parents. Most of 
them ate too young to remember ‘Jan 
Paiach; but all of them understand that 
the fight in which they are engaged now 
IS a battle for freedom. Yes, freedom; a 
word for which you would search in vain 
III all of those official tirades, speeches 
and proclamations that praise ‘peres¬ 
troika’ for two consecutive years now but 
of which nothing can be seen. Freedom— 
from the daily frustration be it at the 
workplace or in school, or in the deterio¬ 
rating environment, with having to wait 
for 10 or more years to get a home of his 
own, with very reduced possibility of 
travel abroad, without the possibilities of 
free speech or free association and all 
the ingredients that make a life worth 
living. The only legal organisation, lihion 
of Socialist Y'outh, ossilieci as all the other 
member organisations of the C'P-donii- 
nated umbrella National l iont, has long 
ago stopped being the real representative 
of the youth. 

On the face of it, there are two outstan¬ 
ding featuies of the events that shook 
Prague tor six consecutive days. First, 
lho.se thousands of people called demonst¬ 
rators were entirely peacelul. Not a single 
glass was broken, no ear overturned, no 
fire broke out. Not even the mass media 
writing and filming on command could 
inform of anything like violence on ihe 
part of ‘the crowd’. On the other hand, 
a fact the media do not even mention, the 
brutality of the police was unprecedented. 
Psychologically, one wonders, if they had 
not been strongly doped with such mixture 
of hate, disregard and self-confidence that 
their actions amounted to the indifference 
of professional killers. 

As is usually the case, no immediate 
and clear-cut outcome of the six-day con¬ 
frontation can be expected. At the present 
moment, in a Czechoslovakia in the grip 
of a protracted moral, political and 
economic crisis, the panicky leading group 
might try to gloss over the whole ‘situa¬ 
tion’ by pretending that nothing of 
significance has happened. It may indeed 
take long for the fruits of the six days to 
be picked up. But even in this country only 
the most conservative hardliners can now 
believe that Czechoslovakia is not in a dire 
need of a relatively quick and genuine 
democratisation—without which no 
reform at all can succeed. If the reforms 
are not successful the way Czechoslovakia 
would take might remind one of the days 
of Polish chaos. 


Six Days That Shook Prague 


In Czechoslovakia now only the most conservative hardliners 
believe that the country is not in dire need of a relatively quick 
and genuine democratisation, without which no reform at all can 
succeed. 
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Is Pakistan’s Economic Crisis 
Financial or Real? 

Akmal HuHsain 

Official claims would have it that while Pakistan's financial 
economy may be in difficulties, the real economy continues to be 
robust. In fact it is the serious problems in the real economy, in 
the state and culture of society that are manifesting themselves in 
the form of a financial crisis. 


IN the preface to the Pakistan Economic 
Survey. 1987-88, Mahbub-iil-Haq tiad made 
an interesting new formulation: “ while 
the financial economy is in ditliculties, the 
real economy continues to be robust .. ” By 
financial economy, Haq is leferring to the 
realm of money where large and growmg 
deficits in both the national budget and the 
balance of payments' give him cause for 
concern. The real economy he thinks is in 
the realm of production of goods and ser¬ 
vices as measured by GNP Since this has 
shown a high growth rate |6.5 per cent per 
annum since 1977-78], he concludes that the 
real economy “continues to be robust”'. 
Qne can raise three distinct but intcr-relatcd 
questions about Haq’s lorrnulation. 

(1) Can the ‘financial’ economy and the 

‘real’ economy exist separately? 

(2) Can opposing phenomena lake place in 

the financial and real economies (i e. 
crisis in the one and lobust growth in 
the other)? 

(3) What is the relationship between the 

‘financial’ and the ’real' economy, i 
e, how do trends in the real ccononiy 
manifest themselves in the financ.al 
economy? 

Let us begin with a simple theoretical pro¬ 
position: In a capitalist economy where pio- 
duction takes place for profit, the individual 
producer starts with a sum of money 
(however he may have obtained it), by 
means of which he acquires command over 
part of the real resources of society, such 
as land, labour, raw materials, machines. 
He then allocates these real resources not 
in response to the perceived ‘real’ needs of 
society, but in response to maiket prices in 
order to make money profit. Thus in a 
capitalist economy the realm of money and 
the realm of the production of goods are not 
only inseparable, but, more fundamentally, 
the financial realm is the necessary form 
through which the real economy functions 

and manifests itself. 

The seminal contribution of Keynes (and 
one which distinguished him from classicists 
like J B Say) was that he showed how the 
real economy was constituted within the 
money economy, i e, both the rate of in¬ 
terest and the wage level are determined in 
money terms. As he once remarked with 
characteristic wit, the worker cannot go to 
his employer and say: please fix my real 
wage. He can only get his wage fixed in 
money terms. Similarly Keynes was able to 
show that it is the decision by caoitalists to 


make money investment that determines 
both the level ol aggregate output and 
employment. 

So we see that events in the realm ol the 
‘real’ economy such as the total physical 
output or the total number of people who 
get employed, far from being independent 
of the money economy in fact emerge and 
take shape within it. It cannot be otherwise 
(to borrow from a famous 19th century 
economist) in a mode of production in 
which human beings exist to satisfy the 
needs ot self-expansion of (money) values, 
instead ol malciial wealth existing to .satisfy 
the needs of development of h umaii society 
I he question that now arises is, il the 
financial economy is lacing a crisis, can the 
real csorioniy really be doing well as Haq 
would have us believe? 

There are three sets of features that are 
worthy of consideration in this regard. The 
first tiling we discover when we go behind 
the veil ol high UUP growth is that the share 
of commodity production in the total GDP 
is m tact declining. We find, for example, 
that the irercentage share of agricultural plus 
manutactured output in total GDP has 
declined significantly from 44.5 per cent in 
1976 to 40.6 per cent in 1987-88. On the 
other hand, the percentage share of whole¬ 
sale and retail trade and banking in total 
GDP has increased over the same period 
from 15 per cent to 16.2 per cent. The 
reason why this trend can impart a fragility 
to the economy is that the volume of trade 
IS subject to sharp fluctuations due to its 
speculative element. 

The second leature which indicates that 
the real economy may not be doing as well 
as It appears simply from the growth rates 
of GDP IS that the strategic variables that 
sustain GDP growth over time, such as fixed 
investment, the domestic savings rate and 
export growth arc performing poorly; The 
gross fixed investment ratio has declined 
from 17.6 pel cent m 1976-77 to 15.7 per 
cent in 1987-88. As the government itself 
admits in the latest issue of the Pakistan 
Economic Survey “this is not an enviable 
situation",^ especially when we compare 
the gross ivestment/GDP ratio of Pakistan 
witn that of other developing countries. 
Compared to Pakistan’s 16 per cent this 
ratio in Singapore is as high as 43 per cent, 
in Indonesia 30 per cent, and India 25 per 
cent. Similarly the gross domestic savings 
rate (domestic savings as a percentage of 
GDP) over the period 1981 to 1987 has 


remained as low as 5.4 per cent compared 
to 21 per cent in India in 1986, and 17 per 
cent in Sri Lanka.* Finally the growth rate 
of Pakistan’s exports has declined from an 
annual average of 24 per cent during the 
period 1971-77 to 11 per cent during the 
period 1978-1985. 

It appears then that when we go behind 
the veil ot growth we discover that the 
strategic (actors that determine the’long¬ 
term growth pro.spccts of the ‘real’ economy 
aie in tact showing a low or a declining 
trend. "Ihv ‘real’ economy far from being 
‘lobust’ IS in (act showing clear symptoms 
of structural weakness. 

The thud leature of the ‘real' economy 
that gives cause for concern is that its 
natural and human icsource ba.se is eroding 
rapidly For example, according to a recent 
workshop of the International Union for 
the Conservation of Nature (lUCN) on 
Pakistan's physical environment: “The 
groups concluded that rapid environmental 
degradation has taken place in Pakistan in 
the past fifteen to twenty years.’’* 
Specifically there is evidence of extensive 
deforestation especially in the watershed 
areas of rivers; rapid soil erosion due to 
inadequate water management and over- 
gracing; and finally rapid desertification. 
According to the F.:nvironmental Profile of 
the Ministiy ot Environment and Urban 
Affairs, there has been a reduction of 25 per 
cent ot the rainfed cultivated area dub to 
erosion in the last few decades. In addition 
40,0(X) hectares of irrigated land is being lost 
annually. WAPDA in 1981 estimated that 
a total ol 21 million hectares of land has 
been severely aflected by w'ater logging, and 
4.2 million acres by salinity. This has 
adversely affected a population of 3.5 
million people.'’ 

the human resource base is in a serious 
condition. According to an IFAD study, 63' 
per cent of the rural population is in a con-' 
dition of ‘unequivocal’ poverty. In the 
urban areas, 48 per cent of the population 
in 1979 was below the poverty line. Apart 
from this, other quality of life figures indi¬ 
cate continued acute deprivation of basic 
services to the majority of the people. For 
example. 62 per cent of the population does 
not get piped drinking water, and 84 per 
cent of the population does not have sewage 
facilities. The result is that 40 per cent of 
all deaths in Pakistan arc due to water-borne 
diseases. Similarly, the condition of housing 
is also grave. Over a million people do not ■ 
have a roof over their heads. In the housing 
units that do exist, 81 per cent of the housing 
units have an average 1.5 rooms inhabited 
by an average 7 persons. 

The education and employment crisis is 
also acute. Pakistan has one of the lowest 
literacy rales (26 per cent) and enrolment 
rates (42 per cent) in the world. For those 
who are enrolled what they imbibe can only 
be called education by a considerable stretch 
of the imagination. Finally, there are over 
2 million persons in open unemployment, 
and the labour force is growing at a pace 
that requires a million new jobs a year to 
keep unemployment levels constant. Yet the 
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labour absorption capacity of the economy 
is going down rapidly in both the manufac¬ 
turing and the agricultural sector. 

Although in Pakistan the condition of the 
people is actually one of acute deprivation 
and the land and forest resources are being 
depleted fast, yet the real economy is being 
described as ‘robust’. We are gripped by 
forms of apprehension that invert the real. 

I have argued earlier that in a capitalist 
economy, problems in the sphere of the real 
necessarily manifest themselves through 
phenomena in the financial spheie. Let us 
sec how this has happened in the case of 
Pakistan. 

There are two major elements of the cur¬ 
rent financial crisis in Pakistan’s economy: 

(a) The rapidly growing budget deficit which 
has gone up from Rs IS billion in 1980-81 
to Rs 57 billion in 1986-87. (b) The rapidly 
growing balance of payment deficit: The 
current account balance has gone up from 
US$ 605 million in 1977-78 to US$ 1,057 
million in 1987-88. Each of these pheno¬ 
mena in the ‘financial’ economy manifetit 
the problems in the underlying structure of 
the ‘real’ economy 

Considei the budget deficit- I have con¬ 
structed a summary of the budget in a 
format that illustrates the essential problem 
(see table) We find that the entire govern¬ 
ment revenue is spent on three non- 
development items: Debt servicing, defence 
and government salaries. Not only u//of the 
development expenditute ol Rs 60 billion is 
financed through borrowing but part of the 
government administration expenses as well 
(Rs 16 billion). The roots o) the budgetary 
crisis perhaps lie in the following four 
features of our society 

(i) Inadequate dome.stic savings, which im 
pel such a high level ol debt (foreign 
plus domestic) that debt servicing con¬ 
sumes 55 per cent of total government 
revenue. The remarkably low savings 
rate arises out of the fact that income 
IS becoming increasingly concentrated 
into the hands of an alllueiii elite that 
is gripped by commodity fetishism. 
Commodities for it are not only the 
receptacle of va/we, they also embody 
the attributes of power, grace and 
efficacy. The affluent elite is culturally 
so alienated from its community'and 
from Its inner self that luxury goods 
remain the onlv means through which 
it can express its identity (or the absence 
ol It) 

(ii) The structure of government adminis¬ 
tration is so centralised and yet so in- 

I MILL. I III UlIlK.I I C RlllsCll 

(H\ hillion) 


I Ciovcriimcrii Rcvemie 130 

II Government Expenditures 
Financed by Its Revenue 

(a) Debt servicing 71 

(b) Defence 51 

(c) Govermnent salaries 8 

III Government Expenditures 
Financed by Borrowing 

(a) Development 60 

(b) Additional non-dcvclopincni 

expenditure 14 

Total borrowings 74 


efficient that while even basic services 
like drinking water and security of life 
and limb are not assured to the citizeni 
the government machinery continues to 
spend a huge chunk of its revenue on 
itself. The reason why this cruel 
paradox is being perpetuated is because 
of the absence of democratic account¬ 
ability of government, on the one hand 
and on the other failure of political 
parties to build grassioots organisations 
through which the people can take the 
iiiitiatise in providing basic services for 
themselves 

(lii) Defence expenditure is 39 per cent of 
government revenue. But the defence 
establishment is not subordinate to civil 
society. Theieloic, defence expenditure 
which is essential tor the security of our 
borders is not subject to evaluation by 
the people for cost effectiveness. We do 
not know how much of it could be 
pared to save people from disease, 
illiteracy and malnutrition, without 
compromising our national security. 

(iv) The total government revenue of Rs 130 
billion is inadequate given the actual ex¬ 
penditure. It is woefully inadequate in 
the context of what is required to make 
a serious attempt at alleviating the 
severe shortage of clean drinking water, 
health, transport, hottstrig and educa¬ 
tion. Not only is government revenue 
rather low, it has a very narrovv tax 
base, and over 80 per cent of govern¬ 
ment revenue comes through indirect 
taxes. The failure to enlarge the tax 
base, place more direct taxes, and the 
continued- massive tax evasion, artses 
out of the basic relationship between 
the state and the people in I’akistan. 
I he government in the absnece of a 
popular mandate is unable to substan¬ 
tially increa.se tax revenue through 
direct taxes. Even some indirect taxes 
have to be withdrawn under public 
pressure as was shown after the budget 
announcement in 1987 and again in 
1988. On the other hand, the affluent 
classes arc not willing to pay taxes 
partly out of greed and partly because 
they feel that the government is essen¬ 
tially spending on itself rather than pro¬ 
viding the public with efficient services, 
l.et us consider now the balance of pay 
ment problem, the .second element of the 
'financiar crisis. The problem arises out of 
two sets of factors: 

(i) High import expenditures on luxury- 
consumer goods, or machines produc¬ 
ing such goods. 

(ii) Slow growth ol exports which are 
primarily agricultural, or agriculture- 
related and suffer from a declining 
terms of trade. 

Both these factors are rooted in funda¬ 
mental features of Pakistan’s economic 
structure and the nature of elite culture. For 
example, high import demand for luxury 
goods is due to a highly unequal distribu¬ 
tion of income which in turn is based on a 
highly unequal distribution of productive 
assets. High demand for luxury goods is due 
not just to the existence of an affluent elite, 


but also because most members of this elite 
are bereft of a social conscience. They 
regard ostentatious consumption rather than 
service for the people as an emblem of their 
authenticity. 

The fact that the growth rate of 
Pakistan’s export earnings is slow is becau.se 
of the failure to shift towards manufactured 
exports. One of the most important reasons 
behind this failure is the absence of high 
quality research with an institutional link 
between research institutions and industry. 
Modern manufacturing involves a constant 
research input into developing more effi¬ 
cient production methods, new techniques 
of quality control, information assessment 
and management. High quality research, of 
course, cannot flourish in an obscurantist 
culture and a value system which gives scant 
respect to those engaged in the pursuit of 
knowledge. 

In examining the financial crisis we have 
seen that it is apparent in the phenomena 
of the low government revenue, the com¬ 
position of government expenditure, high 
import expenditures and the failure to shift 
into manufactured exports. But these 
phenomena, I have argued, are rooted in the 
nature of state power, the way it is exercised, 
the fetishism in our culture, and in the 
relationship between the government and 
the people Thus it is serious problems in 
the teal economy, in the stale and culture 
of society that arc manitesting themselves 
111 the form ol a financial crisis. Of course, 
it IS only in these abstract and estranged 
lorms that our fundamental problems 
become obseivable to us. We have not yet 
developed the institutions and political 
cultuie through which these fundamental 
problems of state and society can be directly 
expressed. As a people we are yet to 
reconstruct from our folk tradition of love 
and rebellion, new forms of dance, poetry, 
theatre and film, through which we can 
apprehend sensuously the challenges that 
confront us. Until then we are condemned 
to respond only (o the financial crisis and 
(what is even more ironic) to believe that the 
‘teal’ economy is all right. We merely have 
a financial crisis so anaesthetised that the. 
figures come out without a cry of anguish, 
from a 1 otus programme on Mahbub-ul- 
Haq’s own Personal Compifter. 

Notes 

1 The consolidated federal budget deficit has 
increased from Rs 15 billion m 1980-81 to 
Rs 57 billion in 1987-88. The balance of 
payments deficit on current account has in¬ 
creased from USS 358 million in 1982-83 to 
US$ 1.057 million in 1987-88. Figures from 
Pakistan Economic Survey, 1987-88. 

2 Preface to Pakistan Economic Survey, 
mr-SS by Mahbub-ul-Haq. 

3 Pakistan Gnomic Survey, 1987-S8, Govern¬ 
ment of Pakistan, Ministry of Fimmce, 
Islamabad, p 5. 

4 tVorld Development Report, J988,The'f/otid 
Bank, OUP 1988, Table 5, p 230. 

5 Ayub Qutub (ed), Tbwards A National Con¬ 
servation Strategy for Pakistan, 
lUCN/ClDA/GOP, December 1987. 

6 Environmental Profile q/" Pakistan, Govern¬ 
ment of Pakistan, Environment and Urban. 
Affairs Division, January 1987. 
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Innovations and Small Producers in 
Developing Countries 

A S Bhalla 

This paper presents the preliminary results of ILO surveys in five countries designed to explore the innovative 
potential and technology requirements of small production units often operating outside the organised or formal’ 
economy. The evidence presented here shows that small enterprises have a potential to generate innovations which 
can be exploited in an appropriate policy environment. 


SCHOLARS and policy-makers alike have 
had a long-standing interest in the promo¬ 
tion of small enterprises. Of late, rural in¬ 
dustrialisation (promotion of rural small 
enterprises) in developing countries has 
added a new dimension to the literature on 
this subject. The following issues have been 
at the forefront of the small enterprise 
ddbate: 

; (i) the efficiency and employment¬ 

generating capacity of small versus large 
enterprises; 

(ii) the labour versus capital intensity of 
these enterprises (the technology choice issue 
which is also relevant to (i) above; 

(iii) the role of small and medium enter¬ 
prises (SMEs) in advanced countries as 
agents of technology transfer to developing 
countries; and 

(iv) the issue of entrepreneurship. 

Notwithstanding a large body of litera¬ 
ture, our knowledge about the technological 
capacity of small firms—rural and urban— 
in developing countries remains limited. Yet 
this capacity is necessary if these enterprises 
are to reduce the cost of production, raise 
the quality of their products and compete 
with their large-scale counterparts. Existing 
studies of capacity building and technical 
change have concentrated mainly on large- 
and medium-scale businesses. The contribu- 

' tion of the very small or micro-entetprises 
to accumulation and capacity building has 
. 1 so far been largely neglected.' This is 
I perhaps due to the implicit assumption of 
their incapability to make such a contribu¬ 
tion, or perhaps due to the belief that these 
enterprises do not really require an internal 
capacity to innovate; instead, all they need 
is access to improved technology which may 
have been developed elsewhere. This latter 
, alternative may still imply the need for small 
enterprises to adapt the imported technology 
to suit their requirements. 

' Of couAe, technology adaptation and 
’ local capacity to innovate are interrelated. 
y Adaptation of imported technology enables 
' learning-by-doing and knowledge accumula¬ 
tion which are essential ingredients of 
capacity to innovate. Similarly, indigenous 
capacity to ihnovate is likely to enable small 
’ enterprises to be better prepared to search 
for improved technologies best suited to their 
needs. 

The capacity to innovate as well as the 
technological requirements of small, 
medium and large enterprises are likely to 
s; vary a great deal. The small production units 
[■ in developing countries tend to use tradi- 
■i 
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lional technologies (needing improvement or 
replacement) much more than the large and 
medium businesses. Secondly, in the very 
small production units, the activities of pro¬ 
duction and its organisation are undertaken 
by the same individuals (who arc entre¬ 
preneurs, managers and workers all at once) 
whereas in the larger enterprises or 
busines.ses, a degree of specialisation 
separates the entrepreneurial, managerial 
and worker functions These distinctions 
need to be borne in mind in examining the 
innovative capacity of different enterprises. 

This paper presents preliminary results of 
ILO surveys in Bangalore (India), Dhaka 
(Bangladesh), Kigali and Riitare (Rwanda), 
Bamako and Segou (Mali) and Ecuador 
These sample surveys were designed to 
explore the innovation potential and 
technology requirements of small produc¬ 
tion units (employing fewer than 10 workers) 
often operating outside the organised or 
‘formal’ economy. The socio-economic and 
technological problems of these units arc far 
more akin to those of rural small enterprises 
(which the SPARKS programme of China 
IS intended to benefit) than of the small-scale 
modern enterpri.ses; 

Section I examines technological indi¬ 
cators at the firm level before reviewing the 
findings of the ILO surveys. The sources of 
technical knowledge and equipment, the role 
of formal and informal R and D facilities, 
and training, education and professional 
experience of enterprise owners, arc used to 
determine the technological sophistication 
of enterprises. Section II reviews the findings 
of no. World Bank and other surveys. 
Section III analyses the importance of 
education, training and practical experience 
in the mastering of technology. It shows that 
apprenticeship experience in large modern 
enterprises is an important vehicle whereby 
small producers acquire training for technq- 
logy adaptation and innovation. Section IV 
outlines the importance of appropriate 
policy environment within which innova¬ 
tions take place. It concludes that a better 
empirical knowledge base is essential before 
specific policies geared to technology pro¬ 
motion of small enterprises can be Resigned. 

1 

Technological Capacity of Small 
Producers 

A quick glance through ihe^ voluminous 
literature on small-scale enter^scs clearly 
shows the paucity of robust information on 


technology change or its absence in these 
enterprises. This lacuna has been noted by 
one author as follows: 

the impact which the technologies 
actually chosen and introduced have had on 
the development of .small-scale producers has 
been studied surprisingly little. Or perhaps 
this IS not surprising if one considers that it 
involves a type of research which is parti¬ 
cularly difficult, as the task is one of 
documenting an historical process Unless 
detailed time series data on the number of 
producers and volume of production 
exist,.these processes are very difficult to 
reconstruct.* 

The above quotation refers to the 
dynamics of technical change. Yet even in 
a static sense we know very little about the 
technological dimension of the small enter¬ 
prises, the scope of technology improve¬ 
ments in these enterprises and the relation¬ 
ship between technology, productivity and 
their economic profitability. Apart from the 
reasons given fur this neglect, another one 
is a failure to document information on 
some measurable technological indicators 
for the performance of these enterprises. It 
IS important to look into the feasibility of 
identifying some quantitative measure of a 
firm's technology capacity over time. In 
other words, the environment—policy, finan¬ 
cial, economic and political—in which these 
enterprises operate, and indicators of their 
performance and organisational practices, 
are likely to offer some clues about their In¬ 
ternal capacity for technology development. 

We review evidence on the following three 
main indicators: sources of equipment, 
training and formal education of enterprise 
owners, and formal and informal innova¬ 
tions and R and D facilities on the shop- 
floor. Sources of supply of equipment (lodal 
or foreign) gives some idea about the scope 
or limitations of small enterprises to under¬ 
take necessary technology improvements. If 
the source of machinery supply is foreign, 
it is likely that at least the very small-scale 
producers will not enjoy access to it, and 
those who do may not be able to utilise it 
fully for lack of adequate skills, spare parts, 
and local servicing facilities. The adoption 
of imported technology may also mean high 
initial investment which may be beyond the 
means of'small producers. Therefore the 
targe enterprises are likely to have better 
links with sources of foreign technology than 
the small and medium ones whose capacity 
to bear costs of search is also much more 
limited. 
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Product and process innovations within 
enterprises, and in-house facilities for 
research, design and adaptation can also 
provide some notion of the technological 
level of an enterprise However, emphasis on 
formal in-house R and D is likely to be much 
less marked in the case of small enterprises. 
Even in advanced countries like Canada, 
given the small-scale of activities, less than 
one per cent of the small companies are 
estimated to do in-house R and D.' 
Economies of scale are considerable ib 
R and D, which puts large enterprises at a 
considerable advantage. In the absence of in- 
house R and D facilities, the small enter¬ 
prises are handicapped in their search for 
technologies. 

Among small enterprises, there is some 
reluctance to invest in research and design 
adaptation, since these changes can be easily 
copied by other small competitors (this pro¬ 
blem does not arise in the case of large enter¬ 
prises with patents and secrecy of informa¬ 
tion). Howevei, in a .socialist economy like 
that of China, this problem did not seem to 
arise in the past. Since the state financed the 
bulk (or almost all) of R and D, small enter¬ 
prises could freely copy any innovations 
done by their neighbours. The economic 
rcform.s of 1979, introduced some market- 
oriented elements, which have led to a grow¬ 
ing fear of shaiing privately acquired equip¬ 
ment with other cnterptises on a rollec- 
tivc/co-operalivc basis.•* 

Training, experience and education of the 
proprietors should also give some further in¬ 
dication of the technological capability of 
small firms. It is generally believed that small 
producers in developing countries have poor 
training and educational background which 
accounts, inter aha, for their poor economic 
and technological performance. 

Having briefly discussed the indicators 
and hypotheses we review below some scanty 
empirical evidence in support of or against 
them. 

11 

Some Empirirai Evidence 

l.angdon’ interviewed ten textile firms 
and eight wood products firms in Kenya. 
These interviews covered a number of small, 
medium and large firms. Based on this 
survey, Langdon concluded that; 

(i) a number of Kenyan enterprises had 
acquired indigenous capacity mainly 
through learning-by-doing within the coun¬ 
try and through managerial and technical 
experience acquired abroad; 

(ii) initial technological dependence 
tended to perpdluate dependence on import 
of technology from abroad; 

(iii) formal R and D did not play a 
significant role in promoting indigenous 
technological capacity; and 

(iv) technological autonomy from foreign 
technology tended to encourage enterprises 
to innovate. Langdon noted: "... of ten 
enterprises with no present technology links 
abroad, nine were undertaking new product 


changes, while of eight product changes, 
only five were initiating such changes.” 

Of the firms surveyed, seven local firms 
had "relied on their own technological 
inputs, had no formal technology links 
abroad, and were undertaking product and 
process changes based on their own techno¬ 
logical knowledge”. These were family- 
owned enterprises, the majority of them 
being owned by Kenyan Asians, which 
started modestly with simple inexpensive 
second-hand machinery, and only gradually 
shifted to more • iphisticated technology. 
Another noticeable feature of these in¬ 
novative enterprises was the unpackaged 
acquisition of technology from different 
sources of supply. Direct contacts with 
manufacturers abroad, rather than any 
formal foreign educational experience, were 
an important means of knowledge 
acquisition. 

Although it was not possible to make a 
clear distinction between the market effects 
and the technology ejjects of the acquired 
technological capability, Langdon did 
attempt to study the contribution that indi¬ 
genous technological capacity made (or did 
not make) to the cconomic/growth perfor¬ 
mance of the enterprise. He distinguished 
between enterprises which relied on their 
own technological knowledge (‘the ITC- 
firms') and others that relied on foreign 
technology sources (‘the non-lTC firms’) and 
came to the conclusion that "the average 
annua) sales increases and annual after-tax 
profitability of ITC-firms were higher than 
those of the non-ITC? firms by a particularly 
high margin in textiles (17 and 7 per cent 
respectively), and by a small margin in wood 
manufacturing (1 and 1.4 per cent)”. The 
ITC-firms also had a better record in 
employment generation. 

In the context of a study of small-scale 
industry in Brazil, Schmitz* explored 
whether physical distance of small producers 
away trom foreign suppliers of technology 
tn anyway discouraged their capacity to 
innovate. In the case of Brazilian weaving 
industry, he found the opposite situation; 
that is, the small producers were able to 
establish themselves and expand by success¬ 
fully using locally available second-hand 
equipment. This equipment was bought 
from other enterprises which either switched 
to newer equipment, or went out of business. 
The small )H<iMluccrs found the proximtty of 
loom manufacturers, spare pans and repatr 
and servicing facilities, favouring their 
economic performance and growth prospects. 

A study of small-scale enterprises in Sierra 
Leone sponsored by USAID/MSU/ILO, 
examined their patterns of innovation and 
found that between 1975 and 1980, at least 
48 per cent of the entrepreneurs surveyed 
had introduced some kind of technical 
change—new product or improvement of 
existing products’ quality, new kind of 
machinery, etc. Product changes were much 
more prevalent than changes in equipment.’ 
An interesting feature of this survey was that 


it interviewed the same enterprises between 
two dates to review dynamics of technical 
change. About .19 per cent of the sample 
entrepreneurs whose enterprises were more 
than five years old, reported product diversi¬ 
fication and manufacture of new products. 
Some enterprises had redesigned their 
workshop and others had bought new 
machines (see Table 1) 

Findings Of Recent ILO/WEP Surveys 

The above information may be supple¬ 
mented by some findings from recent ILO 
sample surves’s in Rwanda, Mali, Ecuador 
and Bangalore (India). These surveys were 
designed to determine how micro-enterprises 
acquire and adapt technology; through 
(a) simple transfer of technology from 
abroad; (b) adaptation and modirication of 
imported technology; and (c) local techno¬ 
logical and product innovations. Are the 
micro-enterprises dependent on large-scale 
enterprises as source*- of technology supply? 
Do they have internal innovative capacity for 
product and de.sign adaptations? These are 
some of the questions which the surveys at¬ 
tempted to answer. The surveys covered both 
artisan proprietors and salaried workers 
although the share of enterprises hiring 
workers was generally quite small. 

(1) Metal Windows and Doors (Rwanda)* 

The sample covered 48 small enterprises 
engaged in manufacturing metallic windows 
and doors in the towns of Kigali and Butate. 
The technology utilised by these enterprises 
was largely imported from France, the 
Federal Republic of Germany, Italy, Japan 
and the United Kingdom (see Ihble 2). Also 
these machines were bought new; there were 
very few used machines in operation. Like 
the Kenyan case noted above, straight 
transfer of technology from abroad seemed 
to discourage local innovations and adap¬ 
tation in the sample units of Rwanda. Only 
one artisan reported having made any 
modifications in the imported equipment. 

Table I: Innovalions Introducld by 

SMALI -.SCALl FNTLRPRlSrS Ot AT LEAST 
Five Years’ Sianding 
(Sierra Ijeone, 1975-80) 


TVpe of Innovation 

Percentage of 
Respondents 

Restyled goods and services 

47.6 

Started making entirely new 


products 

38.5 

Transformed Ihe workshop 

34.5 

Bought new machines 

22.5 


Note. The sum of ihe percentage exceeds 100 i 
because each of the respondents had ,| 
the opportunity to give more than one 
positive response. 

Source: Enyinna Chuta and Carl Liedholm, 
Employment and Growth tn Small' • 
Scale Industry—Empirical Evidence 
and Policy Assessment from Siam ; 
Leone, London, Macmillan, IMS, ' 
p83. ; 
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Notwithiitandint this, a quarter of the 
artisans interviewed reported production of 
some machinery on their own: and half 
reported fabrication of some kinds of simple 
tools (see llible 3). 

(jick of access to finance seems to be 
a factor limiting innovations. Length of 
previous experience, especially in the modern 
sector, IS a key determinant ol capacity to 
adapt technology Units with higher value 
•f machinery and equipment tend to in¬ 
novate more. Units with greater capacity to 
innovate have strongest forward linkage with 
the modern sector. 

The Rwanda survey concluded that “there 
appears to be a considerable potential for 
technological innovations by the small 
metalworking enterprises”. This potential is 
often not exploited for lack of adequate 
financial and human resources. 

(2) Meta! Windows and Doors (Mali/' 

In this survey, 64 arlisans/micro- 
enterpiises, employing generally fcwei than 
1(1 workers, were covered Lhc findings dif- 
lei from those ol Rwanda discussed above. 
First, unlike Rwanda micro-enterprises, Ihe 
Malian ones wcie cquall> divided among 
ihose that made no machines and lools, 
those that made some equipmem, and those 
lhai had made looK (see fable 4) 

Secondly. Ill the case ol Mali, a large 
numbci ol linns had attempicd to make 
machines but did not succeed in doing so. 
The greater numbci ol alleiripts at local 
fabrication of equipmem in Mali may be ex¬ 
plained by the longer average cxjierience of 
enterprises m the metalworking occupation. 
Many attempts had to be abandoned for 
lack of adequate finance, and/or lack of raw 
materials and equipment. As in most other 
African counities, the liiiancing of capital 
was assured by personal savings of Malian 
proprietors, and lo a Ics.sci extent, ihrough 
a.ssislance Irom parents and friends (I hese 
personal savings were not adequate foi ex¬ 
pansion o( the enterprise.) Ihere is anolher 
aspect hcie, that is, the tclaiivelv young age 
ol many artisans intcivicwed While the 
younger ones have gieaiei capacitv to lake 
risks, thes' have less of finance and equip¬ 
ment required to make machines The fin¬ 
dings ol Ihe UP survey show that the ar¬ 
tisans over 40 veais of ago. demonstrate Ihe 
greatest mastery in the use of icchnologv. 
(They accounted foi more than 50 per cent 
of the sample.) These aitisaiis had better 
access to apprenticeship in the modern 
sectoi than their younger counterparts w ho 
had apprenticeship training only with other 
micro-enterprises (see section II) 

I he survey concluded that the length of 
protcssional experience in metalworking was 
far more imporlant for promoting 
technological capacity than the type oi level 
of training leceived fnirepreneurs with 
previous experience in the large-scale 
modem enterprises (through aporenticesliip. 
foi exampiel seem to have gicatcr capacitv 


fer technological innovations. 

The lack of adequate knowledge about the 
embodied technology and its high cost (in 
relation to local wages) tend to discourage 
any modifications. Lack of technology im¬ 
provements also stems from the limited 
market prospects for the products of the 
micro-enterprises. 

(3) Metalworking F.nterprises (Ecuador) 

This survey covered 50 micro-enterprises 
making metal doors and windows. The in¬ 
vestment per worker in these enterprises 
ranged from US $2,500 to US $6,000. Of the 
337 machines included in the sample, over 
75 per cent were imported from abroad, 
representing over 69 different makes, of 
which only two were of local origin. The 
machine rental market is almost non¬ 
existent. Only 0.9 per cent of the machines 
were rented. Most of the machinery is 
bought new, with .second-hand equipment 
forming only about 18 per cent of the total, 
less than 5 per cent of the machines were 
fabricated by Ihe local artisans. In general, 
shop-floor innovations consisted mainly of 
copying ol imported equipment, or fabrica¬ 
tion ol some parts4omponenls which are 
needed foi piolonging the life of equipment 
(capital-stretching). 

Since the imported teeiiology is fairly 
sophisticated, its adaptation by the small 
produccis becomes a very difficult task. 
1 here is a tendency not lo tinker with the 
expensive imported equipment for fear of 
spoiling It. 

Regarding the capability of micro-enter- 
prises to design and build equipment, the 
limited supply ol skills enabled the pro¬ 
ducers mainly to replace original com¬ 
ponents and parts which were ordered 
through local suppliers. Copying and imita¬ 
tion of imported machinery was also notic¬ 
ed in cases where components were locally 
available. 

Seveial constraints limited Ihe scope of 
technology adaptations by small producers: 


lack of a sizeable caiuial goods sector which 
restricts the supply of machinery, lack of 
working capit^ for testing prototypes, 
uncertainty of product demand, and increas¬ 
ing competition in the product market. 

Notwithstanding the above difficulties, 
the enterprise proprietors have a minimum 
of technical know-how to ’install by 
themselves the equipment that they acquired. 
Over 70 per cent of these proprietors were 
capable of repairing their tools and equip¬ 
ment. The remaining 30 per cent had to 
reson to mechanics and ele^icians for help. 

In general, in Ecuador, three factors 
explain the nature and type of technical 
change in the micro-enterprises during the 
past decade or so. First, there was a demon¬ 
stration effect in favour of imported techno¬ 
logy. Small producers acquired their tech¬ 
nical know-how and experience by working 
as salaried employees in large-scale modern 
enterprises. Secondly, access of small pro¬ 
ducers to training in state vocational train¬ 
ing centre (CECAP) which gives training on 
the most modern technology also introduces 
a certain bias. Thirdly, the availability in the 
domestic market of very diversified machi- 


I Mill 3, ISMItAIION t'-M'/M in Ol 
Smai I .Akiis.wx 

(Rwanda) 


Qucsiioii 

Num- 

bei 

Yes 

Pei 

('em 

Per 

Cent 

Have you made one or 
nioic machines 
yourself? 

12 

25 

75 

Have you made one or 
mole lools? 

24 

50 

50 

Have you auempted to 
make some machines 
without success? 

4 

8 

92 

Have you attempted to 
make some tools 
vviihoul success? 

2 

4 

96 


S'diine ILO suivc> 


TaBI I 2: iNIORMATION ON MaCHINLS USED BV SMALI -SCALE ENTERPRISES 

(Rwanda) 


(Percentages) 


'IVpc ol 
Machine 

Owners 

Having 

Ownership of 
Machines 

Origin of 
Machines 

Condition of Machine at 
Time of Purchase* 


Declaredthat 
They Use 
One or 
Several of 
the Machines 

Owned 

by 

Firm 

Rented 

Foreign 

Local 

New 

Second¬ 

hand 

Manufa¬ 
ctured by 
Artisans 

Welding unit 

100 

93 

7 

98 

2 

76 

22 

2 

Drilling 

machine 

100 

90 

10 

100 


80 

20 

_ 

Sander 

90 

81 

19 

100 

— 

92 

8 

— 

Chain-saw 

10 

100 

— 

57 

43 

57 

— 

43 

Folding 

machine 

10 

100 


50 

50 

50 


50 

Other 

8 

86 

14 

71 

29 

28 

43 

29 


Mole-. ' Percentage have been computed on (he basis of the total number of machines owned 
by the artisans. 

Source-. ILO survey. 
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nery of foreign origin also tends to dis¬ 
courage any attempts at local innovations. 

(41 Metalworking Enterprises (Bangalore, 
India) 

A survey was underuken of a sample of 
80 small-scale production units in the city 
of Bangalore in Karnauka state of India. 
The sample survey which covered metal- 
woking, plastics and welding explored the 
acquisition of machinery and equipment. 
Most of the equipment was acquired new, 
with few traces of any use of second-hand 
machinery. Some enterprises assembled 
equipment themselves rather than buying it 
in the open market, since this alternative was 
cheaper and more in keeping with their 
requirements. 6ome models were built on the 
basis of pre-existing ones; others were new. 
In a few cases only certain components of 
the machinery were made within the enter¬ 
prise, the rest being bought in the market. 

Tb overcome constraints on the acquisi¬ 
tion of machinery, small-scale units in 
Bangalore are increasingly resorting to 'job 
contract’ with other small units specialised 
in certain services or to renting of machinery 
on a short-term basis. Changes other than 
those in equipment (e g, in processing or 

TaBIF4; TlCHNOIXX.K'AI ('APAUIV AMONtr 
Mk ro-Enterprim s 


(Mali) 



Tech- Indicator 

nolo- 

gical 

Level 

No 

Pei 

Cent 

1 Artisans who did not 

make any machines or 



tools 

11 Artisans who made 

some tools but no 

21 

ii 

machines 

111 Artisans wfio made 
both machines and 

22 

34 

tools 

21 

33 

Total 

64 

100 


Source'. IIX) survey. 


operations) were rdativdy minor. These were 
introduced mainly to speed-up production 
and improve product quality. In many cases, 
small units were operating as sub-contractors 
for large firms which prescribed the techno¬ 
logy to be used for ensuring minimum 
quality standards. Thus, the same firms had 
no freedom to introduce technological 
modifications on their own. In general, the 
capacity of the small-scale sector to upgrade 
technology is limited by the lack of R and D 
facilities like heat treatment, meterial testing 
and quality control. 

The bulk of firms stated that they had 
prior knowledge of and experience with the 
machinery they used. Nine firms obtained 
information from neighbouring production 
units, and four firms obtained it from 
friends. The government institutions were 
the least important source of technological 
information. 

Unlike the earlier three cases of Rwanda, 
Mali and Ecuador, most micro-enterprises 
in Bangalore either made their own machi¬ 
nery or bought domestically-manufactured 
equipment in the market. This contrast 
seems to be explained by a well-established 
capital goods sector fn the country. 

(5) Metals and Metal Products (Dhaka, 
Bangladeshi'^— 

A survey was undertaken in Dhaka (from 
October 1987 to January 1988) of 90 small- 
scale enterprises (employing 10 or fewer 
workers) engaged in metals and metal pro¬ 
ducts like machine tools and industrial spare 
parts. Of these 55 were purely manufactur¬ 
ing firms, 27 were manufacturing-cum- 
repair establishments, and the remaining 
eight firms were service-oriented (engaged 
in moulding and nickel-plating). Some 
retailer and user industries were also inter¬ 
viewed in order to gain insighu into the 
factors determining the buyers’ preferences 
for ‘informal sector’ products. 

The survey showed that many metal¬ 
working enterprises were hiring electro¬ 
plating services and using better precision¬ 
cutting tools to attain improved product 


quality in the face of import competition. 
Cost increases associated with quality im¬ 
provements wer invariably more than offset 
by the expected sales increases. These fin¬ 
dings suggest that import competition does 
not discourage technological capabilities at 
least ii> the early stages of development of 
an industry. Instead, competition provides 
a stimulus to learning, product differentia¬ 
tion and quality improvements. However, at 
higher stages of development, free import 
competition can retard this process since 
firms are more concerned with increased 
sales and market expansion. 

The study also concluded that “the need 
to maintain price competitiveness and utiliv 
scrap was found to have induced important 
innovations in terms of simpler machinery 
to process and crush machinery, etc!’ 

To examaine technology change in the 
sample firms, the K/L ratio at the time of 
the survey was compared to that prevailing 
at the initial year of the enterprises. The 
firms producing consumer goods and capital 
goods expanded by using more labour 
relative to capital. In the case of traditional 
blacksmiths, this labour-intensive growth 
implied technological stagnation and in¬ 
ability to modernise. In other cases, such 
growth implied investment in skills and 
savings in lumpy capiul investment. 

Considerable ingenuity for technical 
adaptations and innovation exists among 
micro-enterprises in Dhaka. Certain types of 
technology adaptation require prior skill and 
machining capabilities where others (e g, 
product innovations) do not presuppose the 
existence of such capabilities. 

As noted above, one of the most signi¬ 
ficant factors explaining different technology 
adaptations was the prevalence of import 
competition. Age, education and lirevious 
experience of entrepreneurs did not explain 
adaptations. Only in the case of making own 
tools did the entrepreneurial experience have 
a positive and significant effect. 

The World Bank Survey of small and 
medium metalworking enterprises (employ¬ 
ing between 10 and 99 workers) in Colom¬ 
bia by Berry et al" corroborates the above 
findings of the ILO surveys. Even though the 
bank survey included much linger enter¬ 
prises, It showed that even very small 
Colombian firms employing fewer than 10 
workers were found to have capacity for 
technical change. Many of these firms had 
displayed design capability—many products 
manufactured by them in the me^workmg 
sector were designed by the firms themselves 
or modified from other firms’ designs. Many 
firms also designed and manufactured their 
own equipment like simple metal-cutting and 
bending machines. The very small firms 
designed and built their own equipment 
because of lack of funds to purchase it. 
Berry et al note that “even though a firm 
made no modifications, it may not have 
lacked design capability but may simply have 
been manufacturing products that wck 
adequate in quality and needed little or no 


Table 5: Distribution or Entlrprisl Ownirs uy Tipl ot Kmu ation and TLciiNoior.K ai 

Lfvli of Enierprisl 

(Rwanda) 

{Percentage) 


Type of Education 

Ibchnological 

Level of 

Enterorise 

Illiterate and 
Partial Primary 
Schooling 

Full Primaly 
Schooling 
(General or 
Vocational) 

Secondary 

Schooling 

Total 

1 

17 

44 

39 

100 

il 

6 

50 

44 

100 

111 

17 

25 

58 

100 

Total by level of 
schooling 

12 

42 

46 

100 


Notes'. I — Lowest technological level: enterprises which produced no equipment or tool. 
11 — Intermediate technological level: emerprises which produced iwo lo three simple 
types of equipment or tools. 

HI — ^/g/iesr technological level indicated by expericace of having prtidueed several types 
of machines. 

Sourer. HjO survey. 
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modification”. Through technological 
innovations and improvements, some very 
small firms also moved into the category of 
medium Firms. 

The empirical evidence reviewed above 
covers both least developed and somewhat 
sophisticated developing countries like India 
and Colombia. At the very low level of 
development that prevails in countries like 
Rwanda and Mali, the innovativeness among 
very small enterprises exists mainly in the 
design and manufacture of very simple tools 
and equipment At a higher stage of develop¬ 
ment .somewhat more complex nature and 
variety of equipment and products are also 
produced. Nevertheless, in the case of 
Colombia, it has been noted that metal¬ 
working firms were still at an early stage of 
design capability and that the small firms 
were far less advanced than their counter¬ 
parts in semi-industrial countries like 
Argentina. 

Ill 

Role of Education, Training and 
ExjMTicncc 

At the enterprise level, technological 
capacity and niaiiagemcnt of technical 
change, depends, mter aha, on training and 
skills of managers, experience oi entre¬ 
preneurs and their risk-taking capacity. Skills 
are acquired m several different ways: 
through learmng by-doing, through formal 
vocational preparation, and through formal 
schooling, etc 'Fhe eiitiepieneurs engaged in 
small-scale production, tend generally to 
acquire skills on the job and through appren¬ 
ticeship in the large-scale modern sector, or 
in the artisan workshop.''’ 

One needs to distinguish between micro- 
enterprises and small/medium businesses 
when examming the role of training and skill 
formation. In the case of the former, where 
managers and skilled workers are likely to 
be the same, iniproxements in human 
resources niaj “be less concerned with skill 
development than with pioduction innova¬ 
tions”. l)n the other hand, in the small 
businesses, endogenous technological 
capacity would depend a great deal “on the 
technological literacy of the management 
and higher technical cadres’'." 

Apprenticeship is particularly important 
as a means of skill acquisition in West 
African small enterprises. In the case of 
Ghana, an earlier tl.O survey showed that 
“the number of apprentices in the informal 
sector was more than twice that of people 
who were ‘employed’ there” ''' About 40 per 
cent ol these ended up as rnaster/enire- 
preneurs setting up production units deal¬ 
ing with metal-working The study of small- 
scale industry in Sieira leone also concluded 
that “the apprenticeship system serves as She 
primary’ vehicle foi providing technical 
training.. 

At this point, it may be u.seful to go back 
to the experience of micro-enterprises in 
Rwanda, .Mali and Ecuador surveys describ¬ 
ed in section I. These surveys attempted to 


examine the relationship between profes¬ 
sional experience of the proprietors and the 
capacity of their enterprises to innovate, 
adapt and maintain the hardware A positive 
correlation was noted between the length of 
practical experience of the enterprise owners 
and the technological level of the enterprise 
Sixty-six per cent of the enterprise owners 
in Rwanda with the highest technological 
level had more than Five years of professional 
experience before setting up .the enterprises. 

As entrepreneurial activity is an important 
element influencing Firm-level technological 
capacity, questions were asked in the survey 
about the nature of schooling and training 
of proprietors. Ihble 5 below shows Chat the 
level of schooling is fairly high for the 
‘intermediate’ and ‘advanced’ technological 
levels II and III. It is surprising that almost 
all the S8 per cent of the enterprise owners 
at level 111 had general rather than technical 
secondary education. One explanation of 
this rather unusual finding may be the very 
young age-structure of the Rwandan 
artisans; another may be the absence of any 
technical training centres/schools. 

We notice that the percentage of entre¬ 
preneurs with specific vocational training is 
rather low. In contrast apprenticeship in the 
large-scale enterprises seems to play an im¬ 
portant role in the acquisition of knowledge 
and technology in the case of Rwanda. The 
experience of Malian micro-enterprises is 
however somewhat different. The large 
majority of artisans had apprenticeship 
training with another artisan rather than in 
the large-scale enterprises (Ikble 6). The type 
of training received depends on artisans’ age: 
The older artisans (over 40 years) acquired 
skills through apprenticeship in the modem 
large-scale sector. However, for age group 
41-SO years, only 41 per cent acquired skills 
through such apprenticeship. This propor¬ 
tion was 20 per cent in the case of artisans 
between 31 and 40 years of age. No artisan 
below 30 years had undergone apprentice¬ 
ship in the modern sector. These younger 
anisans had acquired skills within the micro- 
enterprises and/or through vocational train¬ 
ing centres. The very small proportion of 
artisans going to the training centres is 
explained by the low level of basic skills and 


education and the lack of financial means 
to pay for this training. 

Apprenticeship in the large enterprises 
offers several advantages over other types of 
vocational training particularly apprentice¬ 
ship within micro-enterprises. First, the 
former enables artisans to gain familiarity 
with modern techniques used in the large- 
scale sector. Secondly, artisans apprenticed 
in targe enterprises have higher and more 
regular salaries and wages. ’Thirdly, the large 
sector apprenticeship is of shorter duration 
(4 to 5 years) than that within micro- 
enterprises which takes about S to 6 years. 
Finally, it is easier for the ex-apprentices 
from the modern sector to find salaried 
employment or to set up their own small 
businesses. 

The professional experience of artisans is 
also important for successful adaptation of 
technologies. In the case of Bamako and 
Segou artisans, average length of experience 
in a given occupation was 14 years. ’IVo- 
thirds of artisans had accumulated over 10 
years of experience. ' 

In the case of Mali, apprenticeship in the 
modern sector and professional experience 
of artisans are the two most important 
factors explaining a capacity to master 
technology. 

The experience of Ecuador micro- 
enterprises is again somewhat different from 
that of Mali. Here, the State vocational 
training centres (in other word;,, more formal 
training) play a much more significant role. 
About 14 per cent of the artisans had been 
trained in these centres, whereas 18 per cent 
of the artisans had undergone apprentice¬ 
ship in lar^-scale modern enterprises. Fifty- 
six per cent had apprenticeship training in 
the workshops of other artisans. The re¬ 
maining l2 per cent received training from 
e^quipment suppliers. 

All proprietors of small Ecuador enter¬ 
prises had some practical experience before 
setting up their businesses. Nearly 40 per 
cent of these proprietors had 15 years of 
work expierience before becoming self- 
employed. Previous experience in the-same 
or related occupation was quite common. 
The early age of entry into labour force and 
employment is common for both proprietors 


1 \HI I 6. DiSIKIBI IION 1)1 PrDPRILIOHS BV TVPL Ol TRAININC,/APPRF.NllCFSHlr AND 
TfC HNOlOt.K Al LfVFI OfEnILRPRISI- 

iPercenlage) 


Type oi Training Self-learning or 

Apprenliceship 

Training in a 

Total 

Ibchnological 
l-cvcl of 

Apprenticeship 

in the Large 

Vocational 


with an Artisan 

Enterprises 

Centre 


Enterprise 



1 Rwanda 



1 

40 

33 

27 

100 

II 

12 

59 

29 

100 

III 

42 

42 

16 

100 - 

Total 

30 

45 

25 

100 



II !)Iali 



1 

62 

29 

9 

100 

II 

52 

43 

5 

100 

111 

61 

33 

6 

100 

Soiin'c. ILO survey. 
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and workers. This fact partly explains why 
50 per cent of them had only primary level 
of schooling, and 37 per cent, the first three 
years of secondary education. Access to 
formal or informal training was also very 
rare especially among hired workers.'* 

In the World Bank Survey of SMEs in 
Colombia cited above, a substantial propor¬ 
tion of proprietors (22 per cent) in the 
metalworking sector noted that they had 
acquired their skills by working in large 
firms. 

In countries at very low level of develop¬ 
ment (e g, Rwanda and Mali) informal and 
vocational training and work experience 
seem to be far more important than any 
formal education. At higher stages of 
development (e g, in Colombia and India) 
a combination of some formal education, 
specific vocational training and work ex¬ 
perience seems to be far more relevant for 
innovative capacity among small and 
medium enterprises. 

IV 

flonoluKions 

We have attempted to present information 
and facts on the role and significance of 
srhall-scalc enterprises in either (a) gene¬ 
rating innovations; or (b) importing them 
from abroad or from large-scale sector, and 
adapting them to their requirements. As is 
clear, the information pre.senied is far too 
sketchy and partial to come to any definitive 
conclusions. More sample surveys of the 
type undertaken by the IIX), World Bank 
and Langdon are needed to build up a solid 
knowledge base. Nevertheless, some tentative 
conclusions can be drawn. First, far too 
much emphasis has been placed on the 
general employment and growth prospects 
of small producers without paying sufficient 
attention to either their technological 
requirements or to their capacity to con¬ 
tribute to technical change in appropriate 
direction. Second, while small enterprises 
suffer from some inherent disadvantages 
vis-a-vis their large counterparts, they enjoy 
certain flexibility which can be further ex¬ 
ploited to advantage through a selective use 
of new information technologies. The limi¬ 
ted eippirical evidence presented in this 
paper shows that the small enterprises have 
a potential to do innovations which can 
be exploited in an appropriate policy 
environment. 

Specific measures may be needed to pro¬ 
vide assistance in the solution of particular 
problems faced by small producers. In fact, 
the study on Sierra Leone (cited above) 
found that each of the three cases examined 
(viz, clothing, tie-dye and bread-making) 
"revealed a different dimension of policy 
need, thus indicating that policy has to be 
tailored to the unique constraints of indi¬ 
vidual sub-sectors”.'* In the case of tie-dye 
industry for instance, it was necessary to 
improve the product quality to export dyed 
cl(^ whereas in tailoring, the requirements 


of small producers were instead, better 
access to credit for purchase of sewing 
machines. 
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Entrepreneurship Tr aining for Small Business 
in Developing Countries 

Some Issues 

H A Romijn 

This paper considers recent developments in the area of entrepreneurship training in developing countries and 
discusses some major issues of relevtptce to small enterprise promotion which have emerged in this process. The 
focus of the paper is on entrepreneurship development activities which identify entrepreneurial ability as the key 
to starting and successfully operating a business since it is these ’behavioural’ entrepreneurship programmes which 
have been the subject of much debate as to their effectiveness and impact. 


I 

Introduction 

DURING the last decade, it has been in¬ 
creasingly recognised in policy-making 
bodies of developing countries that small- 
scale enterprises have potential for con-' 
tributing meaningfully to the development 
process. The most important advantages are 
well known; a more equitable distribution 
of income through widely dispersed owner¬ 
ship and relatively labour intensive produc¬ 
tion methods which are locally appropriate; 
they could therefore be a major source of 
employment, especially in areas where few 
alternative options exist This recent upsurge 
of interest has led to a host of supportive 
policy interventions aimed at promoting 
small business. A number of these, such as 
credit programmes, industrial estate pro¬ 
grammes, marketing support and techno¬ 
logical support, aim basically at strengthen¬ 
ing enterprises through an improvement of 
the direct business environment. Secondly, 
there is a growing body of activities aimed 
at increasing the skills of the persons run¬ 
ning such enterprises. Among these are voca¬ 
tional, management and entrepreneurship 
training. 

The objective of this paper is to look at 
the recent developments in the area of entre¬ 
preneurship training in developing countries, 
and to discuss some major issues of 
relevance to small enterprise promotion 
which have emerged in this process. It is 
common in entrepreneurship development 
literature to incorporate activities aimed at 
the stimulation of small business at large, 
including not only vocational and manage¬ 
ment training activities but, for example, 
also credit programmes; however, the acti¬ 
vities reviewed in this paper have been 
deliberately limited to those which identify 
entrepreneurial ability as the key to starting 
and successfully operating a business. This 
approach has been taken mainly because the 
many different approaches to small business 
promotion cannot be covered adequately in 
a paper of this size, and also because it is 
these ‘behavioural’ entrepreneurship pro¬ 
grammes which have been the subject of 
much debate as to their effectiveness and 
impact. 

1b clarify the concept of entrepreneurship. 


Section II of the paper reviews some impor¬ 
tant literature on this subject very briefly, 
with reference to both developed and 
developing countries. Section III then 
discusses the main way in which entre¬ 
preneurship training has been approached 
in developing countries. Section IV analyses 
issues relating to the impact and effec¬ 
tiveness of this approach, and Section V 
presents the concluding observations. 

II 

Concept of Entrepreneurship 

Since the early eighteenth century, 
economists as well as scholars from other 
social disciplines have tried to come to grips 
with the rather elusive phenomenon of en¬ 
trepreneurship. From the economists’ point 
of view, the concept is difficult to handle 
precisely because it is so closely intercon¬ 
nected with psychological and sociological 
elements such as personality traits of indi¬ 
viduals and their socio-cultural environment. 
Not surprisingly the debate over what exaaly 
constitutes entrepreneurship is still ongoing. 

As early as two centuries ago, economists 
began to single out the special contribution 
of the entrepreneur to economic develop¬ 
ment. For the purpose of the present paper, 
it is sufficient to mention briefly three basic 
approaches which have retained some 
validity up to today:' (i) the entrepreneur 
who is the fourth factor of production, 
within the context of the General Equili¬ 
brium Theory as expounded chiefly by 
Walras;^ (ii) the entrepreneur who commits 
the capital and bears the risk under con¬ 
ditions of unpredictable change, described 
by F.H. Knight;’ and (iii) J. Schumpeter's 
innovating entrepreneur who conceives and 
engineers change, or in other words “carries 
out new combinations’’.^ These can be the 
introduction of a new good, the introduc¬ 
tion of a new production method, the open¬ 
ing of a new market, the discovery of new 
raw material supply sources or the re¬ 
organisation of an industry. 

In the field of sociology, mention is made 
of Max Weber who linked the driving force 
of the industrial entrepreneur with the Pro¬ 
testant ethic, which made achievement in 
worldly life a necessary precondition for pro¬ 
gress on a spiritual plane.’ Although 


Schumpeter and 'Wbei look at entrepreneur- 
ship from different perspectives, their 
theories have much in common in that 
economic changes are set in motion by the 
innovating quality of entrepreneurial 
behaviour, be it in the form of a truly 
creative ‘spark’ (Schumpeter) or in the form 
of a thorough rationalisation of the func¬ 
tioning of an enterprise (Weber). 

RELEVANCb TO DEVELOPING COUNTRIES 

Whereas the purpose of these early 
theories was mainly to analytically explain 
the role of entrepreneurs in developed 
economies, the more recent interest in entre¬ 
preneurship in developing countries has 
emanated from a concern over an observed 
lack of economic activity and the realisation 
that entrepreneurship would be a vital quali¬ 
ty for the emergence and sustenance of 
economic growth in these countries. This 
preoccupation with growth, combined with 
the radically different conditions obtaining 
in the developing countries now as compared 
to western countries in the 18th and 19th 
centuries, makes for a limited applicability 
of the early theories today. 

The contemporary literature on entre¬ 
preneurship relevant to less developed coun¬ 
tries is extensive.* Essentially, three ap¬ 
proaches can be distinguished in these most¬ 
ly empirical studies. The psychological and 
sociological theories of entrepreneurial 
supply (notably those of McQelland, of 
whom we will talk mote, and Hagen) have 
individual personality as their common 
focus of study.'' Entrepreneurial behaviour 
is seen as resulting from attitudes which in 
turn are affected by the social environment 
(parental guidance, religion, belonging to 
marginal groups, etc). On the other hand, 
the ’economic approach’ (exemplified by 
Papanek and Harris') emphasises the im¬ 
portance of the economic environment 
which is either conducive or repressive to 
entrepreneurial activity. In this view, entre¬ 
preneurial activity responds to a change in 
‘demand’ for entrepreneurs as evidenced by 
the economic incentive structure. 

Peter Kilby, in his well known article 
‘Hunting the Heffalump’,* finds it difficult 
to work with either of the two approaches. 
As he argues, the fundamental problem u 
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that they an; not emt^ncally faUinabie; since 
it is impossible to ascertain whether a change 
in entrepreneurial activity is due to an in¬ 
crease in entrepreneurial effort, a change in 
the esternal environment or even a combina¬ 
tion of both. He also criticises these ap¬ 
proaches for their exclusive concern with the 
supply of, or demand for the quantity of 
entrepreneurs, whereas he maintains that it 
is the quality of entrepreneurship that is 
vital. Kilby attempts to get away from the 
supply versus demand controversy by look¬ 
ing at the performance of a typical third 
world small-scale entrepreneur in terms of 
an extensive list of 13 functions which he/she 
has to carry out, instead of considering 
underlying variables such as attitudes or a 
faciliating or constraining environment. His 
list covers exchange relationships, political 
administration, management control and 
technological functions. He points out that 
what are usually considered truly entre¬ 
preneurial functions are mostly limited to 
part of his exchange relationship functions, 
namely, (i) the perception of market oppor¬ 
tunities, and (ii) gaining command over 
scarce resources. The other functions are 
basically to do with production, financial 
and technical management. He then pro- 
c^ds to examine the results of a number of 
empirical studies on the subject and comes 
to the conclusion that it is exactly these 
managerial skills that are in short supply in 
developing countries. 

It would be difficult to strictly classify the 
many contemporary studies on entre¬ 
preneurship with a third world focus in 
accordance with whether they follow the 
behavioural approach, the environmental 
approach, or Kilby's ‘functional’ approach. 
It would be more precise to say that, in most 
cases, they lean to a particular direction with 
respect to their focus and approach, but 
many borrow elements from other ap¬ 
proaches and add elements of their own. A 
few have also attempted an integration by 
way of a systems analysis. 

Quite a few studies, white using one or the 
other modem approach, draw inspiration 
from the Schumpeterian innovation idea, 
even though the term is usually applied in 
a much w^der sense than Schumpeter 
himself used it orginally. The commonly 
recurring argument is that original innova¬ 
tion is not very widespread in the present day 
developing countries, and that the real 
challenge.to entrepreneurs in this setting is 
to adopt, adapt and diffuse technologies 
which have come predominantly from the 
developed countries into a new local context. 
This process is variously labelled ‘derivative’, 
‘adaptive’ or •‘imitative’ or ‘meta’ innova¬ 
tion." Less common, but relevant in the 
context of developing countries, is the 
literature which emphasises (a variation oO 
Kinght’s ideathat the crucial function of the 
entrepreneur is his decision-making cap¬ 
ability under uncertain, often risky 
conditions.'^ 

It is not the intention of this paper to go 
into details as to the different ways in which 
the various studies have attempted to "trap 


the Heffalump”. Rather, the present lemarks 
should be seen as an attempt to gain a rough 
idea about the different dimensions of the 
enirepreneuriai concept, which will serve as 
aTrame^of reference when we go into more 
practical issues relating to entrepreneurship 
development. Also, some of the points raised 
in the studies can pose relevant questions 
concerning the practice of entrepreneurship 
development and, more particularly, entre¬ 
preneurship training in developing countries 

One such point is that, in the main, the 
literature appears to agree that a small-scale 
businessman/woman must possess not only 
truly ‘entrepreneurial’ qualities (the exact 
definition of the term depending upon the 
context in which it is used), but also the 
necessary managerial and organising skills. 
Some authors also consider sufficient 
capital, technical knowledge and experience 
to be vital for business success, and attribute 
the lack of entrepreneurship in some 
developing countries to a scarcity of the sort 
of person in whom all these skills are com¬ 
bined. This immediately raises many ques¬ 
tions as to how entrepreneurship develop¬ 
ment can be tackjfd; Should assistance in¬ 
clude the provision of a whole array of ser 
vices (financial, technical, managerial, entre¬ 
preneurial and so forth) or should it con¬ 
fine itself to the supply of one critical input, 
namely, entrepreneurship—assuming that 
entrepreneurship is the critical input? Or 
.should it include not one, but several inputs 
which are deemed to be most critically im¬ 
portant for business success? Secondly, 
again assuming that entrepreneurship is 
vital, is the entrepreneurial function 
something that can be developed, e g, 
through training? Or is it something that can 
be ‘woken up’ indirectly through a suppor¬ 
tive and stable policy environment? 

The literature on entrepreneurship does 
not give us satisfactory answers, except 
perhaps that entrepreneurship as described 
above in broad terms, i e, distinctly different 
from management, is seen as a crucial 
element to ensure success in business. Apart 
from this, the conclusions one can draw 
largely depend on the approach taken and 
the specific context in which the research 
took place. Moreover, the ‘spoonfeeding’ 
versus ‘critical Input’ debate has a much 
wider significance than entrepreneurial 
development alone. The discussion here will 
be limited to entrepreneurship, with some 
references to managerial issues since the two 
are often viewed as closely interrelated to the 
extent that managerial functions are some¬ 
times considered part of entrepreneurial 
functions and vice versa. 

Ill 

Entrepreneunhip Development 
Programmes: Underlying 
Premises and Approach 

The foregoing discussion brought out that 
no consensus has emerged as to what entre¬ 
preneurship is, how it emerges and what its 
role is. Not surpri.singly, views on how it can 


be developed are equally diverse fn practice; 
one finds basically two views which corres¬ 
pond to two of the approaches diKussed 
previously. The first, which seeks to raise 
entrepreneurial activity at the individual 
level, is based on the idea of sociologists and 
psychologists that entrepreneurial behaviour 
in individuals has to do with their formed 
attitudes and personality. This contrasts with 
the idea, taken from the economists’ ap¬ 
proach, that entrepreneurial activity is 
dependent on the state of (he economic en¬ 
vironment. and therefore can be influenced 
by policies and programmes which have an 
impact on the availability of raw materials 
and technology, the interest rate, the 
availability of finance, the exchange rate and 
the ability or otherwise to import and 
export, and the extent of competition in the 
market. 

In practice it is mainly the first approach 
which has come to be associated with entre¬ 
preneurship development, because it has 
resulted in concrete entrepreneurship train¬ 
ing for busincs.s creation. Many examples of 
the second approach can also be found in 
developing countries aiming to promote the 
small scale and cottage industry-sector, in 
the way of practical programmes which 
encourage entrepreneurship through conces¬ 
sionary credit, r|iw material supply, provi¬ 
sion of infrastructural facilities and so forth, 
as well as (jolicies promoting small enterprise 
development, to the extent where whole 
sectors are reserved for exclusive production 
by small units, as in India. But such pro¬ 
grammes and policies are not usually aimed 
directly at developing entrepreneurial 
qualities in their target groups. For this 
reason, the focus of this paper will be limited 
to a discussion of the entrepreneurship 
development training programmes which 
have resulted from the first approach. 

A( HiEvi-Mf Ni Motivation 

The great majority of entrepreneurship 
development programmes (EDPs) which 
have been set up in developing countries are 
based on McClelland's theory that entre¬ 
preneurial behaviour in individuals is 
associated with a high need to achieve, or 
n-Ach. His original idea was that this need 
is inculcated through particular child rearing 
patterns which stress standards of excellence, 
maternal warmth, encouragement of self- 
reliance and low father dominance. This led 
him to correlate, for different countries, the 
incidence of achievement imagery used in 
children’s school books with electricity 
output in each country as a proxy for 
economic growth, and he found a significant 
positive correlation between the two. He also 
found that societies with a high level of 
n-Ach in their children's stories had a 
relatively larger proportion of entrepreneurial 
people in their population. By ‘entre¬ 
preneurial people’ he meant those who 
(a) have a desire to take personal respon¬ 
sibility for decisions; (b) have a preference 
for decisions involving a moderate degree of 
risk, and (c) have an interest in the concrete 
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knowledge of the results of their deci¬ 
sions.*’ In his more recent work, 
McClelland places more emphasis on 
arousal on n*Ach in adults as a result of 
exposure to a different ideology, rather than 
child rearing.'* This obviously raises more 
possibilities for achievement-oriented train¬ 
ing of adults than the previous version of 
his theory. Also, the list of psychological 
attributes associated with entrepreneurial 
behaviour has been extended in later work 
to include basically the following; self- 
confidence, task-result orientation, risk¬ 
taking ability, leadership behaviour, creati¬ 
vity, and future-orientation.'-' 

A number of entrepreneurship develop¬ 
ment programmes, in both developed and 
developing countries, have been based on 
this concept of the entrepreneur. In the 
developing world, the approach has found 
acceptance primarily in India and the Philip¬ 
pines. In India the Centre of Entrepreneur- 
ship Development was established in Gujarat 
in 1979, exclusively devoted to the conduct 
of EDPs in that state. Encouraged by the 
success of this centre, the state and central 
governments made efforts to mobilise dif 
ferent state-level organisations to extend the 
approach to all parts of the country. The AII- 
In^a Entrepreneurship Development Insti¬ 
tute and the National Insthute lor Entre¬ 
preneurship and Small Busine.ss Develop¬ 
ment have also been established."’ In the 
Philippines, entrepreneurship development 
activities are undertaken by the UP Institute 
for Small Scale Industries, Manila. 

Structure of a Tvpicai Programme 

A typical EDP involves three stages, 
namely, (i) pre-training, (ii) training, and 
(iii) post-training. The pre-training involves 
a careful identification and selection of the 
target group. This is done on the assump¬ 
tions that: 

(1) everyone cannot be an entrepreneur; 
individuals must possess the above men¬ 
tioned entrepreneurial traits to a certain 
degree in order to become successful 
businessmen/women; 

(2) Such traits can be identified and 
measured through psychological tests and 
social indices; 

(3) people possessing these traits and social 
indices at a certain level will be more success¬ 
ful than those not reaching that level; and 

(4) persons possessing these traits or show¬ 
ing evidence of these traits (entrepreneurial 
aptitude) can be trained to develop the 
necessary dimensions of entrepreneurship. 
The selction of participants is done on the 
basis of scores in behavioural tests aimed at 
measuring these entrepreneurial traits, com¬ 
plemented by information from a personal 
interview. 

The actual training varies from one week 
to two to three months, depending on the 
target group and the organisation conduc¬ 
ting the training. It usually has three com¬ 
ponents. The first, achievement motivation, 
is designed to develop entrepreneurial at¬ 
tributes as discussed above. This is done by 


assisting trainees to set their pbjdctives 
realistically, heighten their motivation to 
achieve the objectives, and make them mote 
aware of their strengths and weaknesses as 
small entrepreneurs. The concepts and 
techniques used in this type of training 
derive directly from McClelland’s research. 
The most well known technique is the ring 
toss game, which tests the trainees' attitudes 
to risk taking. 

Business opportunity counselling is the 
second main part of the training. This in¬ 
volves the identification and selection of a 
Suitable business opportunity for each 
trainee. The trainees are also requested to 
prepare a project report, including the results 
of a small market survey, and their own 
assessment of various environmental con¬ 
straints within which they have to operate. 
This report can be used later to get funding 
for the prospective venture from financial 
agencies. 

Thirdly, the training has a management 
education component. This derives from the 
realisation that, although entrepreneurial 
behaviour may ultimately be the primary 
necessary condition for business success, it 
is not sufficient by itself. The average small 
entrepreneur is required to look after the 
day-to-day running of his business, for 
which a dose of routine management skills 
is necessary. This management capability 
becomes increasingly vit^ as the enterprise 
grows larger. 

The post-training support appears to vary 
considerably in intensity and content among 
different organisations. The idea is that the 
training organisation helps trainees to sub¬ 
mit their loan applications, facilitates the 
physical setting up of the business to the ex¬ 
tent possible (acquisition of water, electricity, 
various licences), and assists in other ways 
when ex-trainees run into trouble. Indeed, 
this kind of follow-up is reportedly a very 
vital part of the programme. For example, 
experience indicates that unless financing is 
available and timely, even the best trained 
entrepreneurs may be unsuccessful in laun¬ 
ching enterprises.” 

CRITICISMS OF THE APPROACH 

The EOF approach has been the subject 
of considerable controversy stemming main¬ 
ly from the underlying theoretical assump¬ 
tions about entrepreneurship. For instance, 
it has been pointed out that the empirical 
base underlying McClelland’s theory was 
weak, and his conclusions based on em¬ 
pirical work doubtful.In particular, 
evidence that achievement-motivated indi¬ 
viduals are especially attracted to entre¬ 
preneurial occupations is not convincing' 
when McClelland’s empirical results are 
analysed carefully. This would thus under¬ 
mine the entire conceptual foundation on 
which EDPs have been built. 

It has also been argued that achievement 
motivation training might be a suitable 
approach in developed countries, but less so 
in developing countries considering the dif¬ 
ferent value systems and socially desirable 


behaviour patterns in those parts of the 
world. This viewpoint sees achievement 
motivation basically as a method to achieve 
personality change based on western con¬ 
cepts of what constitutes successful entre¬ 
preneurship (particularly individualism), 
whereas such qualities may be quite un¬ 
desirable or even counterproductive in situa¬ 
tions where individual interests are sub¬ 
ordinate to group interests. Furthermore; the 
effectiveness of McClelland’s own training 
experiments (in India) has also been ques¬ 
tioned on the basis of weak verification pro¬ 
cedures, doubtful selection procedures and 
so forth.'* 

It is virtually impossible to derive any con¬ 
clusion from entrepreneurship theory regard¬ 
ing the likely effectiveness and impact of a 
training approach based on a particular 
theoretical conception because of the 
manifold problems involved in empirical 
verification. In the following section, 
therefore, a more practical approach is taken, 
by analysing the training approach directly 
and looking at concrete programme results. 

IV 

Impact and Effcctiveneas of EDPs 

There arc a number of issues which need 
to be discussed in an analysis of the impact 
and effectiveness of entrepreneurship train¬ 
ing. Firstly, h can be asked what evaluation 
activities have been undertaken to date 
which could give an idea about the results 
of the training and how successful it has 
been. Further, it is worthwhile to take a 
closer look at some of the factors which are 
suspected of having a crucial impact on the 
programme results, especially training con¬ 
tent and delivery methods, cultural appro¬ 
priateness of training, and training for dif¬ 
ferent target groups. 

Evaixiation of Programmes 

Unfortunately, the evaluation of entre¬ 
preneurship development programmes has 
so far remained a relatively underdeveloped 
area. This is perhaps not surprising in view 
of the difficulties in obtaining rigorous and 
unbiased data, but it may also have to do' 
with the fact that many of the organisations 
in charge of conducting EDPs are not 
actually bearing the costs of the program¬ 
mes, so that cost-effectiveness is not a very 
prominent issue.^ A review of evaluation 
activities pertaining to EDPs was carried out 
by the Enterprise Development Centre at 
Cranfield, England, which managed to 
identify almost 100 entrepreneurship pro¬ 
grammes in different parts of the world, out 
of which fairly detailed information could 
be obtained on S3 programmes.’* It found 
that about one-third of these were unable to 
provide even the most rudimentary data 
about the numbers of et-trainees who had 
actually managed to start businesses, and 
few, if any, had ever conducted a cost-benefit 
analysis. 

\bt a cost-benefit analysis type of evalua¬ 
tion is not impossible to carry out, as Harper 
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exempliries. It is cenainty possible to obtain 
at least rough estimates about likely flnan- 
cial benefits for the ex-trainees in terms of 
profits earned, negative income from earlier 
jobs foregone, and benefits resulting from 
employment created for workers in the 
businesses set up after the training. Likewise, 
it should be feasible to work out the costs 
involved in imparting the training and con¬ 
ducting follow-up activities. It is moreover 
not necessary to conduct this type of evalua¬ 
tion after every course. The usefulness of this 
kind of evaluation cannot be over empha¬ 
sised; if institutions conducting EOPs all 
adopted a similar methodology, it would 
become possible to compare their relative 
performance and determine the factors 
responsible for performance differences. 

However, a cost-benefit approach does not 
give us much insight into whether or not the 
EDP approach in itself is a successful way 
of stimulating entrepreneurship. For ex¬ 
ample, it would be useful to know whether 
the selection of trainees on the basis of their 
entrepreneurial traits yields the expected 
results; whether the training helps to improve 
the potential entrepreneur’s chances of star¬ 
ting a business and running it successfully. 
An evaluation of this kind is infinitely more 
• difficult to undertake than a financial com¬ 
parison of costs and benefits since it requires 
the use of control groups at every stage of 
EDP implementation. 

Evaluation with control groups: With 
regard to such an evaluation of the first 
stage, i e, the methodology of trainee selec¬ 
tion, an appropriate procedure would be to 
train a certain number of applicants who do 
not meet the selection criteria together with 
the accepted candidates. Afterwards they 
would be monitored to check for differences 
in performance. The Entrepreneurship 
Development Institute in Ahmedabad, India 
(EDI-I) apparently carried out such tests and 
found that the proportion of trained ‘rejects’ 
starting new ventures was only 17 per cent 
as compared to 44 per cent for accepted 
trainees.^ This would lend support to 
McClelland’s Ideas that some individuals are 
more entrepreneurial than others and that 
entrepreneurial aptitude is, at least to some 
extent, measurable. However, this kind of 
test loses mi^h of its validity if the institute 
conducting the EDP is not selecting poten¬ 
tial trainees strictly on the basis of their 
entrepreneurial qualities. While the EDI-I 
explicitly states that personal background, 
previous relevant experience, access to 
finance, and having an identifled business 
opportunity do not play a role in the selec¬ 
tion process, a number of other institutes ap¬ 
parently do use such criteria.^ 

The impact of the second stage, namely, 
the training programme itself, is even more 
difficult to assess. The ideal experiment 
would involve selecting a control group with 
a satisfactory degree of entrepreneurial 
potential as indicated by the selection test 
results. This group would nevertheless be 
excluded from the trtuning. After another 
similar group of candidates had been 
trained, the performance of the two groups 


would be monitored. Apart from the dif- 
ftculties involved in obtaining co-operation, 
and thus unbiased data, from a control 
group which has undergone the selection 
procedure with negative result and which 
does not stand to gain anything from the 
evaluation exercise, it is likely that the evalua¬ 
tion in itself would influence the group's 
behaviour. It has been more or less agreed 
that such a procedure would be quite im¬ 
practical and also unfair to the members of 
the control group. 

Current evaluation in India: Not surpris¬ 
ingly, the type of evaluation carried out by 
the EDI-I at this stage involves a relatively 
simpler compariison of performance between 
trained applicants who established enter¬ 
prises after completion of the training, and 
rejected applicants who managed to get 
established in business in spite of this.’'* As 
would be expected, the EDP- trained groups 
scored consistently higher on achievement 
orientation than the rejectees. It is also men¬ 
tioned that almost all trainee entrepreneurs 
interviewed considered achievement motiva¬ 
tion training very useful m goal-setting, 
critical thinking and self-awareness creation. 
Unfortunately, this does not give much in¬ 
sight into the effectiveness of the training. 
After all, the presence of a satisfactory 
degree of entrepreneurial aptitude was the 
very rea.son why the group was selected for 
training in the first place, and the relative 
absence of this aptitude was the reason 
underlying the rejection of the other group. 
Views expressed by trainee entrepreneurs 
remain subjective statements, and it would 
also be interesting to know whether trainees 
who did not get started in business would 
give an equally positive assessment of their 
course. Evidence about higher profitability 
rates, lower incidence of business failure and 
more entrepreneurial behaviour among ex- 
trainees as compared to non-trainees have 
likewise been taken as indicators of pro¬ 
gramme success; but, unfortunately, the^ 
above mentioned drawback applies to these 
indicators as well. The basic question of 
whether or not ex-trainees would have 
started and succeeded in business anyway 
without the benefit of an EDP course thus 
remains unanswered. 

This issue gains all the more relevance 
since it is by now widely recognised that 
EDPs cannot be very effective unless they 
are accompanied by a host of services, 
especially in the sphere of financial 
assistance. In this connection, the question 
has been raised as to whether those who 
avail of support services might not be able 
to succeed equally well without the, perhaps, 
superfluous benefit of a training course.^’ 
This question too, has remained unanswered 
so far. To the knowledge of the author, an 
EDP impact evaluation using a control 
group which has had access only to the 
various support services which usually 
accompany a training programme has not 
been undertaken. Similarly, the idea that it 
may be possible to isolate the effects of one 
particulai training component (i e, achieve¬ 
ment motivation training, business oppor- 
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tunity counselling or management training) 
by with-holding this particular component 
from a control group and comparingits per¬ 
formance after training with that of ex-' . 
traineesVho have undergone the full course, 
has apparently not been tried out. Such an 
approach might yield a somewhat more 
objective evaluation result, which achieve¬ 
ment motivation training in particular 
appears to be badly in need of. 

FAtTORS AFFECTINCi EFFECTIVENESS AND 
Impact OF EDPs 

What is being taught, how ii is being 
taught, and how competent and knowledge¬ 
able the trainer is are three very important 
factors in determining the effectiveness of 
any training course. In the context of an 
EDP, this applies perhaps a fortiori since the 
aiift of such a course is not only to instil a 
number of practical skills and impart factual 
information, but also to affect the attitudes 
and motivation of the people who are being 
trained; obviously, this will not happen 
unless the trainees are enthusiastic about the 
training programme 

EDPs have traditionally concentrated on 
the middle-class sections of society, where 
people possess at least some education. The 
educational level of EDM’s trainees, for 
example, ranges from standard 7 to post¬ 
graduate. The courses aim at creating entre¬ 
preneurs who will start and run formal . 
sector small-scale (as opposed to cottage) 
enterprises involving some capital invest¬ 
ment, borrowed from formal sources, and 
employment of sweral workers. For such 
persons, the acquisition of practical infor¬ 
mation on licences, formal credit, other 
assistance possibilities, legal matters, as well 
as techniques of bookkeeping, management > 
accounting, costing, business planning, ' 
organising and delegating (all these being, 
part of an EDP) is a necessity. However, in 
India over the past few years coverage 
of EDPs has been gradually extended to 
include .socially more disadvantaged groups 
such as the rural poor, tribals, women and 
ex-servicemen. It is not yet sufficiently ' 
realised that for such people, who have a ' 
modest background and limited options, the 
traditional EDP course design needs to be " 
considerably modified in order to be effec¬ 
tive. especially by simplifying management . 
techniques and making training very prac¬ 
tical and directly applicable to the kind of 
units which are to be set up.** ' 

Teaching Methods: Even if the course ; 
content is perfectly appropriate to the Uirget ' 
group in question, the training can be . j 
rendered quite ineffective if the deUvery, ; 
methods are not chosen well. The training 1 
methodology in an EDP aims at achieving '[ 
basically two objectives, namely, (i) effective ! 
learning of management skills and practical .' 
knowledge of how to go about starting one^t - 
own small business, and (ii) acquisition of 
particular entrepreneurial behaviour and 
attitudes such as increased self-confidence, > 
problem solving ability and motivation 
achieve EDPs rely primarily on clanrooin'A 
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teaching, complemented by pep-talkt given 
by luccetsfui entrepreneur)), informative 
talks by bank managers and personnel from 
small business advisory institutes, field visits 
to ex-trainees who have made it, etc, to 
achieve the Hrst objective; however there is 
a fot of variation in the practicality of the 
training among institutes. Experience with 
diffetem programmes seem to indicate that 
practical training, involving a variety of 
people atho actually deal on a day-to-day 
basis with the problems of small-scale 
business in different capacities, is much 
more successful than training which relies 
more on lectures by professional teachers.^^ 
lb encourage entrepreneurial behaviour in 
the participants, EDPs use personality train¬ 
ing involving games, role-play, etc, which, 
incidentally, are not usually related directly 
to small business operations. As mentioned 
before; the effectiveness of this kind of train¬ 
ing has not been well established. It can be 
argued that in a real life situation when their 
Interests are at stake, trainees might not 
exhibit the same behaviour as they displayed 
during the training session. But apart from 
this, the question can also be raised as to 
whether it is possible to attain the aims of 
achievement motivation training in other 
ways, for instance by using participatory 
training methods such as games relating 
diiealy to business, and through group work 
and discussion rather than lectures when 
teaching ordinary management skills. 

It is clear that EDP training requires a 
great deal in terras of competence and com¬ 
mitment on the part of trainers Ideally, dif¬ 
ferent sessions should be conducted by 
specialists in different areas. Achievement 
motivation training in particular requires 
considerable skills, which can only be 
offered by a mature trainer with a sound 
background in psychology and a lively in¬ 
terest in people. The importance of this 
particular aspect cannot be overemphasised 
since an unsuitable trainer can not only 
render the training ineffective, but also do 
a lot of harm by misjudging trainees’ 
strengths and weaknesses. The discussion of 
this wrong interpretation of trainees’ 
behaviour in the group could easily lead to 
fhistration and demotivation. No wonder 
that good trainers are difficult to recruit. 
Persons who possess all relevant charac¬ 
teristics are often in a position to get much 
better paid posts. 

Cultural limitations : In addition to the 
above mentioned aspects, the cultural 
appropriateness of the training content and 
m^odology may be crucial variables deter¬ 
mining its effectiveness. It has already been 
mentioned briefly that McClelland’s training 
approach has been criticised precisely on this 
account. The kind of personality charac¬ 
teristics which he associated with effective 
entrepreneurship may not be the same across 
countries and cultures, and therefore train¬ 
ing which attmnpts to inculcate these values 
and attitudes may be counterproductive. 
Comparing cultuial aspects of pianagement 
in different countries, G. Hofstede holds that 
McOeliand’s aclueweraent motive is essen¬ 


tially a combination of what he calls ‘weak 
uncertainty avoidance’ and ‘strong 
masculinity’.^ Weak uncertainty avoidance 
in this context stands for a willingness to take 
risks and to innovate; its opposite is a con¬ 
cern for security and stability. Masculinity 
stands for emphasis on performance, and 
its obverse, femininity, for emphasis on 
relationships. Such a motivation pattern is 
found primarily in Anglo countries (among 
which is McClelland’s own country, the US) 
and their former colonies, but other 
developed countries show quite different 
combinations in their motivation patterns. 
For example, Japan is characterised by low 
uncertainty avoidance and high masculinity; 
Sweden stands for weak uncertainty avoid¬ 
ance and femininity. No specific combina¬ 
tion can thus be found to be particularly 
conducive to economic growth. Thus dif¬ 
ferent cultures can have different dominant 
motivation patterns which are effective 
within their own local context, and 
McClelland’s universal achievement motive 
is in effect based on a limited value choice. 

McClelland appears to have been quite 
aware of the perceived cultural limitations 
of his approach. His own company, McBer 
and Co, has since embarked on research 
aimed at, among other things, cross-cultural 
identification and validation of personality 
characteristics associated with entrepreneur- 
ship in India, Ecuador and Malawi.^’' A 
number of such characteristics were identi¬ 


fied as having cross-cultural validity, namely, 
initiative seeing and acting on ontortunities, 
information seeking, concern for,high 
quality of work, commitment to work con¬ 
tract, efficiency orientation, systematic plan¬ 
ning, problem solving, self-confidence, per¬ 
suasion, use of influence strategic and 
assertiveness. However, jt still remiuns to be 
seen whether a global training approach can 
be developed on this basis. Although some 
of the underlying entrepreneurial motives of 
businessmen may be cross-cultural, their 
expression is determined by the iocai socio¬ 
cultural conditioning and bound by the 
specific sociq-cultural environment in which 
they operate. These are aspects which train¬ 
ing may have to take into account. 

LiMiiAnoNS OF EDPs IN Terms of 
Coverage and Access 

It can be inferred from the recent plan 
documents and policy measures of several 
developing countries that the development 
of small-scale and cottage enterprises to 
create widespread employment has become 
a high prionty. It is well known that develop¬ 
ment of modern industry has not led to a 
satisfactory labour absorption in the urban 
industrial sector. In rural areas, adoption of 
labour saving technologies and rising man/ 
land ratios has put pressure on land; this can 
even offset the extra gains reaped from an 
improved farming system. In the process, a 
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sizeable section of the rural labour force is 
driven away from agriculture and is compel¬ 
led to look for other forms of employment. 
At this point one can thus question the 
extent to which McClelland’s concept of the 
entrepreneur as a person possessing certain 
psychological attributes, and the EDPs 
based on the concept, can contribute 
towards the alleviation of this widespread 
unemployment problem. 

Who constitute the target groups which 
need to be addressed in this context? The 
first group would consist of those (near) 
landless who would like to start traditional 
cottage units or very small-scale manufac¬ 
turing ventures (e g, soap making or food 
processing) to supplement their income from 
agriculture, and those who have been pushed 
out of this sector altogether and want to start 
some form of non-farm employment on a 
full-time basis. Then there are those who 
have traditionally been involved in non-farm 
occupatioas such as carpentry, weaving and 
pottery, as well as those involved in various 
small manufacturing, service and trading 
activities in the urban informal sector. 

If entrepreneurship development pro¬ 
grammes are to be addressed to the above 
mentioned groups, it is apparent that the 
conventional EDP as described in_ the 
'foregoing sections has a number of limita¬ 
tions. Firstly, it is evident that the current' 
EDPs simply do not cater to these groups. 
The great majority of EDPs are aimed at the 
middle classes of society. The contact and 
selection procedure (through advertisements 
in local newspapers, for example), cur¬ 
riculum design and teaching methods may 
suit the needs of this group, but they are not 
appropriate for people without formal 
education. Conventional EDPs may also be 
physically inaccessible for people in lural 
areas. Moreover, by the very nature of its 
design an EDP can cover only a limited 
section of the population, namely, those 
possessing certain entrepreneurial traits. The 
argument has been advanced that, in view 
of the underlying justification of this 
approach, namely, that training can be given 
most effectively to those who stand the best 
chance of succeeding in business, the basic 
ingredients of EDPs should remain un¬ 
changed even if target groups such as poor 
rural women and out-of-school youth from 
low-income groups are addressed.’® 
However, one can also argue that if a 
substantial impact on unemployment is to 
be made; it may well be necessary to extend 
training eH^orts also to those who do not give 
evidence of possessing such entrepreneurial 
competencies; if for no other reason than 
that the great majority of this vast group of 
potential entrepreneurs do not have a feasi¬ 
ble alternative employment opportunity and 
will Old up in some form of self-employrrjent 
in any case.’* 

Extending EDPs to existing entrepreneurs: 
Secondly, we have seen that conveatiorud 
EDPs address only those irtdividuals who are 
interested in starting a smaU businessi 
Howevei; there are a great number of people 
whom we can terrn traditional entrepreneurs 


who Will also need support. Most often, 
enterprises run by such persons operate with 
a backward technology. The artisans con¬ 
certed possess only traditional skill which 
have been handed down from generation to 
gene ation. The goods produced by them are 
equally traditional. Such enterprises aie now 
finding it increasingly difficult to find a 
market for their products. In some lines of 
business, such as weaving and pottery, there 
is severe competition from products made 
in the domestic medium- and large-scale 
sectors and from imported products. This 
problem is exacerbated by improvements in 
infrastructural facilities which make tradi¬ 
tionally isolated areas accessible to products 
and services associated with modern life. 
Artisans working in such sectors will thus 
have to make a special effort if their 
businesses are to survive and be profitable. 
Entrepreneurship development could help 
such people in a number of ways; for 
example, by increasing their awareness of 
potential market demand and ability to 
adjust to change in it, by giving ideas on pro¬ 
duct diversification, by creating awareness 
of, and access to improved technologies 
suitable for their business size, etc. 

The question of why entrepreneurship 
development programmes have concentrated 
solely on potential entrepreneurs as opposed 
to existing ones is valid not only from the 
point of view of traditional entrepreneurs, 
but also with respect to business people run¬ 
ning relatively more modern small-scale 
enterprises. As we saw earlier, the assump¬ 
tion underlying the EDP approach is that 
an insufficient number of people with the 
relevant characteristics are coming forward 
to take up entrepreneurial positions in 
developing countries. But there are also 
other views. We have already mentioned 
Peter Kilby's concern with the lack of quality 
in the performance of certain specific entre¬ 
preneurial functions—mainly in the 
management and technological spheres— 
meanwhile pointing out that third world 
entrepreneurs are quite strong in the perfor¬ 
mance of other entrepreneurial functions, 
i e, exchange relationships and ‘political ad¬ 
ministration.’^ Particularly in India, the 
issue of the quality of entrepreneurship is 
much alive in view of the high incidence of 
'industrial sickness’ in the small-scale 
sector. It may well be that the kind of 
training which EDPs impart to potential 
entrepreneurs—with some suitable modi¬ 
fications—could also be a valuable tool in 
assisting existing business people to make 
their units viable again. 

V 

Concluding Remarks 

Is it possible or not to impart behavioural 
training to individuals in order to enable- 
them to operate in a more entrepreneurial 
way? Unfonunately, it has not been possible 
yet to get a suitable answer to this question 
which has emerged as the main issue under¬ 
lying the manifold problems of entre¬ 


preneurship development in practice. WitH 
the nouible exception of McCtdland’s work. ‘ 
entrepreneurship theory has not gone into 
the issue of training, wh& McClelland’s own 
research related to this aspect hat been the 
subject of much debate. Likewise, the prac¬ 
tical application of McOeUand’t ideas in the . 
form of Entrepieneurship Devdopment Pro¬ 
grammes has not been tested rigorously . 
enough to enable one to arrive at a straight¬ 
forward conclusion based on objective facts 
concerning effectiveness and impact.’ 

In spite of this drawback, it is still pos¬ 
sible to draw some preliminary conclusions. 
Firstly, it is evident from the practical imple- 
mentation of EDPs so far that entrepreneur- 
ship training cannot very well stand on its 
own where the direct environment within 
which the prospective small-scale entre¬ 
preneur has to operate is not conducive; to 
business success. A package approach, 
including practical assistance especially in ' 
the area of credit, has turned out to be much 
more effective in such cases. 

Secondly, EDPs as they are currently con¬ 
ducted require high quality training staff, 
which is not always possible. This could 
become an important constraint to the fur¬ 
ther dissemination of the present approach, 
especially where this involves the training of 
non-conventional target groups such as the 
rural poor from traditional backgrounds 
with limited education who are unused to 
articulating their needs. 

While it is laudable that steps are being 
undertaken to extend EDP training to such 
disadvantaged groups, it is obvious that the 
conventional EDPs have a number of limita¬ 
tions in this respect, since they were not 
designed with their needs in mind. There is 
thus a great need for more innovative,ap¬ 
proaches with respect to both selection of 
trainees, course organisation and timing, 
training content and methodology. One such 
approach could be to integrate simplified 
EDP type of training with already adsting 
vocational training schemes or cre^t 
schemes aimed at creating income generating 
possibilities for the poor. It is already in¬ 
creasingly being recognised that the factors 
usually thought to be accountable for suc¬ 
cess in self-employment promotion projects, 
namely, active participation and motivation 
of the target group in question, are by 
themselves not sufficient to make income 
generating projects succeed. A business-like- 
outlook, and the application of sound 
business principles, are crucial for such 
ventures to be truly income generating. EDP 
training may have the potential to give a 
valuable input in this field. 
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Japanese Subcontracting Systems 

Annavajhula JCB 

Industrial subcontracting of parts and components, commercial subcontracting of whole products and labour- 
only subcontracting go a long way to account for the rapid growth, domestic and international competitive strength 
and resilience against crisis of the Japanese industrial system. The nature and effects of unequal inter-firm rela¬ 
tions and labour rationalisation schemes that are subsumed under these subcontracting systems, unscramble to 
some extent the mystique of the Japanese miracle. 


IT is not easy to account for the ‘success’ 
of the big and small-medium business in 
Japan. One could, following the tradition 
of political economy, find the mechanism 
of success in the role of the Japanese 
‘developmental state’.' Or, one could find 
the mechanisms of success in the peculia¬ 
rities of the Japanese management, ethos 
ahd culture.* An overwhelming emphasis 
by .some m the latter school of thought is 
on the role ol goodwill, or ‘obligated rela¬ 
tional comtacting’, in Japanese business. It 
has been argued that the institutionalisation 
ot goodwill has not only served the values 
of risk-sharing, security, dutifulness and 
friendliness but also the value ol economic 
efliciency--whal Harvey leibenstein calls 
X-efficienev—the abilities to plan and pro¬ 
gramme, to co-operate without bitchiness in 
production, to avoid waste of ttme or 
malertals—capaciltes that leibenstein tries 
systematically to resolve into the constituent 
elements of selective degrees of rationality 
and of effort’.' 

It IS not the concern of this paper to dt 
fend cither ol these schools ol thought or 
to effect a critical synthesis. The paper’s aim 
IS specific and modest. It is devoted to an 
investigation of how Japan has ‘.succeeded’ 
on the basts of the various subcontracting 
sy.stems in its industries without ignoring the 
influences of the developmental state or 
goodwill on the systems of subcontract. 

The history of Japanese industrial develop¬ 
ment presents us with two industrial organi- 
.sational forms, namely subcontracting the 
sense of putting-out (or, ‘enternal subcon¬ 
tract’) and subcontracting in the sense of 
‘semi-factory’ subcontracting of manage¬ 
ment and employment (or, ’internal con¬ 
tract’). The latter had preceded the establish¬ 
ment of factory system proper, out of which 
emerged again the modern versions of put¬ 
ting-out and internal contract. 

Before these organisational forms could 
be profiled, it may be noted that there is a 
great deal of controversy over the morpho¬ 
logy of small-medium industry as it evolved 
through historical time. There is no disagree¬ 
ment, obviously, in dividing small-medium 
industry into independent and subordinate 
types. But there is no consensus on the evolu¬ 
tion of the forms of subordinated small- 
medium industry. Also, there is a lot of 
dispute and ambiguity over the distinction 
rtiade that ‘merchant capital’ was significant 
in the pre-war (i c, second world war) sub¬ 
contracting system whereas ‘industrial 
capital' had become overwhelmingly con¬ 
spicuous in the post-war ‘vertical inter-firm 


hierarchy’—the so-called ‘kigyo-Keiretsu’ 
system The ambiguity seems to persist 
because of the complexity of merchant 
capital getting intertwined with industrial 
capital or vice versa and thereby generating 
simultaneously commercial and industrial 
subcontracting systems. The differences of 
opinion only reveal the point that “historical 
development is fluid and variable, while con¬ 
cepts and terms used to explain it are rigid 
oi inflexible’’.^ 

However, the following forms of small in¬ 
dustry can be sifted out of the controversy, 
each form considered to be more developed 
and dominant than the earlier form on the 
chronological scale. The co-existence of 
these forms is not ruled out, though. First, 
there was the development of various in- 
dustiics during the 15th and 16th centuries 
under the control of famous craftsmen. 
1 hen there was around the mid-18th century 
the growth of the’putting-out system under 
the hegemony of wholesale merchants 
(gosho) and even wealthy farmers (gonoj. 
The putting out system had got decomposed 
into two regimes—one under the non-factory 
system and the other under the mechanised 
and motorised factory system based on wage 
labour. The non-factory putting-out encom¬ 
passed (a) peasant industry in the weaving 
districts, (b) artisan industry, and (c) sub¬ 
sidiary homework. The factory putting out 
gave way to ‘permanent subcontracting 
system’ or ‘subcontracting industry’. This 
phase saw the control of subcontractors by 
big industrial corporations; big business 
began to share with small-medium industry 
the production process technologically 
unlike in the putting-out system where the 
subcontractors were controlled from outside; 
that is, by merchant capital posited external 
to the production process.’ 

What follows is a brief account of the 
systems of subcontract in the Japanese in¬ 
dustrialisation process. It may not be faithful 
to history. But a snapshot is good enough.* 

I 

Dynamics of Putting-out 

During the first half of the 19th century, 
production of silk, cotton yarns and fabrics, 
paper, paper lanterns, umbrellas (of paper 
and bamboo), and many such goods was 
organised through putting-out under the co¬ 
ordination of lonyas—dfe wholesale traders 
or merchant brokers. Tbnyas distributed 
materials and sometimes equipment and 
worn, among craftsmen and home workers 
and marketed their products widely on a na¬ 


tional scale. There were also manufactories 
which undertook silk reeling, weaving, 
brewery, etc, by employing wage labour. 

In the second half of the 19th century, the 
non-factory sector was initially predomi¬ 
nant. Various light—traditional and new— 
industries such as weaving and match¬ 
making “operated essentially on small and 
petty scales including masses of household 
enterprises and home workers, who worked, 
more often than not on a part-time or 
seasonal basis”. However, with the Meiji 
Restoration since the pivotal year 1868 that 
definitely smashed the country’s economic 
cocoon and the consequent importation and 
absorption of new technologies and moderni¬ 
sation of industries, traditional cottage type 
(weaving) units were “wiped out quickly by 
large factories using imported steam-powered 
ring frames and Indian cotton”. In this 
period, a number of state-supported units, 
and many state units of the arsenals of the 
army and navy were set up in heavy in¬ 
dustries such as shipbuilding, machinery 
manufacturing and metal, especially iron 
and steel making. Also most of the petty 
producers in traditional and imported in¬ 
dustries such as hosiery and match-making 
worked under putting-out organised by 
tonyas. Thvse onyas “kept contact with 
large trading centres. They were well inform¬ 
ed of new developments in production 
techniques. Thus, they could provide techno¬ 
logical advice, as well as support in market¬ 
ing and financing!’ , 

During the period 1900-45, there were 
numerous petty or household enterprises 
operating in traditional, handicraft indust¬ 
ries such as cotton weaving and silk and mix-; 
ed weaving and in new industries such aS' 
electric bulbs, western-style umbrellas,. 
celluloid, rubber products, etc. All these in¬ 
dustries were perhap,s subsumed under the 
putting-out system.' These petty producers, 
adapted themselves well to the age of mecha¬ 
nisation by using electricity and electric, 
motors. This period also saw marked con-' 
centration (due to mechanisation and largb- 
scale production) within light industries such 
as weaving and silk reeling. However, with 
the advance of government-led industrialiia-' 
tion, the relative importance of non-factory 
sector and light industries declined and that 
of hevy industries, especially machinery¬ 
making rose. 

Machinery production received stimulus 
for its rapid growth from meeting the arsenal 
requirement of the two Japanese wars nHtlij 
China and Russia. But initially the majo^' 
state-supported factories were equipped wi#! 
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wasteful, integrated facilities. There was no 
division of labour between large and small 
factories up until mid-1930s. Henceforth, 
there was a tendency of learner workers leav¬ 
ing the larger factories and setting up their 
own shops. With obsolete lathes and drilling 
machines—often obtained from parent 
firms—they did metal engineering work and 
some of them subcontracted work from the 
large factories through the mediation of 
tonyas, who charged high rates of commis¬ 
sion. These small and petty subcontractors 
acted as ‘reserve army' for the large units and 
helped them out “in meeting peak demand, 
for example, by doing rough finishing of 
parts”. 

However, the subcontracting relations 
were ‘floating’, that is, very unstable. As the 
tonyas .could not offer technological 
guidance related to modern industry to the 
petty producers, the quality ot the suheon- 
tracted work was low and consequently the 
reduction rate high, in fact, these dements 
of the putting-out manifested themselves 
during the period of “recurrent recessions 
and the Great Depression in the 1920s and 
early 1930s”.* The cutthroat competition 
among the tonyas led to relentless cuts in 
producers' prices and “ultimately resulted 
in the image of Japanese exports as 'cheap 
and low-qualified products'". 

So, in the late 1930s. with this problem 
compounded by the mounting shortage of 
materials and workforce, the imperative to 
rationalise subcontracting relations and 
weed out inferior producers arose. The 
military authorities rationed materials 
among a select group of producers and then 
cut the unit prices they paid so that “those 
who could not reduce their costs were 
eliminated”. Simultaneously, horizontal 
grouping of subcontractors was attempted 
but this measure could not succeed due to 
internal conflict of interests. As the quality 
of subcontracted work worsened further, the 
patent firms embarked on rationalisation of 
the vertical grouping whereby they seleaed 
the most efficient subcontractors, kept them 
under their direct control, gave them regular 
work-orders, and played an active part in 
bridging the technological gap between them 
and the petty and small producers. They 
trained the employees of the subcontractors. 
They sent instructors from among their own 
staff. They provided the subcontract-sup¬ 
pliers with the equipments like jigs and 
gauges necessary for quality control.” And 
they encouraged division of labour and 
specialisation among the subcontractors 
themselves in a narrow range of activities 
rather than allowing them to do everything 
at their workshops. This vertical grouping 
eliminated the room for the intervention of 
the merchant brokers as intermediaries bet¬ 
ween machinery makers and subcontractors. 
This process of rationalisation was sup¬ 
ported by the government—national and 
prefectural—so as to ensure quality and 
delivery of subcontract supplies not only to 
meet the arsenals' requirements out also of 
other parent firms.In sum, Waunabe 


points out that such vertical grouping “had 
spread far and wide by the end of the second 
world war... These attempts were especially 
intended to maximi.se the industrial produc¬ 
tion under the constraint of very limited 
resources" 

II 

Dynamics of Semi-Factory 
Su bcontracting 

The development of a full-fledged factory 
system in Japan evolved through an 'in¬ 
teresting' process. The stale mobilisation of 
capital in Meiji Japan was not enough to set 
up a network of factories. There were severe 
problems of ensuring labour supply in the 
absence of well-organised external labour 
markets." The employers initially used 
violence in recruiting and keeping labour in 
vain; there were many instances of employers 
ambushing and capturing labourers in order 
to extract labour power out of them. I'hen 
they evolved two strategies: the factory dor¬ 
mitory system and the 'oyakata-kokata' 
system. 

The factory dormitory system was adopted, 
especially in textile industries employing 
predominantly women workers.'- Parallel 
to this was the oyakata system. The oyakata 
were master workmen or independent labour 
contractors “who built up bands of followers 
called kokata”. The employers, especially in 
engineering industries, would “make lump¬ 
sum contracts with oyakata, who would then 
find the labour, determine methods of work, 
supervise the work process, provide payment 
to the workers, and meet any production 
deadlines". The oyakata-kokata bond was a 
peculiar combination of father-child rela¬ 
tionship and exploitation.’’ 

This system of subcontracting (‘internal 
contract') withered away during the period 
from 1910 through the first world war up to 
the 1920s and i930s. The dissolution hap¬ 
pened in an expansionary period primarily 
because of the attacks by employers on the 
oyakata system and its limitations. The 
employers desired direct recruitment of 
labour because of high labour turnover. Also 
they were frightened of labour unrest and 
the threat of $ociali.st and militant union ac¬ 
tivity. They wanted to overcome the shor¬ 
tage of skilled labour through formal train¬ 
ing schemes. Also the oyakata’s monopoly 
of technical expertise was of no use anymore. 
It became evident that they were “incapable 
of transmitting the necessary knowledge and 
skills required for increased production, 
complex machinery (usually imported from 
abroad), diverse products, and new types of 
raw materials".'* The oyakata resisted 
strongly the employers' moves to replace 
them. Interestingly, the early development 
of unions in Japan also was dependent on 
the oyakata. This was a dangerous develop¬ 
ment for the employers but most of them 
instead of casting them aside, co-opted them 
into the work organisation under their direct 
control.'* 

The oyakata and their kokata gangs were 


offered the celebrated life-time enqfloyment 
and seniority-based wage system. The 
management also formally recognised the 
oyakata-\tti unions. This corporate pater¬ 
nalism also embraced systematic manage¬ 
ment techniques. By 1920s the economic 
thrust of the Japanese industries “created a 
cluster of oligopolistic, large firms with a 
wake of small, external subcontractors, often 
headed by retired employees, which were able 
to soak up the financial risks of fluctuating 
product markets. Thus the pay-off by the 
oyakata was supported by creation of the 
dual structure of the Japanese economy"'* 
Some of the oyakata themselves became 
small businessmen on subcontract or not.'’ 

Ill 

Poat-War Period (1955-611 

With the decisive structural change in the 
Japanese manufacturing sector—shift away 
from light towards heavy or new leading in¬ 
dustries such as metal, machinery, auto¬ 
mobiles, elearonics and aircraft—the oppor¬ 
tunities for industrial subcontracting increas¬ 
ed tremendously. 

During the fascinating period 19SS-61, in¬ 
dustrial subcontracting developed as an in¬ 
tegral part of the modernisation and low- 
cost rationalisation programmes of the big 
firms. In the process, it got itself thoroughly 
overhauled. The noted scholar, Shinohara, 
points out that “not only wdth a view toward 
economising fixed capital, evading the in¬ 
stability of business fluctuations, and mak¬ 
ing use of cheap labour, the strengthening 
.of 'keiretsuka' (vertical inter-firm hierarchy) 
has now also become imperative for... the 
big enterprises in order to reduce their costs 
and increase their competitive export power. 
Consequently, this involves reshuffling and 
drastic rationalisation of the production pro¬ 
cess of subcontracting plants!'** This point 
needs some elaboration. 

With the end of the post-war boom that 
intensified inter-firm competition, large 
Hrms retrenched redundant labour force and 
closed down the relatively inefficient plants 
for cost cutbacks. On the other hand the qn- 
precedented tempo by which new technology 
was introduced expanded the optimal scale 
of production. Itehnological innovations 
replaced the traditional 'human wave' pro¬ 
duction methods with automated mass pro¬ 
duction methods. Economies of scale were 
pushed to the fullest extent by means of 
centralisation—mergers—and the conse¬ 
quent integration of production. This fur¬ 
ther intensified inter-firm battle for the 
domestic market share. Such a war was all 
the more fierce in the light of the govern¬ 
ment's anti-monopoly legislation and the 
dissolution of the 2!aibatsu^ and the con¬ 
sequent entry of new firms, liberalisation of 
trade and encouragement to increase pro¬ 
duction scales to internationally competitive 
levels. In this milieu, in order to reduce costs, 
lauge firms had to increase not only their 
productivity but also that of their affiliated 
. subcontractors. 
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The synergetic impact of innovation, com¬ 
petition, mass production and industrial 
growth compelled the large firms to concen¬ 
trate their investments in the core production 
processes—processes where the latest tech¬ 
nologies were the key to survival and winning 
over domestic and foreign competition—and 
farm out for subcontract the hitherto own- 
produced parts, components and widgets to 
superiers within the vertical grouping 
dominated by each parent firm. Thus, the 
industrial subcontracting system deepened. 
Since the success of the assemblers' face-lift 
and modernisation depended on the reliabili¬ 
ty of the subcontractors, the large firms of¬ 
fered direct ‘guidance and assistance’— 
technological, financial, managerial, etc—to 
the parts makers down the subcontracting 
chain.They passed on to their subcon¬ 
tractors financial accounting systems, scien¬ 
tific management, quality control and in¬ 
dustrial engineering techniques such as time 
and motion studies which helped reduce 
costs and increase conformance of produc¬ 
tion remarkably by inducing a shift in the 
layout of the existing machine-configuration 
from ‘batch work system’ to a ‘process flow 
system‘ and standardisation ot work. Con¬ 
sequently, the efficiency and competitive 
sfrength of engineering industry improved 
dramatically.'^ 

A parent firm’s ‘guidance and assistance’ 
took place (and takes place even now) mainly 
in connection with the unit price determina¬ 
tion of their products. Large firms’ demands 
for price cuts and specifications of produc¬ 
tion and cost targets were relayed from the 
large parent firm at the top of the produc¬ 
tion- pyramid, down to homeworkers at the 
bottom, in a way resembling the ‘bucket-relay 
fire extinction’ method. 

Those subcontractors, who failed to meet 
the parent firms’ needs or specifications, 
even with government assistance,^’ were 
either graded down to a lower level of the 
subcontracting hierarchy, or eliminated 
altogether. With the competition amcmg pet¬ 
ty enterprises being stiff, there was little dif¬ 
ficulty in fostering new subcontractor firms 
in place of the old. 

Thke the case of the automobile industry. 
Around the mid-1950s, the mass production 
of cars and other transport equipment neces¬ 
sitated the mass production of parts. But this 
meant that it became necessary for the parts 
makers to break through the narrow market 
of the closed subcontracting system under 
one parent firm. They began to supply stam 
dardised parts to many final assemblers. 

The Japanese assemblers, like their 
counterparts abroad, made engines in-house 
but unlike their rivals subcontracted out the 
rest aggressively. Their subcontracting 
hierarchy included not just makers of parts 
such as piston rings and ball bearings but 
even suppliers of basic raw materials’’ and 
suppliers of accessories such as radios and 
side-mirrors which were installed at the con-. 
sumers* option.’*’ The production at sub¬ 
contractors was brought in line with the pro¬ 
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grammes ot the parent firms through the 
‘just-in-time’ stock control system which 
gave further efficiency boost and conse¬ 
quently outcompeting capacity vis-a-vis the 
rivals abroad.” 

In the electrical equipment industry, radio 

. and television receivers were mass produc¬ 
ed. The makers of electronic parts and com¬ 
ponents for these equipment included, apart 
from the subcontractors subordinated to the 
large firms at the summit, “several indepen¬ 
dent firms of medium-size which supply the 
majority of parts”.’" These parts could be 
standardised ones. There is some evidence 
to the effect that the home electric appliance 
assemblers also manufactured parts.’" The 
nature of the parts and the reason for inter¬ 
nalisation are not specified, though. In¬ 
terestingly, there were instances of large 
makers practising commercial subcontrac¬ 
ting: several small-medium firms producing 
a variety of finished commodities such as 
electric fans, electric cookers, flashlights, etc, 
were taken into the subcontracting hierarchy 
for their products to be sold under the brand 
names of large firms.’® 

Multipurpose, small sized standardised 
parts like bolts, chains, bearings, connectors, 
etc, with many widely varying applications, 
were produced on a large-scale using special 
lathes or single-purpose automatic lathes. 
Larger parts in smaller quantities were pro¬ 
duced using multipurpose lathes. There is 
evidence to point out that in this context, 
there were instances of sbucontractors filling 
orders for very small lots despite an unviably 
large machine downtime, i e, relatively more 
time being spent in setting up the machinery 
for the job, rather than in actual processing. 
This was in order to “maintain amicable 
relations with clients”.’' Thus in the era of 
mass production, the burden of unprofitable 
small-lot production was shifted to the sub¬ 
contractors. Moreover, multi-sourcing for 
each part or a set of parts was practised to 
generate price and quality competition bet¬ 
ween the parts makers.” 

IV 

Industrial Structure and 
Subcontracting in 1960 n and 1970s 

By the mid-1960s the Japanese industrial 
structure was like a massive multi-strata 
pyramid wherein under the main firms 
(parent firms) in respective vertical group¬ 
ings, existed primary contractors/subcon¬ 
tractors below which existed several secon¬ 
dary, tertiary, quarternary and still lower- 
ranked subcontractors each receiving orders 
from direct parent firms one step up in the 
hierarchy.” This had generated a form of 
subordination of the small-medium firms to 
the large, that a noted scholar, Muto Ichiyo, 
has described thus: “though the subcontract 
firms maintain formal independence, they 
are virtually branches of the giant firms. One 
big company...often vassalises hundreds of 
such smaller firms, telling them what to 
make, unilaterally declining the prices of 
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products they deliver, demanding highly . ; 
punctual delivery, imposing high quality re- . 
quirements, and dictating precise techno¬ 
logical innovations at the latter’s cost. The 
subcontracting firms are not all the same 
either. Smaller ones are subjugated by larger 
ones, and in many cases, the actual manu¬ 
facturing is contracted out to poor families . 
where housewives do the assembly work at 
incredibly low piece rates;’’'* 

Adequate quantitative evidence exists on 
the growing importance of subcontracting 
in the Japanese industrial structure between 
the 1960s and the 1970s. Around the 
mid-1960s, nearly 54 per cent of all manu¬ 
facturing enterprises (employing fewer than 
300 workers) were subcontractors. Over 50 
per cent of the small-medium firms in every 
size group were subcontractors to a greater 
or smaller extent.” By late 1960s, the share 
of subcontractors'"' in various industries 
ranged from 30 per cent to 79 per cent.” 

It has recently been pointed out that 65 
per cent of small-medium firms in Japan 
regarded themselves as subcontractors. Not 
only the share of subcontractors but also the 
share of extremely dependent subcont¬ 
ractors’" within the small business world in¬ 
creased over the 1970s.” The subcontrac¬ 
tors are numerically booming in competitive, 
fast growing industries such as precision 
machinery, transport and electric^ machi¬ 
nery. In these industries, 70 per cent of the 
small-medium business establishments are 
subcontractors. In petrochemicals, the sub¬ 
contractors are less than 40 per cent of the 
small-medium firms. 

More than 75 per cent of all but the 
smallest companies use subcontractors and 
interestingly, microscopic or tiny ones too 
subcontract out.^ The number of subcon¬ 
tractors increases steadily with the size of the 
parent firm. In the case of large companies, 
the labour employed in subcontracting firms 
was “sometimes more than 50 per cent of 
the direct labour going into their product”."' 

The dependence of subcontractors on 
parent firms shoots up as firms shrink in 
size. The enormous degree to which small 
firms are at the mercy of big firms can be 
gauged from the ratios of their sales to three 
major customers to their total sales."’ 

The unique feature of the Japanese sub¬ 
contracting system is the way it stretches 
through a re-subcontracting chain. As the 
firms become smaller in size, their involve¬ 
ment in re-subcontracting rises."’ Here it 
may be noted that “although medium-sized 
firms are victims of the subcontracting 
system, they can more often than not avoid 
its worst effects by re-subcontracting work 
out to even smaller firms”.** 

The distribution of small firms and sub¬ 
contracting activity in different industries in¬ 
dicates that a large proportion of the small 
firm population is entrenched in subcontrac¬ 
ting in the industries undertaking assembly 
or discrete processing activities, or whose 
output can be easily broken in time and 
plaM into different phases that can be moved 
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between different roofs. There is no infor¬ 
mation on the nature of the work subcon¬ 
tracted out in dimensional-product in¬ 
dustries such as chemicals and petroleum.'*' 

In relation to the size-distribution of 
firms, it has been found that in the smallest 
size group (within three or fewer workers), 
as many as one-third of the total number of 
enterprises were tied to one parent firm Thi.s 
suggested incrca.sed ‘stability’ in their rela¬ 
tions with the parent firm, unlike the welter 
of 'floating' relations in the pre-world war 11 
period. Moreover, with the exception of a 
few industries, notably garments and food 
processing, manufacturers were dominant 
among parent firms. This is attributed to the 
conspicuous decline in the position of the 
trader (merchant capital) as a nodal point 
in the subcontracting network, especially in 
the pdst-war period, in comparison to the 
rising pre-eminence of the maiiufaaurcr (in¬ 
dustrial capital) in the process of heavy in¬ 
dustrialisation.^ Though the post-war story 
of subcontracting is one of widening and 
deepening of indu.strial subcontracting, the 
persistence and resurgence of commercial 
subcontracting cannot be ignored. And to 
this, we turn, next. 

V 

Persiatence of Subcontrarting in 

Community-based Industries 

Considering first the 'community-based' 
industries^’ they are a cluster of small and 
microscopic enterprises (with less than 20 
employees) all belonging to the same in¬ 
dustrial category. They are pan of the local 
communities in practically every prefecture 
in Japan. There are about 3.^0 such clusters 
or 'production regions’ in Japan. These in¬ 
dustries account for a tenth of the total 
number of small-scale industries. They 
manufacture an assortment of special pro¬ 
ducts—consumer goods and capital goods, 
as also daily necessities and traditional craft 
articles, including items specific to Japanese 
culture, for local, national and international 
markets. However, their domestic market 
orientation has been considered to be greater 
than their export orientation. Recently, big 
business (manufacturing or commercial cor¬ 
porations) has made a big entry into these 
industries, wherever the structure of produc¬ 
tion or marketing has given them increasing 
returns to scale. 

These industries are organised in terms of 
a mix of two modes of production: social 
division of labour involving subcontracting 
relations and integrated factory-type opera¬ 
tions. Under the latter, there are independent 
manufacturers with direct connections with 
wholesalers or large retailers (like super¬ 
market companies) or small-.scale retailers. 
Most of these producers sell their goods 
through the brand names of the wholesalers 
and retailers. In this sense, they are subsum¬ 
ed undo- commercial subcontracting arrange¬ 
ments. Some have, however, developed their 
own trademarks. 

The integrated factory system means the 


internalisation of all production operations 
in a single plant, for example, as in the case 
of canned foods and western style or 
Americanised furniture. The former, by its 
intrinsic nature, does not lend itself to sub¬ 
division, while the latter could ideally be 
mass produced, assembly-line style. 

Most of the community-based industry- 
products are produced through subcontrac¬ 
ting relations co-ordinated by wholesalers. 
As such, the community-based industries are 
also referred to as 'wholesaler-based' in- 
dustiies. But actually things are much more 
complex. The central firm may either repre¬ 
sent commercial capital and be a local 
wholcsaler-ciim-producer or repre.seni in¬ 
dustrial capital and be a 'maker' despite the 
detailed division of labour and whether the 
maker really iindeitakes pan of the pioduc- 
tion ot not 

I he wholesaler-producers are at the apes 
of the production and sales setup, I hey 
determine designs, quality and delivery 
schedules. They do market research, product 
planning, product development and design 
development. They also do final assembly, 
processing, decoration and packing. They 
offer technical assistance to the subcontrac¬ 
tors. The number of subcontractors is greater 
than the number of whole.salers. The sub¬ 
contractors have a hierarchy among them 
with the subcontractors and piecework- 
homeworkers at the bottom performing the 
most labour-intensive operations requiring 
the greatest manual skills. Since the whole¬ 
saler-producer co-ordinates the work of 
many specialist subcontractors, each in 
charge of a component process or subprocess 
of production, he is the linchpin or 'system- 
organiser'. 

There are a good number of reasons for 
the tenacity of the subcontracting system in 
these industries. First, there are no economies 
of scale. The central firms grow not by ex¬ 
panding their own production capacity, but 
by using subcontractors. This may be due 
to technological constraints in general. For 
instance, ma.ss production may be rendered 
impo.ssible by the specific nature of the in¬ 
dustry, or technical retardation (for exam¬ 
ple, in garments, where the process of pro¬ 
duction still remains dominated by manual 
methods). Further, the intrinsic qualities of 
certain products, the viability of traditional 
craft technology requiring manual skills of 
a high order, special designs or artistic and 
exotic qualities, the premium placed on craft 
as opposed to standardisation, and other 
technical dilemmas (for example in the pro¬ 
duction of lacquerware or cosmetic cabinets) 
may make mass production undesirable. 

Another important factor is that these in¬ 
dustries include many where the production 
proces.s can be split into different technical 
phases, and carried out in different places. 
Still another reason for the sustenance of the 
social division of labour is the availability 
of cheap labour (housewives in ru^ areas, 
junior members of a family, middle-aged or 
elderly persons, etc, who work to supplement 
family income). 


Setting up shop under a highly developed 
social division of labour is easy, beause the 
capital requirements are minimal, and more 
importantly, it facilitates dispersion of risk 
and affords a greater degree of protection 
from recessions. Historically, the commu¬ 
nity-based industries have survived several 
death-dealing blows because of this func¬ 
tionality of the social division of labour. The 
parent firms could eliminate all their over¬ 
head expenses in times of economic down¬ 
turn, and the workers could shift to agricul¬ 
ture or other jobs Moreover, whenever raw 
material costs rose, but prices could not be 
increased accordingly, the cost increments 
were partly borne by the wholesaler and 
partly passed on to the subcontractors—an 
indication ol the virtue of ‘obligated rela¬ 
tional lontiactmg' in lapaii. 

'1 he social division of labour has been 
facilitated by infrastructural improvements 
in the production regions. It persists because 
of Its adaptability and tlexibiliiv in diversi¬ 
fying the product-mix according to changing 
tunes, I e, in producing a wide range ol pio- 
ducts in small lots and extending the life 
cycle ot traditional products by re-organising 
the established technology and skills or by 
introducing new technology and materials 
A classic example is the cigarette lighter 
which has been transttumed Irom the old 
nml-aiid-wick type to pie/o-clectric and elec- 
tionic type 

This mode ol production has facilitated 
.some employees of the primary subcontrac¬ 
tors to become subcontractors. It also has 
improved the economic status of some sub¬ 
contractors but It has, at the same time, 
reduced the numbet ol subcontractors in the 
context ol laboui shortages. Yamazaki 
points out that Ihe "old vertical relation of 
domination is not as strong as it was in Ihe 
past”, though the domination of the domi¬ 
nated continues in terms of Ihe secondary 
and tertiary subcontractors acting as proxies 
of the prime contractors by supervising pro¬ 
cess control at cottage units or homes. 

It may also be noted that the wholesaler- 
producers of a production region could very 
well be subordinated to those in distant 
market centres. So, the orders come from the 
retailers or trading houses to the local 
wholesaler-producers who then orders for 
raw materials and farms out the work on 
subcontract. Thus the raw material suppliers 
(who do some further processing) are part 
and parcel of the social division of labour 
involving subcontracting arrangements. 

Case of Tf.xtile Indusi ry 

Foreign competition^" has attacked the 
Japanese textile industry’s labour-intensive 
lines of standardised quality (such as cotton 
yarn and fabric and clothing). This competi¬ 
tion has become all the more threatening due 
to changes in Japan’s complicated distribu¬ 
tion system which had been hitherto acting 
,a$ a barrier to entry into the Japanese 
markets."’ In this milieu, the industry has 
been undergoing structural adjustment 
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within Japan on the basis of moving up¬ 
market and product differentiation and sub¬ 
contracting relations in the production 
sphere. 

The Japanese textiles industry now “con¬ 
sists of .scores of big firsts specialising in 
fibre-making and spinning on the one hand 
and a great number of small and medium 
firms specialising in weaving under subcon¬ 
tract with big spinners or trading companies 
on the other”.’® This vertically disintegrated 
structure is different from the integrated pro¬ 
duction of all processes by the larger firms 
in the four Asian Tigers (South Korea, 
Taiwan, Singapore and Hong Kong). 

The reorganisation of the industry has 
followed these ways: first, a large number 
of medium firms each with a score of sub- 
cpntracting small firms are expected to sur¬ 
vive the competitive onslaught by substi¬ 
tuting super-automatic looms for automatic 
looms. Automation offsets rising wages by 
kicking out many employees. On the other 
hand, the small family labour weaving firms 
“will leave the industry sooner or later”.” 
Second, the major firms while going for 
super-automatic looms have also “maintain¬ 
ed subcontract relationships with a score of 
small weavers, allowing these to specialise 
in 'differentiated high-quality products in 
small lots, thus taking full advantage of 
long-accumulated skills and know-how in 
‘textile areas’. Ordinary looms are better fit 
for some production lines of differentiated 
products in small lots”;'^ thirdly, they are 
shifting their sales from foreign to the 
domestic high-fashion market by supplying 
high-quality fabrics or apparel with differen¬ 
tiated finishing and, more importantly, by 
prompt deliveries which the foreign com¬ 
petitors cannot offer. 

VI 

19608 and After 

The mid-60s saw the hitherto labour 
suiplus situation turning into a labour shor¬ 
tage situation. As a result, the tight labour 
market began to progressively erode the 
labour cost advantage of the smaller firms. 
In this scenario, they were compelled to 
modernise themselves (with pressure from 
the parent firms and with assistance from 
the government) through larger investments 
in advanced physical equipment for produc¬ 
tivity boost. Those who failed to upgrade 
their techniques lost ground and disappeared 
from the .scene.” 

The thesis of narrowing wage differentials 
will have to be qualified by recognising the 
fact that the narrowing happened between 
the assemblers and la^ subcontractors but 
that the differentia] between large assemblers 
proper or subcontract assemblers or large 
parts-making subcontractors and the smaller 
subcontractors down the pyraniid remained 
considerable even in !97()s and widened 
too.*^ Furthermore, the large-small wage 
differential in Japan is significantly greater 
than that in some European countries.” 
Apart from wage disparities, other labour 
condititHis in small- medium flrms continue 


to “mnain a blind spot in the Japan 
model”.” For example, working hours are 
longer” and the rate of industrial accidents 
higher” as the size of the firm declines. 
Also the degree of unionisation declines 
rapidly as the firm size shrinks.” 

The mid-60s also saw product market 
saturation, which forced the Japanese 
bourgeoisie—-big and small—to attack all 
types of top-heaviness and inflexibility in the 
productive sphere in their plants as well as 
m their subcontractors’ so as to flexibly react 
to the capricious market, or even create new 
markets via innovation. In the automobile 
industry, the car makers have farmed out for 
subcontract even final as.scmbly and started 
forcing the small and inefficient subcontrac¬ 
tors to flexibly automate at a rapid pace 

Consider the bond between new product 
maikcts and new technology. Tlie saturation 
of product markets has led to intense com¬ 
petition on the basis of more frequent and 
more attractive new products (i e, model up¬ 
dates). In other words, the hie cycles of pro¬ 
ducts arc becoming shorter and shorter and 
there is compulsion to produce c.isicr and 
cheaper product variety in short runs. These 
new circumstances have exposed the bank¬ 
ruptcy of conventional Fordism in mass 
assembly industrie.s. On the other hand they 
have also exposed the glaring uneconomical 
limitation of engineering parts in small bat¬ 
ches. But with the development and diffusion 
of computerised mechanisation involving 
robots and numencally-controlled machine 
tools, both the problems have begun to be 
fairly successfully tackled.®" 

In these changing times, the greatness of 
Japanese ’relational capitalism’ has been 
praised thus: “First, the relative security of 
such relations encourages investment in sup¬ 
plying firms. The spread of robots has been 
especially rapid in Japan’s engineering sub¬ 
contracting firms in recent years, for exam¬ 
ple. Second, the relationships of trust and 
mutual dependence make for a more rapid 
flow of information. In the textile industry, 
for instance, news of impending changes in 
final consumer markets is passed more 
rapidly upstream to weavers and yarn dyers; 
technical information about the appropriate 
sizing or finishing for new chemical fibres 
is pas.sed down more systematically from the 
fibre firms to the beamers and dyers. Third, 
a by-product of the system is a general em¬ 
phasis on quality. What holds the relation 
together is the sense of mutual obligation... 
A supplier who consistently fails to meet 
quality requirements is in danger of losing 
even an established relational contract!’®' 

VII 

Small'Mediuni Industry Problem 

The unilateral power to penetrate the 
methods of production and dictate price 
cuts, directly or by proxy, seems to have risen 
over the 1970s and 1980s although the 
Japanese elite bureaucratic department, 
ministry of international trade and industry 
(MITI), daimed in the early 1970s that there 


was a growing tendency to determine the 
contract price or processing fee by bargain¬ 
ing rather than by one-sided orders from the 
larger firms, and hence increasing indepen¬ 
dence of smaller subcontractors.®* 

The power of the parent firms to dictate 
or expand and cut orders to subcontractors 
or independent suppliers irrespective of their 
size has been found to be all the more pro¬ 
nounced with the yen spiralling upwards and 
with competition becoming excessive in the 
domestic and international markets. Coerdve 
price cuts as well as shifting of financial 
troubles down the pyramidal subcontracting 
system have been discussed at length in 
Japanese literature on the basis of accumu¬ 
lating evidence in various industries, under 
the phrase “small-medium industry pro¬ 
blem”. According (o Shinohara, whether 
times are good or bad, in general, “orders 
from large enterprises to subcontractors ate 
understood to be ‘at the limit’, i e, coercive 
from the viewpoint of small-medium sub¬ 
contractors”.®-’ 

That a parent firm facing difficulties can 
exploit its larger subcontractor by extracting 
more credit from it (in other words by delay¬ 
ing payments) and that the larger subcon¬ 
tractor in turn can save itself from sinking 
by extracting more credit from its minor sub¬ 
contractor i» exemplified by the case of 
Nissan in the context of the 1974 depression 
in cai sales.And this is not an exceptional 
finding. 

A report in the late 1970s describes the im¬ 
pact of yen spiral on subcontractors thus: 
"subcontractors usually get the short end of 
the stick, since contractors... deal with the 
appreciating yen by ‘asking’ subcontractors 
to reduce the price of parts in order to keep 
dollar prices low. Subcontractors usually 
comply with those demands, since the parent 
firm’s logic is mercilessly persuasive; if ex¬ 
ports slow down, so do orders to subcon¬ 
tractors... of all the firms in Tokyo which 
used subcontractors, 45 per cent had either 
negotiated price reductions or cut back their 
orders because of yen spiral... Despite the 
pressure, few subcontractors have gone 
under... because, like the big firms at the top, 
they too can pass the buck—to their own- 
subcontractors. Eventually the little guy at 
the bottom, often a housewife or a retired 
worker, is the one who ‘gets the axe’. ”** 

The same report continues to describe the 
harsh treatment accorded by the parent firms 
thus: “Subcontractors in both hard chrome 
and cast iron manufacturing have compalin- 
ed to the Fair Ttade Commission that con¬ 
tractors are forcing unreasonably low order 
prices by taking advantage of the fierce com¬ 
petition among subcontractors. In the textile 
industry, the situation deteriorated to the 
point that... the Fair Tfade Commission of 
Japan had to order textile contractors to 
cease unfair price tutbacks and arbitrary 
refusals of products ordered. But those who 
have the roughest time making a go of sub¬ 
contracting are home-based subcontractors. 
The number of home-based subcontractors 
dropped... Though the Subcontracting Law 
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requires complete payment within 60 days 
after delivery, the law also permits payment 
by bill... some firms issued notes requiring 
delays of upto six months or even a year. In 
addition... subcontractors also suffer unjust 
product rejections, default on contract 
prices, and other heavy-handed treatment by 
parent firms. Subcontractors are urged to fite 
complaints, but the majority remain silent, 
apparently out of fear of retaliation!’*^ 

According to some other surveys in the 
textile industry, it is interesting to note that 
"suppliers with verbal contracts ate more 
likely to have goods returned for quality 
deficiencies than those with proper written 
contracts”.*’ Yet another finding, in con¬ 
tradistinction to the bad stories, is from the 
surveys of trends in subcontracting which 
“indicate that the number of subcontractors 
has been increasing where ‘the determination 
of the prices of orders strongly reflects the 
position of subcontractors’ and where the 
’parent’ firm from the start indicated (to 
subcontractors) its procurement schedule, so 
that a movement to improved subcontrac¬ 
ting transactions can be seen!’** 

Intervention bv ‘Deveiopmi-nial 
State' 

The Japanese government has instituted 
.a few laws or checks and balances io guard 
against the abuse/misuse of power by parent 
firms vis-a-vis their child companies.** The 
1970 Law for General Promotion of Small 
Subcontractors sought to effect “(1) better 
subcontractor productivity and product 
quality or performance of subcontractors, 
(2) delineation of sectors to be client-sub- 
contracted and improvemen't of the method 
of orders, (3) equipment modernisation, 
technical improvement, and business co¬ 
operation of subcontractors, (4) improve¬ 
ment in trade conditions including methods 
of determination of unit prices, inspection 
of delivered products, and (5) promotion of 
organisations of subcontractors". It also 
advocated formulation of subcontractor 
promotion programmes by co-operatives in 
metalworks and machine tools, heavy elec¬ 
trical appliances, home electric appliances, 
automobiles and auto parts, and ship¬ 
building and marine engines. By the early 
198()s, “there have been one plan for auto¬ 
mobiles and autoparts and nine for ship¬ 
building and marine engines”. The law also 
brought into existence subcontractor promo¬ 
tion associations and non-profit organisa¬ 
tions which, “present in all the prefectures, 
provide brokerage services for subcontrac¬ 
ting; settlements of disputes arising from 
subcontracting; information guidance to 
subcontractors on relocation; and 
managerial and technical advice”. 

The 1956 Law on Prevention of Delay in 
the Payments of Subcontracting Charges 
and Related Matters was meant to protect 
small subcontractors not only from delayed 
psQments but also from undue reduction of 
prices, and other unfair practices of client 
enterprises. This law “has a dual purpose: 
the prevention of the abuse of superior 


baigaining positions, as under the Monopoly 
Law, and the protection of small business!’ 
Specifically, it requires parent firms “(1) to 
provide subcontractors with documents 
specifying details of orders made, (2) to set 
dates of payment within a maximum 60 days 
after delivery, (3) to refrain from unreasona¬ 
ble refusal or acceptances, discounts in 
prices, returns of goods received, pricing at 
unreasonably low levels, compulsory com¬ 
bined purchases, retaliatory measures for 
reporting to the Small and Medium Enter¬ 
prise Agency or Fair Trade Commission, 
early offsets of the charges for taw materials 
and the like against subcontracting charges, 
use of undiscountable commercial paper, 

(4) to pay interest on delayed payments, and 

(5) to maintain records of subcontracting 
tran.sactions”. 

The Fair Trade Commission “reviews any 
violations brought up to its attention cither 
by its own investigation or by reports from 
the Small and Medium Enterprises Agency, 
and asks the accused firms to rectify such 
violations speedily. Should the enterprise fail 
to comply, the Fair TVade Commission will 
publish the names of violators, penal punish¬ 
ments also apply to certain actions, such as 
false reporting!’ 

Nobody really knows how far the inter¬ 
vention by the ‘developmental state’ on these 
sound lines has had the power of equipping 
the small firms with countervailing power 
against big business. Government legisla¬ 
tion, needless to say, is usually conspicuous 
for its idealised words rather than effective 
concrete actions against the abuse of power 
by big business; the larger firms in Japan 
continue to exercise their power ‘with im¬ 
punity’.’® While MITI “like a solicitous 
mother, nurtures and protects its industries”, 
the Fair IVade Commission “seems to be a 
powerless voice whose warnings and protests 
have little effect”.” 

VIII 

Labour Rationalisation Schemes 

Business recessions have become very fre¬ 
quent especially from the early 1970s on¬ 
wards. In this milieu, the employees of the 
marginal subcontractors in the hierarchical 
system are among the first to act as the relief 
valve. As Sandeman puts it well, “the labour 
market works very smoothly, even ruthlessly, 
although labour tends to be shed a little later 
by big companies during a recession as they 
try to hold on to their workers, firing casual 
workers (nearly 10 per cent of the country’s 
labour force), passing unemployment down 
to weaker subcontractors”.’^ It is the flex¬ 
ibility of the labour market via labour-only 
subcontraaing that needs some elaboration. 

The famous life-time employment of 
regular workers is a misnomer because they 
are compulsorily retired at the age of 55. Nor 
do they have guaranteed employment in the 
Japanese ‘relational capitalism’. Muto Ichiyo 
writes: “In fact, ... hundreds of thousands 
of workers assumed to be protected under 
this system were kicked out, the older ones 


first, when the capitalist crisis of the 1970s 
arrived!’” Also, many of these regulars 
must have been made redundant and expelled 
due to the introduction of computerised pro¬ 
duction techniques. Further, as the percen¬ 
tage of the middle-aged and old-aged workers 
rose and led to inefeasing wage pressure, “the 
principle of seniority has been progressively 
replaced or supplemented by the output or 
job- related wage principle. "’■* 

This is not all. The overtime, bonuses, and 
allowances of the regulars have been reduced 
to cut labour costs.” The seniority princi¬ 
ple has also been bypassed by increasing the 
percentage of the workers outside it. These 
are temporary workers, subcontract labour, 
seasonal or occasional workers, part-time 
workers—overwhelmingly women, mainly 
elderly housewives.’* These workers are 
buffer groups who are “severely discrimi¬ 
nated against and treated differently from 
regular employees in every conceivable 
way..!”’ They are conspicuous by their 
preponderance in steel, shipbuilding,” 
machinery, automotive and electrical equip¬ 
ment and construction industries. Thy per¬ 
form various auxiliary tasks and even some 
mainline tasks at the mam plants of the big 
companies 

For example, the drastic increase in 
labour-only subcontracting and the conse¬ 
quent decrease in the use ol temporary 
workers from 1960 oi mid-60s onwards has 
been one of the series of lationalisation 
schemes adopted by the steel industry This 
segregation strategy’s aim has been to 
minimise the directly employed workforce 
and maximise the u.sc of subcoiiiiactual 
workers. 

The labour-only subcontracting system in 
the steel industry tackles several operations 
grouped under different types of subcontract 
that could not adequately be automated or 
computerised. There are ‘operation’ subcon¬ 
tracts to take partial charge of production 
processes and for doing an operation intrinsic 
to steel-making, such as moving molten 
metal from the furnace to the mill, and the 
treatment of ash, slag and oil waste. There 
are ‘transport’ subcontracts to do acceptar^e 
and transportation of raw materials, the 
transport and shipping of products. There 
are ’maintenance’ subcontracts to undertake 
maintenance of machines and equipment. 
There are ‘construction’ subcontracts and 
’repair’ subcontracts (to do repairs qn fur¬ 
naces) and subcontracts to do packaging and 
other accessory processes. The subcontract 
labour perform all these operations “follow¬ 
ing computer instructions given by the 
unified command of the mill”.’* 

Since the dependency on subcontract 
labour has been increasing, the big com¬ 
panies collaborate with the subcontracting 
companies or hiring agents to suppress any 
unionisation drives among the subcontract 
labour.*® 

One more very important segment of the 
low wage pools of li^ur that the Japanese 
capitaBsts have been creating for themselves 
since 1960$ is women. As the supply of 
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young and relatively unskilled workers could 
not keep up with increasing demand for 
them, big business and the government 
started aggressively recruiting the housewives 
to part-time and temporary jobs under the 
so-tailed euphemism: ‘Women-power policy’. 
The rapid rise in women’s participation rate 
has corresponded to the onset of rationalisa¬ 
tion and computerisation in factories (and 
also in offices) which, have simplified the 
labour process and lowered job qualifica¬ 
tions. Male workers are kicked out and 
women taken in simply to save on labour 
costs.*' 

Women workers, especially the older ones, 
have also been hired on part-time basis by 
small businesses including subcontractors, 
as part of their reaction-cost-cutback 
strategies. The subcontractors or even in¬ 
dependent small-medium Turns further sub¬ 
contract out work, as pointed out earlier, fo 
homes where the work is predominantly 
done by housewives. These women do piece¬ 
work which ranges from traditional jobs like 
sewing, craft work and toy making to new 
kinds of side jobs like “cutting the edge of 
parts for automobile press work, making 
machines for die.sel engine fuel pumps, 
assembling and packing nylon zippers, mak¬ 
ing mosaic tiles, coating wire, and assembling 
parts' for television sets and communicatioii 
instruments’’.*^ 

So much on the low-wage, expendable 
reserve army created and carefully organised 
for exploitation by the Japanese big business 
and the subcontractors (linked through ‘rela¬ 
tional contracting’) in the so-called regime 
of labour shortages and high wages. While 
the small-scale subcontractors arc charac¬ 
terised by their antipathy toward big business 
as reflected in their growing bitterness for 
forcing price cuts or cancelling work orders, 
they are also known for their rabid hatred 
of unions and any form of worker organi¬ 
sation.*’ 

IX 

Baffling 19808 

There are many definitive ongoing pro¬ 
found transformations—some as a conti¬ 
nuation of the past and others as altogether 
new ones—in the 1980s, according to recent 
surveys. 

First, strange though it may appear, there 
has been no shrinkage in the number of sub¬ 
contractors despite several pressures acting 
against them. Rationsdisation of product 
design has reduced (he component count as 
also changed the nature of components, 
thereby shrinking the quantum of subcon¬ 
tractors’ traditional business. The decline of 
some major industries and significant 
overseas shifting of production of rootoi 
vehicles and consumer electronics and the 
growth of international subcontracting have 
also affected the traditional business of the 
subcontractors. They have either followed 
their parent firms overseas or just got 
severed from the erstwhile customers.** 
Pressures like this besides the ones already 


noted above have “provoked a tempest of 
reorganisation within the subcontracting sec¬ 
tor of Japanese economy with nearly half 
of all companies (according to a MITi 
survey covering the period 1979-82) either 
experiencing or expecting to undergo 
changes such as mergers, involvement in co¬ 
operative marketing ventures or upward and 
downward shifts in the pecking order vis-a- 
vis manufacturing principals!’*’ 

Secondly, there has been a structural shift 
in the industries away from big corporations 
and Iqading towards a new generation of fast 
growing and highly innovative, high-tech 
small companies.** These small venture 
businesses are based on computer mechani¬ 
sation in step with the new product markets. 
Some of them specialise in product develop¬ 
ment and subcontract out actual production 
work to flexibly automated subcontractors. 

Thirdly^ there is also a tendency of some 
subcontractors becoming independent and 
subcontracting actual production to 
others.*’ And finally, there is also a tendency 
of growing capital tie-ups between big com¬ 
panies and subcontractors** whereby the 
subcontractors are getting technically face¬ 
lifted or the big companies are becoming just 
‘marketers’, shifting manufacturing to 
subcontractors. 

X 

Conclusion 

It was thought at one time, that sub¬ 
contracting was merely a hangover from the 
days of relatively poorly-developied industrial 
technique. The experience of Japan flies 
decisively in the face of this supposition. 
Even the current phase of rapid techno¬ 
logical advancement has not diminished the 
growth of subcontracting as a principle of 
manufacturing organisation. In fact, the 
continuing competitive advantage that Japan 
enjoys in world markets, may be derived in 
great measure from this. 

Subcontracting, the Japanese style, is in¬ 
deed both amazing and depressing. For one 
thing, the so-called Japanese ‘relational 
capitalism’ is not without strong elements 
of asymmetry, instability and exploitation. 

Moreover, the foregoing portrayal of the 
systems of subcontract in Japan are certainly 
different from the version idealised and 
popularised in less developed countries.*’ A 
moot question in this connection is why sub¬ 
contracting networks comparable to the 
Japanese one in breadth and depth have not 
developed in industrialising countries such 
as South Korea, Brazil, India etc. But this 
opens up a different black box which does 
not concern us here. 

It is also pertinent to ask why the Indian 
government has not had the demonstration 
effect of the Japanese government’s policies 
towards subcontractors. The Ramanujan 
Committee, set up by the government to 
look into the various difficulties and pro¬ 
blems of the smdl ancillaries/subcontrac- 
tors vis-a-vis the Indian big business, sub¬ 
mitted its report in 1978.*° But no follow¬ 


up action has materialised, at least on papef 
in terms of anti-abuse/misuse legislation ; 
against the big units on the lines of th« ; 
Japanese legislation. 

Notes 

[l am very grateful to Sukumar Muralidharan 
and Bernard D’Mello for the improvements ef¬ 
fected and t'o Sudipto Mundle, A Vaidyanathan > 
and Gita Sen for having brought to my notice 
a few writings. However. I am the sole pro¬ 
prietor of all the loose-ends and errors in this 
review-article.] 
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pp 17-18. 

5 Ibid pp 4-18. 
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Shinohara, op cit and by Watanabe (1978). 

In this connection also see Broadbridi^ 
(1966), Chapters 1 and 4. 

7 Watanabe does not explicitly state this. 

8 After the first world war, “the Japanese 
economy entered a long recessionary period - 
lasting until the Great Depression, and a 
new problem phrased as ‘the exploitation 
of subcontracting small-medium factories 
by monopolistic big corporations’, emerged. 
The big corporations shifted the deleterious 
effects of the depression to the subcon¬ 
tracted small-medium firms, in the form of 
reduced payments for subcontracting!’ See 
Shinohara in Hoselitz (ed). op cit, p 10. ^ 

9 Watanabe, op cit. 
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11 Littier (1982), p 148. 
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19 Watanabe. op cit, pp 40-62. 
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standard-setting, and subsidies towards ra¬ 
tionalisation of production in order to lower 
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electronics industries. The parent companies 
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to their retired employees within the sub¬ 
contracting companies so as to strengthen 
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personnel of the subcontractor firms are 
usually included in some kind of presiden- > 
tial club in which the president of the parent , 
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fostered and extends to the individual 
workers and employees of the subcontrac¬ 
ting firms with the goal of sharing the same 
‘spirit’ and of working for the greater pro¬ 
sperity of the whole group. ...there is a ver¬ 
tical line of precedence and authority which 
is often strengthened by share ownership 
and financial help and guidance from the 
one parent company” See Hirschmeier and 
Vui (I975). p .137 

22 “19 studied small auto parts makers almost 
doubled their productivity between 1956 
and I960 in spue of the cut in prices of their 
products by at least 20 per cent during the 
same period. At the national level prices of 
auto parts went down by 30 per cent on an 
average, and by over 90 per cent in regard 

, to certain parts between 1955-60. Further 
the spread of the ‘process flow layout 
system’ at various levels of the subcontrac¬ 
ting system enabled early discovery of 
defects in products and the rejection rate 
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tMitanabe, op cit, pp 56-57. 

23 It is tedious to mention here all the measures 
and institutional arrangements with which 
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small-medium firms in the post-war period. 
The measures included, inter alia, financ¬ 
ing, management advisory services through 
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trends, technical levels etc., research and 
development, technical training to workers, 
business conversion, co-oprative organisa¬ 
tions (flrst to cope with excessive competi¬ 
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added and bargaining power), etc. In this 


connection, see Japan External Tkade 
Organisation (hereafter, JETRO) (1981) and 
Komiya et al (ed) (1988), pp 513-39. 

24 Shinohan in HomIUz (ed), op cit, p 77. 

25 Ibid, p 77; Dapjo and Sonoda (1971), 
pp 47,49; Odaka (1978), p 124. 

26 Oanjo and Sonoda, op cit, p 47 
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ly make a panegyric of the ‘just-in-time’ or 
‘kamban’ system, the workers know its 
brutality in terms of its nerve-racking ef¬ 
fects on them al the main assembly plants 
and subcontracting units. See the highly 
disturbing account by Junko (1981). 

28 Shinohara in Hosditz, p 77; Thai the elec¬ 
tronic component producers have further 
subcontracted out to semi-skilled women 
worken in tiny firms or at homes and that 
in 1980 there were an estimated 1,80,000 
domestic outworkers employed on subcon- 
traa has been brought out by Wood (1980). 

29 Danjo and Sonoda, op cu, p 52; they also 
point out (p 54) that the electric machine 
pans makers were rationalised through co- 
opeAtivisation and differentiation accor¬ 
ding to their respective processing specia¬ 
lisation like forging, high-frequency harden¬ 
ing, press work, welding, machining, drill¬ 
ing, gear cutting, grinding, painting and 
surface machining. 

30 Shinohara in Hoselit/, p 76. 

31 Danjo and Sonoda, op cil, p 53, 60. 
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the Japanese car makers even practised in¬ 
ternational multisourcing of parts which 
were competitive in quality, technology and 
price. See Ishihara (1982), p 41 

33 See Watanabe, op cit, p 53; Ichiyo (1982), 


pp 25-26; and Odaka, op cit, p 123. 

34 Ichiyo, op cit, p 26. 
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op cit, p 24, Steven, op cil, p 17. 
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Yamazaki (1980). 

48 See Yamazawa (1980), p 443 

49 “The distribution system in the Japanese 
market has traditionally been characteris¬ 
ed by ‘long and narrow’ channels and high 
distribution cost resulting from small-scale 
retailers and multilayerd wholesalers. This 
complicated distribution system has tended 
to prevent European and American ex¬ 
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market. Recently, however, such large-scale 
retailers as department stores or big super¬ 
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higher prices for raw materials they have to 
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64 Clark (1979), pp 68-71; Tsuchiya (1964), 
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ractors and increase their own production 
capacity Sec Tkkeuchi (1964), p 159. 
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Do Equities Act as a Hedge against Inflation? 

Malathy Prabhakaran 

More than ten years ago Mayya [1977] confirmed that equities did not provide a hedge against inflation. The 
study period was corfined to 1961-73. Capital markets have witnessed several changes in the recent past. Dilution 
of foreign equity by multinationals under FERA, liberalisation of industrial policy and incentives to NRl investments 
led to boom during the late seventies and subsequently, (and in particular) during 1985. The stock exchanges 
alt over the country and in particular the Bombay Stock Exchange have been swiftly changing their profile to 
the new circumstances. Do all these changes also reflect a change in the conclusions of Mayya? 

This article attempts to reconsider the issue. The selected data covers the period 1970-71 to 1985-86. It is found 
that, in general, equities have failed to provide a hedge against ir\flation. Frozen investment channels were better 
in this respect. Further, a comparison of yield structure for debentures, government securities and equities con¬ 
firms that there is a distortion in their risk-return relationship. 


INVESTMENT refers to foregoing present 
consumption for future consumption, the 
link between the two periods being the 
interest or dividend as the case may be. 
Simultaneously, the economy also witnesses 
inflation either due to cost push or due to 
demand pull. Whichever the case may be, 
inflation reduces the purchasing power of 
all commodities ranging from day to day 
items to major items like real e.state, gold and 
silver. Therefore, the worthiness of any in¬ 
vestment should be judged by its real rate 
of return and not by its absolute return. In 
which case, the investor has every reason to 
repent for his improper choice of investment 
in the long lun, if inflation overtakes teturns. 

At present our economy faces a situation 
of double digit inflation rate around 10 per 
cent. Successive plans have experienced 
higher and higher levels of price rise. It was 
confirmed by Mayya [1977] that in an infla¬ 
tion ridden economy like ours, during the 
sixties and early seventies, equities did not 
provide a hedge against inflation. After this 
period, the capital markets have witnessed 
tremendous changes in terms of the listed 
number of securities, traded instruments, 
turnover, volume and awareness of a large 
section of the community about stock 
market investments. Thanks to the foreign 
equity dilution by multinationals and the 
industrial giants like Reliance and TISCO 
who rewarded the investors more than ade¬ 
quately, the message of this manna on the 
earth caught wild fire. Many overnight- 
fliers took advantage of this and the capital 
maikets experienced ’an unprecedented 
boom during 1985-86. Now the boom seems 
to be extinguished due to the unforgettable 
impression left over by these overnight-fliers 
in the minds of investors, and today investors 
are shying away from the markets as is 
evident by the fall in the capital issues. 

Many reasons are attributed for this reluc¬ 
tance. First, many companies which receiv¬ 
ed a favourable response from the pubUc, did 
not reward them by way of dividends: least, 
they did not even care to send the annual 
reports. Those companies which sent the an¬ 
nual rejjorts promptly, often reported losses 
due to ‘unforeseen' circumstances. How long 


can the investors tolerate such replies? 
Secondly, even popular companies’ attitude 
towards certain administrative and pro¬ 
cedural points—in terms of allotment, re¬ 
fund, transfer, etc—was callous and the in¬ 
vestors had to penali.se the capital market by 
'turning their investments elsewhere. Third¬ 
ly, the present stock exchange rules do not 
directly embrace the related officials, 
organisations/persons—merchant bankers, 
advertisement agencies, issue managers, 
several magazines, and ‘counsellors—whose 
number proliferated during the boom. Four¬ 
thly, the banks and post offices were not ful¬ 
ly equipped to face the sudden increase in 
the workload efficiently. Finally and above 
all, the investors mainly blame the brokers 
for all the difficulties they had to face in the 
stock markets. While these hurdles have led 
many investors away from the stock markets, 
if the return on equities have really compen¬ 
sated them, the same investors would come 
back again. 

Naturally, under this new environment in 
the capital markets, it will be interesting to 
find the real rate of return on equities. The 
findings of such a study will be not only 
academically interesting, but will also sug¬ 
gest certain improvements in the stock 
market operations. For this purpose, the 
study is confined to 1970-71 to 1985-86. 

•Wholesale Prices vts - A-yis Variable 
Dividend Industrial Securities 

Ihbles I and 2 give the annual averages 
of index numbers of wholesale prices (base 
1970-71 = 100) of all commodities and in¬ 
dex of prices of equity shares of all in¬ 
dustries (known as variable dividend in¬ 
dustrial securities) respectively, both com¬ 
piled from various issues of the Reserve 
Bank’s Report on Currency and Finance. It 
may be noted that the wholesale prices 
declined only once during 1973-76 and 
registered zero growth during 1978-79. 
Otherwise, it has been continuously rising. 
Deleting the above two years, year to year 
variations in wholesale prices ranged from 
a minimum of 1.7 per cent during 1976-77 
to a maximum of 25 per cent during 


1974-75. The net average rise during the 
period is found to be 9.11 per cent. On the 
contrary, Mayya [1977) reports only 7,8 per 


Table 1; Wholesale Price Movement 

(1970-71^1001 


Year 

Wholesale 
Price Index 

Percentage 
Variation 
from the 
Previous Year 

1971-72 

106 

-t 6.0 

1972-73 

116 

+ 9.4 

1973-74 

140 

t20.6 

1974-75 

175 

+ 25.0 

1975-76 

173 

- 1.1 

1976-77 

176 

+ 1.7 

1977-78 

186 

+ 5.7 

1978-79 

186 

0.0 

1979-80 

218 

+ 17.2 

1980-81 

257 

+ 17.9 

1981-82 

281 

+ 9.3 

1982-83 

289 

+ 2.8 

1983-84 

316 

+ 9.3 

1984-85 

338 

+ 6.9 

1985-86 

358 

+ 5.9 


Source: Report on Currency and Finance. 


Table 2: 

Equity Price Movement 

(1970-71=100) 

Year 

Index of 

Percentage 


Equity Prices 

Variation 


(All Indus- 

from the 


tries) 

Previous Year 

1971-72 

95.1 

- 5.1 

1972-73 

96.4 

+ 1.4 

1973-74 

114.6 

+ 18.9 

1974-75 

112.5 

- 1.8 

1975-76 

97.3 

-13.5 

1976-77 

103.4 

+ 6.3 

1977-78 

107.4 

+ 3.9 

1978-79 

130.4 

+ 21.4 

1979-80 

143.2 

+ 9.8 

1980-81 

159.7 

+ 11.5 

1981-82 

191.7 

+ 20.0 

1982-83 

180.7 

- 5.7 

1983-84 

198.0 

+ 9.6 

1984-85 

212.6 

+ 7.4 

1985-86 

346.5 

+ 63.0 


Source: Report on Currency and Finance. 
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cent inflation rate for his study period. 

One observes that equity prices declined 
in four years—1971-72, 1974-75, 1975-76 and 
1982-83. In 1974-75, the wholesale prices 
registered the highest increase and equity 
prices declined. During the rest of the 
period, equity prices had been rising. If we 
were to-take 1978-79 as the year of the begin¬ 
ning of equity cult (due to FERA dilution), 
then the inference is that fall in equity prices 
were more frequent prior to FERA dilution 
than during the post-1978-79 years. Exclud- ■ 
ing the four years of decline, equity pnee rise 
ranged from a minimum of 1.4f)er cent dur¬ 
ing 1972-73 to a record of 63 per cent dur¬ 
ing 1985-86, indicating the unprecedented 
boom. Overall, equity prices registered 9.80 
per ent growth per annum. Since it is 
customary and valid to remove abnormal 
years, equity prices registered only a 6 per 
cent growth when we exclude 1985-86 That 
is, but for the boom the difference bet¬ 
ween the net average rise in equity prices and 
net average rise in wholesale prices would 
not have been positive. This indicates the 
failure of the equities to provide a hedge 
against inflatioh. 

The conclusion, eventually is the same as 
in Mayya’s [1977] study. However certain dif¬ 
ferences arc there. That is, in the latter’s 
study, covering 12 years, in five years the 
equity prices registered an increase;' and in 
the rest, the prices declined. On the contrary, 
in the present study, in II out of 15 years, 
the equity prices registered an increase. Thus 
the probability of a possible equity price rise 
has increa.sed in the post-seventies and ear¬ 
ly eighties. The data also confirms that (i) 
the number ol years in which equity price 
rise were above the wholesale price rise is six 
out of fifteen in the present study compared 
to three out of twelve in the latter’s study, 
and (ii) the magnitude of the difference bet¬ 
ween the equity and wholesale price rise 
series is extremely sharp in th.e present study 
compared to Mayya’s [1977] study. That is, 
during 1976-77, 1978-79, 1981-82, 1983-84 to 
1985-86, equities piovided a hedge against 
inflation; and in particular, during 1978-79, 
1981-82 and 1985-86, the capital market 
gains were far above the wholesale price rise. 
In other years when equity price index 
registered a rise (5 years) but failed to be 
above the wholesale price rise, equities pro¬ 
vided a partial hedge against inflation. 

To summarise, in the present study cover¬ 
ing 1970-71 to 1985-86, in majority of the 
years <9 out of 15) equities have provided 
either a partial hedge or no hedge against 
inflation. Excluding the boom year, average 
equity price rise (6.0 per cent) is no match 
to the inflation rate (9.11 per cent). Even 
after including the boom period, on the 
average; equity price rise (9 .80 per cent) just 
covered the wholesale price rise (9.11 ^ 
cent) leaving no substantial gains for risk 
taking. 

RELATED Investments (Physical) 


estate prices have registered substantial 
growth, though hardly any official statistics 
is available. The rise is due to excessive 
pressim on land, exorbitant rentals forcing 
the public to opt for ownership, the sudden 
spurt in NRI funds, a substantial portion of 
which found outlet into real estate in the 
absence of any other promising mode and 
the dominance of black money. Precious 


maials forai an integral part of our sodil 
and cultural life History confirms that tlwid 
are risk free assets with promising reward! 
in terms of appreciation. 

Ihble 3 presents the index number of 
prices of gold and silver. During the study 
period gold price did not decline The price 
of sflver dedined marginally during 1972-73. 
In 1973-74 and 1979-80 both the precious 


Table 3: Gold and Silver Price Movement 

(1970-71^100) 


Year 


Gold 

Silver 

Index of 
Price 

Percenutge 
Variation from 
the Previous 

Year 

Index of 
Price 

Percentage 
Vu-iation frmn 
the Previous 
Year 

1971-72 

108 t 

+ 8.0 

105 

+ 5.0 

I977.-73 

131 

-F21.3 

103 

- 1.9 

1973-74 

200 

+ 52.7 

149 

+ 44.7 

1974-75 

281 

+40.5 

209 

+ 40.2 

1975-76 

295 

+ 5.0 

218 

+ 4.3 

1976-77 

297 

0.0 

233 

+ 6.8 

1977-78 

345 

+ 16.2 

231 

0,0 

1978-79 

428 

+ 24.1 

280 

+ 21.2 

1979-80 

626 

+46.3 

429 

+ 53.2 

1980-81 

823 

+ 31.5 

488 

+ 13.8 

1981-82 

929 

+ 12.9 

492 

+ 0.1 

1982-83 

931 

0.0 

522 

+ 6.1 

1983-84 

1,005 

+ 8.0 

654 

+ 25.3 

1984-85 

1,073 

+ 6.8 

670 

+ 2.4 

I98S-86 

1,149 

+ 7.1 

731 

+ 9.1 

Sourer. Report on Currency and Finance 




Table 4: Yield Trends of Bonds, Debentures and Ordinary Shares 





(1970-71=100) 

Ybar 

Undated 

Debenture Ordinary 

(2)-(l) 

(4)-(2) 


3 Per Cent 

Yield Shares Yield 



1986 or Later 





(1) 

(2) (3) 

(4) 

(5) 

1960-61 

4.06 

4.11 4.88 

0.05 

0.77 

l%l-62 

4.16 

4.15 4.67 

-0.01 

0.52 

1962-63 

4.49 

4.35 4.85 

-0.14 

0.50 

l%3-64 

4.66 

4.65 4.90 

-0.01 

0.25 

1964-65 

4.80 

6.46 6.96 

1.66 

0.50 

I96S-66 

5.46 

6.68 8.11 

1.22 

1.43 

1966-67 

5.72 

6.85 7.71 

1.13 

0.86 

1967-68 

5.67 

6.87 8.22 

1.20 

1.35 

1968-69 

5.08 

7.16 6.81 

2.08 

-0.35 

1969-70 

5.05 

7.26 5.75 

2.21 

-1.51 

1970-71 

5.04 

7.31 5.53 

2.27 

-1.78 

1971-72 

5.04 

7.40 6.49 

2.36 

-0.91 

1972-73 

5.04 

7,46 6.99 

2.42 

-0.47 

1973-74 

5.05 

7.98 5.59 

2.93 

-2.39 

1974-75 

5.04 

8.07 5.10 

3.03 

-2.97 

1975-76 

5.05 

8.39 5.43 

3.34 

- 2.96 

1976-77 

5.05 

8.55 6.14 

3.50 

-2.41 

1977-78 

5.04 

8.89 6,47 

3.85 

-3.53 

1978-79 

5.08 

10.00 5.66 

4.92* 

-4.34 

1979-80 

5.05 

10.00 5.83 

4.95* 

-4.17 

1980-81 

4.86 

10.00 5.88 

5.14* 

-4.12 

1981-82 

4.51 

10.00 5.51 

5.49* 

-4.49 

1982-83 

4.42 

10.00 5.86 

5.58* 

-4.14 

1983-84 

4.24 

10.00 5.18 

5.76* 

-4.82 

1984-85 

3.64 

10.00 4.79 

6.36* 

-5.21 

1985-86 

3.54 

10.00 3.43 

6.46» 

-6.57 


i.nit. gold and silver are the mo|t popular MXe : • On the assumption of 10 per cent running yield for debentures, 
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laetais recorded i steep rise in prices ex¬ 
ceeding 40 per cent from the previous years 
level. On an average, gold price rose by 18.6 
per cent and that of silver by 15,2 per cent, 
compared to 9.80 per cent for equity prices 
aHd 9.11 per cent for wholesale prices. The 
conclusion is self-explanatory! 

Related Investments (Financial) 

The government, public sector and the 
private sector compete for the common 
cake—the savings of the economy. The 
government, burdened with the huge public 
debt, tries to mobilise the required funds by 
deficit financing or market borrowing. Ex¬ 
cess of both is harmful. The former means 
higher inflation and the latter ends up with 
a huge interest burden. In recent years; the 
government has been trying to mobilise from 
the market by successive loan issue.s, with 
marginally higher levels of coupon rates in 
order to make the issues more attractive. The 
public sector enterprises also have started 
floating bonds and debentures in order to 
finance their schemes. The attraction of 
these two forms of investments is the tax 
concessions and the risklessness. The private 
sector companies, who form the core of the 
stock markets, strive hard to mobilise capi¬ 
tal through the issue of preference shares, 
convertible debentures, non-convertible 
debentures and equities. 

All forms of assets (financial or physical) 
are subject to purchasing power risk. We 
noted that gold, silver and real estate escaped 
this risk. Government bonds are subject to 
interest rate risk also. That is, whenever new 
bonds are issued with a higher coupon rate, 
the existing bonds of the same maturity with 
lower coupon rate depreciate. Private sector 
investment opportunities lace lurther risks, 
namely, business and financial risks. To the 
extent that the private firms face these risks, 
even the relatively safer instruments Jike 
secured redeemable debentures .issued by 
them ought to reward the investors fo'r the 
same risks. Debenturei interest rates have 
been successively raised from a level of lOper 
cent in 1974 to a ceiling of 13.5 per cent for 
jconvertible debentures and IS per cent for 
non-convertible debentures. 

Up to 1977-78, Report on Currency and 
Finance published redemption and running 
yields for debentures. Later on, when the 
debentures were traded thinly, these yield 
figures were discontinued. So. a flat rate of 
10 per cent running yield is assumed for-the 
post-1978-79 period. The same report also 
publishes the yield on undated 3 per cent 
government securities issued in 1986 or later 
and the yield on ordinary shares. At present, 
the yield on undated security works out to 
be 3.64 per cent as against the historical 
average of 4.73 over 1970-71 to 1985-86. The 
yield on ordinary shares at present is 
3.64 per cent against the historical average 
of 5.84 per cent over the same period. The 
yield data is given in Table 4. 

What is the significance of the yield 
figures on ordinary shares, debentures and 


government securities? Normally, the dif¬ 
ference between the debenture yield and 
bond yield has to be positive in order to 
compensate the risk of holding private debt 
vis-a-vis public debt. According to 
Avadhani's [1978] study, this has been our 
experience too except for the years 1961-62 
to 1963-64, Further, the difference has been 
widening, confirming that the risk of 
holding private debt is well rewarded. 

Figures in column (5), representing the 
difference between the equity yield and the 
debenture yield, have been negative through¬ 
out. Further, the gap is widening in ab¬ 
solute terms Since seventies and early 
eighties did not witness any abnormal con¬ 
ditions, It IS suggestive of an unfavourable 
investment climate. Not only that, the widen¬ 
ing negative gap hints at the .safer in¬ 
struments like debentures yielding better! 

That IS, if wc rank government securities, 
debentures and equities for their risk in that 
order, the scale for reward also should be the 
same. On the contrary, we notice a distor¬ 
tion, with debentures coming first and^thc 
equities relegated to the back. Together with 
the finding that equities either provide par¬ 
tial or no hedge against inflation in most of 
the years and that the other physical forms 
of assets with zero risk yielding higher 
rewards, leads to a more serious distortion 
in the risk-reward relationship of the various 
assets. Both intra and inter asset distortions 
are harmful to the asset preferences of the 
communty. 

The results of the whole exercise is not to 
predict a pessimistic future for equity shares. 


Rather, to caution the concerned authorities 
to implement measures which will improve 
the real rate of return on equities. This may 
need (i) some fiscal reforms in the form of 
abolition of double taxation of dividend in¬ 
come, raising the minimum personal income 
tax levels, extending tax concessions to 
subscription on rights shares also, etc, 
(ii)some amendments in the law to allow 
existing profit-making companies alone to 
become public, thereby reducing the hard¬ 
ships caused by the over-night fliers and in¬ 
efficient managements, (iii) the introduction 
of a wider spectrum of instruments like war¬ 
rants, options which provide hedging 
facilities, (iv) the gearing up of the opera¬ 
tions of Securities and Exchanges Board of 
India, Stock Holding Corporation of India 
and CRISIL to provide the needed investor 
protection, simplified market operations and 
credit rating of various instruments respec- 
tisely, and (v) raising the minimum educa 
lional qualifications to suit the needs ot the 
changing circumstances while admitting 
slock brokers and their assistants 

[Views expressed here arc personal and do not 
reflect those of the Madras Slock Exchange 
where ihe author is a member.| 
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Marketing of B ankin g Services in the 908 ■ 

Problems and Perspectives 

Biswa N Bhattacharyay 
B K Ghose 

This article discusses the problems and perspectives of marketing of banking services in the coming decade. 

The authors review the growth and diversification of commercial banking during the post-nationalisation period. 
They comment on the probable nature of marketing of banking services in the 90s, given the challenges corf ran¬ 
ting the commercial banking. Some questions in marketing strategies like segmentation, customer services, rural 
banking, etc. are focused upon. 


Introduction 

DURING the last decade the commercial 
banks in our country went through signifi¬ 
cant qualitative and quantitative changes 
ahd manifold growth in all business dimen¬ 
sions. The fast changing environment has 
been characterised by rapidly growing size, 
complexity,, uncertainty and ambiguity. On 
the one hand, banks have to shoulder the 
social responsibility to take a leading role 
in the balanced socio-economic development 
of India, and on the other hand, they are 
asked to be concerned about their level of 
, profitability. 

For the past tew years, there is a greater 
trend toward financial sophistication and 
diversification. The dynamic process of 
development and diversification coupled 
with structural, financial and technological 
changes have led to an ever growing com¬ 
petition, not only among banks but also 
from non banking institutions. 

With yields on deposits down, bank 
customers are going to turn to mutual funds 
and other higher yielding financial servi¬ 
ces in a big way. The trend in profit on 
traditional banking is downwards. There¬ 
fore, banks have to offer new high yielding 
financial services, on a large scale. 

In view of the above, it is high time that 
bankers have to realise now the need to create 
new financial services, to improve banker- 
customer relationship, to anticipate, identify, 
reciprocate and satisfy their needs efficiently, 
effectively and profitably. 

For the above purpose, banks must utilise 
relevant marketing concepts to promote 
marketing orientation in planning, opera¬ 
tions, communication and modify existing 
strau^es for attracting deposits on one h^d 
and quality borrowers and users of services 
on the other. 

This article attempts to discuss the pro- 
blem$and perspectives of marketing bank¬ 
ing services in the next decade. The follow¬ 
ing are the major subjects of discussion in 
this article; 

— the growth of commercial banking in 
India, in terms of size, complexity and 
coverage in the post-nationalisation era; 

— the different phases of market divwsi- 
fication in Indian commerce banking; 

— nature of bank marketing in 90s and 
challenges confronting banks; 

— future market segmentation strategy; 


— customer service; 

— rural bank marketing; and 

— overall strategy 

Commercial banking in India 

The crucial role that the banking system 
can play in India to foster institutionalised 
savings and channel funds in desired direc¬ 
tions was recognised in the First Five-Year 
Plan, which emphasised that banking system 
had to be fitted into the scheme of develop 
mem to make the process ol saving and their 
utilisation ‘socially purposive’. After in¬ 
dependence, Reserve Bank of India was na¬ 
tionalised in 1949, with a commitment that 
the central banking institution ot the coun¬ 
try would serve the social and economic ob¬ 
jectives laid down by it. In lYS.*!, State Bank 
of India was created for the extension ol 
banking facilities on a large scale, more 
articularly, in the rural and semi-urban 
areas, and for various other public purix)se.s. 
Subsequently, in ,luly 1969, a major portion 
of banking system, i e, fourteen big banks 
were brought under public sector to meet 
progressively and, serve better the needs of 
the development of the economy, in confer 
mity with national policy and objectives. 
Further, six more banks were nationalised 
in April 1980. 

COMPOSitiON OF Indian Banking 
SEcniR 

The major components of banking sec¬ 
tor in India are exhibited in Table 1. 

Since the public sector banks account for 
92 per cent of the commercial banking busi 
ness, the focus of this paper is primarily on 
the experience of public sector commercial 
banks in the post-nationalisation period. 

Tkble 2 exhibits the changing nature of 
size, complexity of work and coverage of 
Indian banking over the period between 1969 
and 1988. It shows that the growth of bank¬ 
ing industry since nationalisation has been 
phenomenal and it has no parallel anywhere 
in the world. The spectrum of services of¬ 
fered by banks is the widest in this country, 
considering that, elsewhere in the world, 
specialisation is more of the order. 

The range of services offered by a com¬ 
mercial bank in India varies from advances 
to commercial and industrial sector to ad¬ 
vances to priority sector,' i e, to identify 


borrowers and lend money at a subsidised 
rate to the economically weaker sections. At 
the same time a commercial bank has to 
compete with other foreign and private sec¬ 
tor banks for business and profit. Therefore, 
a public sector commercial bank has to per¬ 
form mass banking and at the same time 
class banking for overall development of the 
country. 

PHASES Ol Market Diversification 

There have been three phases of market 
diversification m the operations of Indian 
banking. Indian banking staited on the 
classical Scotish banking line as an inter¬ 
mediary lor taking deposits and to deploy 
funds to working capital requirements of 
trade and industry. During the First Plan 
period, more emphasis wa.s given to indus¬ 
trialisation and banks started catering to the . 
longer capital needs of the industry in¬ 
cluding consortium lending, loans to public 
sector undertaking, etc. This was the first 
phase of diversification. 

With the social control and nationalisa¬ 
tion of banks in 1969, the social banking, 
i e, second phase of diversification had 
started. The share of priority sector advances 
of total credit in commercial scheduled , 
banks went up from about 14 per cent in 
1969 to 45 per cent in 1987. At the same 
time, medium- and large-scale indastry share 
declined from 61 per cent in 1968 to 36 per 
cent 111 1988. 


Tabif. I: CoMi>osiTiON or Indian 

Banking Sfctok ‘ 

{As on 1981) 'I 


Type of Banks 

Number of 
Banks 

I Public sector banks 

28 

a) State Bank group 

(8) 

b) Nationalised banks 

(20) 1 

2 Private sector banks 

51 1 

a) Foreign banks 

(21) } 

b) Other private banks 

(30) A 

3 Regional rural banks 

196 

4 Licensed co-operative banks 

889 

(including 8 .state 


co-operative banks) 


5 District central co-operative 

, 

banks 

36 

6 Primary co-operative banks 

845 

Total 

2045 


1 
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The thifd phase of diversification has 
Started in early 80s when banks had started 
involving themselves in disintermediation 
activities like merchant banking. New capital 
raised in the capital market has grown from 
Its 1 billion a year in mid-1970s to about 
Rs 20 billion a year in mid-l980$. This 
period saw a variety of new innovative 
instruments in the capital market. There was 
a large market preference of convertible and 
non-convertible bonds and public sector 
bonds. Several banks set up merchant bank¬ 
ing divisions, directly or through sub¬ 
sidiaries. Banks have also started mutual 
funds, leasing, housing finance and discoun¬ 
ting house, etc. This was mainly due to 
phenomenal growth in the capital market. 

Marketing of Banking Services 
IN 90s 

After discussion of the nature of Indian 
banking and different phases it has passed 
through, we will now outline future of bank¬ 
ing services in the next decade. Following are 
the major challenges Indian banks have to 
face in the next decade: 

(1) There will be rapid and significant 
changes due to larger disintermediation 
activities in banking. 

(2) There will be fierce competition with 
respect to deposit mobilisation among 
banks themselves and from; 

-r- taxable and tax-free public sector bonds; 

— convertible and non-convertible deben¬ 
tures issued by the industry; 

— equity issue; 

— Unit Trust of India (UTl); 

— Mutual funds; 

—• company deposits with good rating from 
Credit Rating and Information Services 
of India Ltd (CRISIL). 


(3) There will be larger innovative banking 
both in urban and rural markets for 
households and institutional customers. 

(4) Due to increasing awareness among 
households who do not save through 
banks, the number of accountholders in 
banks will increase significantly, mostly 
from semi-urban and rural areas. Banks 
will be required to do mass banking and 
class banking at the same time. 

(5) The innovative banking like portfolio 
management, investment banking, etc, 
will involve a considerably higher risk for 
the bankers and at the same time a 
higher level of profitability. 

To meet these ch^lenges, banks will have 
to gear themselves up with 

— proper information system; 

— new and innovative work technology; 

— rapid computerisation and adaptation of 
new information technology and tele¬ 
communication system; 

— larger training facility of their staff and 
exposure in marketing, computer opera¬ 
tions and management techniques; 

— overall short-term/long-term marketing 
strategy based on updated market 
information; 

— means to educate customers and create 
savings habit and investment culture, 
especially in semi-urban and rural areas. 

Lack of Marketing Culture in Banks 

In Indian banking industry the marketing 
philosophy has not been fully accepted by 
the management as a corporate philo.sophy. 
Though India has the largest network of 
bank branches in the world, innovative 
banking remained years behind the develop¬ 
ment of the new world banking. 

The reasons behind these include; 


— 'regulatory directions exerted by govern¬ 
ment of India and Reserve Bank of India 
in their social banking and priority lend¬ 
ing to weaker sections and high liquidity 
ratios which have reduced the lendable 
resources for commercial and develop¬ 
ment banking; 

— creative and innovative banking is im¬ 
peded because of rigid regulatory frame¬ 
work imposed on'the banking system; 

— the drive and initiative of top executives 
appointed by ministry of finance are 
often frittered away in their efforts to 
execute multifarious directives of the 
government and hence there is hardly 
any time for creative banking; 

— lower level managers and officers have 
dual task of operation; i e, monitoring 
and control and also development; 

— due to pressure of work and extremely 
limited time, offering specialised custo¬ 
mer service and canvassing foi deposit ^ 
credit schemes docs not gel enough 
attention at branch level, 

— proper marketing ol services involves 
prompt and efficient delivery and certain 
kind of risk taking Howevei. public 
sector bank executives do geneially avoid 
risk taking because of fear of account¬ 
ability, and 

— there is deailh ol appropi lale incentives 
for successful marketing activities. 

There will be grcalci awareness ol the need 
of aggressive marketing in banking and 
greater implementation of the same in near 
future. The conventional banking approach 
will not be suitable at all foi promoting 
emerging financial services T his will call foi 
an aggressive marketing approach. Radical 
policy decision and strategies have to be for¬ 
mulated to inject appropriate marketing 
oriented culture in our banks to face the 
emerging challenges in the next decade. 

FuruRL Market SioMi-Nts 

After discussing the probable nature of 
bank marketing in 90s, we will highlight the 
major potential segments for banks. There 
are broadly two major segments m house¬ 
holds in India This arises out of large 
disparity in the income and due to unequal 
growth in urban and rural areas. 

The first segment consists of households 
having similar life styles a.s of the western 
industrial society. This segment is growing 
at a fast pace specially in metropolitan cities. 
The second segment consists of households 
in underdeveloped sectors of rural and semi- 
urban areas and at the same time that of 
informal and unorganised urban sector. 

all-India Savings and Deposits 
Survey (1986) 

National Institute of Bank Management, 
Pune, conducted an all-India field survey of 
90,000 households and 10,000 institutions on 
behalf of the Indian Banks’ Association. 

Interviews were conducted on a face to 
face basis. The sample design adopted was 


Table 2: Pattern of Banking Growth in Post-Nationalisation Era 



June 

1969 

June 

1979 

June 

1980 

June 

1985 

June 

1987 

March 

1988 

No of commercial banks 

89 

136 

183 

268 

279 

NA 

Scheduled commercial banks 
of which: 

73 

131 

148 

264 

264 

NA 

Regional rural banks 

Non scheduled commercial 


56 

73 

183 

196 

196. 

banks 

16 

5 

5 

4 

4 

2 

Number of offices in India 
of which: 

8,262 

30J02 

32,419 

51,885 

53,859 

54,870 

rural 

Population per office 

1,833 

13,337 

15,105 

30,185 

30,209 

30,577 

(in thousands) 

Deposits of scheduled 
commercial banks in India 

64 

22 

21 

15 

15 

NA 

(in Rs crore) 

Credit of scheduled com¬ 
mercial banks in India 

4.646 

28.671 

33,377 

77.075 

1,07,345 

1,18,678 

(in Rs crore) 

' Advances to priority sector 

3,599 

19,116 

22,068 

50,921 

63,753 

74,903 

(in Rs crore) 

Share of priority sector 
advances in total credit of 
Kheduled commercial banks 

504 

5,906 

7,278 

19,829 

25.066 

25,079 

(per cent) 

14.0 

30.9 

33.0 

38.9 

42.2 

41.3 


Soureex-. Banking Statistics, Basic Statistical Returns, Vol 13, RBI, June 1969-MariA 1988. 
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Table 3; Secmentwise Marketing Strategy 


Segments Appropriate Product/Service for the Strategy 

Potential Market Segments 


..Houaebolds 
a) small savers in 
semi-urban and 
ruial areas special¬ 
ly agriculturists, 
production 
workers and 
young generation 


b) professional and 
service workers 


c) retired and about 
to be retired 
persons 


d) high income 
metropolitan 
customers 


e) hosuewives 


Institutions 
a) large corporate 
industrial/com¬ 
mercial sector 


b) medium and 
small size 
industrial/ 
commercial 
sector 


c) rural industry 


a) deposit schemes with door to door and 
at the working place collection facility 
(specially for/production workers) 

b) new innovative location specific credit/ 
deposit schemes satisfying motives 
behind savings 

c) mutual funds 

d) rural credit cards 

a) deposit and credit schemes with high 
liquidity and instant payment facility 
anywhere in India 

b) consumer durables Tinance scheme with 
a package of items depending on 
disposable income of the customers 

c) credit cards, etc 

a) monthly or bi-monthly interest payable 
deposit scheme with post-dated tnterest 
warrants payable anywhere in India 


a) deposit scheme with ATM facihties 

b) tax consultation 

c) portfolio management 

d) consumer finance 

e) credit cards, etc 


a) deposit schemes with door to door col¬ 
lection facility 

b) special credit schemes for unemployed 
housewives 


a) new product like commercial paper 

b) suitable form of zero<oupon bonds and 
warrants 

c) corporate credit cards 

d) working capital loan with pre-assigned 
yearly credit limits for next five years 

e) broad-based merchant banking 

0 international borrowing facilities, etc 

a) factoring 

b) financial counselling 

c) management consultancy 

d) tax consultancy 

e) special counters and branches and staff 
for dealing exclusively for particular type 
of industry 

0 aggressive selling of existing credit related 
products like card, bill discounting, 
export-import finance, guarantees, etc 

g) credit cards 

a) location specific credit scheme 

b) rural credit card 

c) agricultural/industrial consultancy cen¬ 
tres (one centre per 300 villages) 


a) significant promotional 
campaign by personal 
contact pdrferably 
through commission 
agents 


a) promotion by mail shot, 
telephone calls, customer 
meets, hoarding 

b) personalised customer 
service 


a) contacting this segment 
just before retirement by 
collecting list from their 
respective organisations 

b) quality customer service 
to them with due respect 
and courtesy 

a) special cadre of marketing 
officers to be created to 
contact this segment at 
clubs, offices, etc 

b) personalised service 

c) promotion through tele¬ 
phone calls, greeting 
cards, etc 

a) special female marketing 
officers or female com¬ 
mission agents 

b) campaign through female 
voluntary agencies 

a) special commercial 
branch with motivated 
and specially trained staff 
to handle these customers 

b) promotion through 
periodic visits to top 
executives of corporate 
sector 

a) sjrecialised marketing of¬ 
ficers to deal exclusively 
with this segment 

b) promotion through 
customer education and 
increasing awareness of 
different existing and new 
services 


a) promotion through con¬ 
tinuous interaction in the 
management of their 
industry 


a multi-stage stratified sampling design. The 
survey was carried out in 250 selected towns 
and 300 selected villages from all the .states 
and union territories of India (for further 
details see Bhattacharyay |I984|). Universe 
of the sample consisted of all the heads of 
the earning family units (which includes 
his/her wife^husband and their dependent 
children) in India. 

Towns and villages were selected 
statistically with an efficient sampling 
technique from 6 town strata and 2 village 
strata. The ultimate hank savers (those who 
have any bank account m any bank branch 
of India) of this multi-stage sample design 
were the selected households from sasings 
and other types of accountholdcrs trom 
chosen bank branches in chosen towns and 
villages of India The major highlighi.s of 
the survey are reported in Tables 4-11 

The survey reveals that thcie is a vast" 
scope of market diversification and niaiket 
development in the untapped mar),eis both 
in rural and urban areas At the same time, 
looking into usage and awareness ol bank¬ 
ing services among hank savers, there is 
further scope of market penelralion into the 
existing bank customers (sec Tables'4 apd 5). 

Therefore, in 90s Indian banks have to 
take an aggressive market appioach in 
terms of 

— appropriate identification of need' and 
wants of hou.seholds and mstitniions; 

— innovation of appropriate credit and 
deposit related financial product; 

— matching the current and fuluic needs 
and wants of customers (see Table 6). 

-- communicating and ilelivcntig these 
needs satisfying benefits effectively and 
efficiently to the maiket place (see 
Ihbles 7 and 8). 

We outline broad segment wise pioduct/ 
sctvice needs and appropriate strategy to 
promote these services in fable .I. 


CH.STOMI R SfRVKt 

With the niultilanous lesponsibiliiics 
which have developed on banks, since 
nationalisation of major banks, coupled 
with the entry of millions of new types of 
clients who were hithcito out ol reach of the 
banks, the subject of customer service has 
gained crucial importance m marketing of 
banking services. 

The role of the bank m relation to its 
customers is fast changing with rapid expan¬ 
sion. Banks have a large number of custo¬ 
mers of diverse type to deal with and large 
number of newly recruited, promoted and 
demotivated existing staff to attend to them. 

The challenge of the 9C)s is to ensuring ser¬ 
vice to every customer so as to acquire the 
rightful image by potential contribution to 
economic progress and social welfare over 
the next decade that lies ahead. Being per¬ 
sonalised service oriented industry, banks' 
primary aim is creation, maintenance and 
satisfaction of customer-needed service. 

There has been criticism from public. 
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parliament and press regarding the declin¬ 
ing quality of customer service rendered by 
banks. However, NIBM survey (1986) reveals 
that majority of customers are satisfied with 
the traditional coruntcr service (see Tables 9, 
10 and II). Urban customers and institu¬ 
tional customers arc not quite happy with 
promptness and attitude of bank employees. 

This calls for a total reorientation ol 
altitude ot bank employees through proper 
training in marketing of hanking services 
The banking industry is going for a large 
scale computerisation and a telecommunica¬ 
tion network. The primary objective in 
introducing computerisation in the industry 
is to improve customer service and enhance 
productivity leading to increased profit¬ 
ability. 

Customer expectations from banking in¬ 
dustry are as follows; 

— prompt service at the counter—turn 
around time-one point service/uni- 
lellei service; 

— accuracy of records maintained—error 
prevention /frauds; 

— minimum restriction regarding timing 
and location of services, geographical 
proximity; 

— good value for the cost of services; 

— convenience of cu.stomei banking with 
the banks and not with the branches; 


Tabi f 5: Awarinfss of Bank and Non-Bank Savfrs About Various Schemes ; 

(Percentage) 


Category 

Schemes* 

Urban Bank 
Savers 

Rural Bank 
Savers 

Urban Non 
Bank Savers 

Rural Non 
Bank Savers 

1 Post Office 

(a) Savings 

76 

75 

51 

45 

(b) NSC 

47 

33 

12 

8 

(c) RD 

55 

48 

19 

15 

(d) CT Deps 

.T6 

24 

8 

4 

(e) FD 

64 

60 

30 

24 

2 uri 

2K 

— 

— 


T Chit hands 

45 

31 

23 

16 

4 Bonks 

(a) Savings 

KK) 

I(X) 

73 

67 

(b)FD 

82 

81 

47 

38 

(c) RD 

72 

64 

26 

20 

(d) CD 

6? 

50 

18 

13 

(e) Cash Certificates 

44 

25 

9 

4 

5 Company 

(a) Shares 

38 

15 

7 

3 

(b) FD 

38 

16 

7 

3 

(c) Debentures 

32 

— 

— 

2 

6 Miscellaneous 

(a) Lie Policies 

72 

59 

35 

26 

(b) PPF 

32 

15 

NA 

3 

(c) Others 

— 


42 

30 


Notes-. * NSC- National Savings Certificate; RD. Recurring Deposit; CT Deps. Cumulative Time 
Deposits; FD; Fixed Deposit; CD. Current Deposit; I.IC' Life Insurance Corporation; 
PPF: Public Provident I und. 


Tahi 1 6: Moiivfs lOR Savings by Bank Savfrs ,, 

! Percentages) 


— quick disposal of customei needs like 
loan, proposals, etc. 

This can be achieved by introducing a one- 
point service, data capture with tran.sactions. 


Motives for Savings 

Urban Bank 
Savers 

Rural Bank 
Savers 

1 

Provision for emergencies 

82 

85 

processing self-service banking at different 

2 

Provision for old age 

65 

62 

timings and from ditferent geographical 

3 

Provision for children's education 

63 

65 

locations and enhanced service for the price 

4 

Provision for marriage 

58 

64 

paid. 

5 

Provision for festivals 

31 

31 

6 

Provision for acquisition of house/property 

27 

26 

Rurai Bank Marketinc; 

7 

Provision for consumer durables 

26 

24 


8 

Provision for business expansion 

23 

30 

In India, more than 70 per cent of 

9 

Provision for additional income 

19 

16 

households live in rural areas. Therefore, the 

10 

Provi.sion for pilgrimage 

16 

14 

rural bank marketing assumes a significant 

II 

Provision for payment of debts 

10 

II 

importance. To improve rural bank market¬ 
ing in 90s, a well planned markeltng strategy 

12 

Provision for acquisition of farm assets 

10 

46 

Table 4; Profile of Bank and Non-Bank Savers 





Occupation 

Per Cent 

Education 

Per Cent 

Income (Rs) 

Per Cent 


Age (Years) 

Per Cent 

Urban bank 

1 Professionals 

34 

1 Illiterate 

6 

1 0-6000 

10 

1 

Less than 30 

15 

savers 

2 Service workers 

52 

2 Up to HS 

53 

2 6001-12000 

27 

2 

30-50 

59 


3 Agriculture 

3 

3 Graduates 

28 

3 12001-24000 

37 

3 

Above 50 

26 


4 Production 

5 

4 PG and others 

13 

4 24001-60000 

24 





5 Others 

6 



5 Above 60000 

2 




Rural bank 

1 Professionals 

32 

1 Illiterate 

14 

I 0-6000 

31 

I 

Less than 30 

12 

savers 

2 Service workers 

36 

2 Upto HS 

68 

2 6001-12000 

32 

2 

30-50 

59 


3 Agriculture 

21 

3 Graduates 

13 

3 12001-18000 

19 

3 

Above 50 

29 


4 Production 

9 

4 PG and others 

5 

4 18001-24000 

8 





5 Others 

2 



5 24001-40000 

7 









6 Above 40000 

3 




Urban non-bank 1 Professionals 

20 

1 Illiterate 

30 

I 0-3000 

II 

1 

Less than 30 

24 

savers 

2 Servic'C workers 

43 

2 Up to HS 

63 

2 3001-6000 

41 

2 

30-50 

56 


3 Agriculture 

7 

3 Graduates 

5 

3 6001-9000 

23 

3 

Above 50 

20 


4 Production 

28 

4 PG and others 

2 

4 9001-15000 

20 





5 Others 

2 



5 Above 15000 

5 




Rural non-bank 

1 Professionals 

16 

I Illiterate 

42 

1 0-3000 

27 

1 

Less than 30 

15 

savers 

2 Service workers 

23 

2 Up to HS 

56 

2 3001-6000 

34 

2 

30-50 

55 


3 Agriculture 

28 

3 Graduates 

3 

3 6001-9000 

18 

3 

Above 50 

30 


4 Production 

32 

4 PG and others 

— 

4 9001-15000 

13 





5 Others 

I 



5 Above 15000 

8 
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is requited not only for careful observation 
of who are the people, but also how they live, 
where they live and what are their special 
needs, interests and motivation. Based on 
the findings of the NIBM survey [1986) (see 
Tables 4 and 6), new innovative financial 
instruments have to be devised for the rural 
non-bank savers. When a rural area is 
compared with an urban area a lot of 
dissimilarities do tvtisi. However, each of 
them is far from being homogeneous At the 
same time, income trends and financial 
assets vary considerably according to educa¬ 
tion, age, occupation, class, individual or 
family characteristics. 

In the 90s the average deposit per account 
and number of deposit accounts will show 
a rapid increase in semi-urban and rural 
sector because rural banking will become 
further established and different informal 
transactions will be brought within the 
organised financial market There will be in 
creased monetisation and rapid giowtii ol 
savings habit. The major challenge beloie 
bankers is to manage these large number of 
.small savings accounts efficiently, cost 
effectively and profitably 

A recent study undertaken by the public 


TaBI F 7- MtniUM ni AWAULNtSSUI IHl 
DtPOsiT/CRLon Sr m-'Misoi- Banks by Rurai 


Bank Savfks 

Medium 

Percentages 

Newspapers and inaga/ines 

81 

Radio and TV 

9 

Personal contact ' 

1 

Other sources 

9 


Tahi t 8- Enpo.siiri It) MtDiA or Non-Bank 



Sa\ frs 

(Percentages) 

Media 

Urban Non- 
Bank 
Savers 

Rural Non- 
Bank 
Savers 

Newspapers 

40 

28 

Magazines 

14 

9 

Movies 

37 

24 

TV 

9 

2 

Non-response 

— 

37 


sector b^nks shows: 

— banks credit had increased in the rural 
areas, both in terms of> number of 
borrowers and quantum: 

— the quality of lending was found vary¬ 
ing from bank to bank and area to area. 
In certain cases, where bank branch 
managers were involved, viable schemes 
had been worked out, identification of 

. beneficiaries properly made and other 
norms of lending were observed to be 
satisfactory; and 

— schematic and intensive area approach 
was, by and large, on the decline and 
individual, sporadic and scattered lend¬ 
ing was being increasingly resorted to. 

Si'RVK't Area ApproacH 

Based on these findings, a new strategy 
on rural credit marketing designed to serve 
every village of the country has been intro¬ 
duced in the budget foi 1988-89 by the 
government of India. 

The commercial banks and regional rural 
hanks together have over 40,000 branches in 
the rural and semi-urban areas. The number 
of villages exceeds five lakhs and seventy- 
six thousand. Under the proposed dispen¬ 
sation, each bank branch in the country will 
have a designated service area of about 15 
to 25 villages, as required, in the neighboui- 
hood ol the branch. The branch will be 
primarily responsible for meeting the 
appropriate credit needs of the service or 
command area. This is an appropriate 
matketing approach to serve the credit needs 
of the village community. 

Under this new approach, bank officers 
will prepare bankable schemes for the service 
area relevant to the block or even to the 
district. The branch manager will study the 
village data and in consultation with village/ 
block level staff, decide scheme and viable 
number of units thereunder, which he will 
be able to finance in a given time frame. This 
approach would reflect on the one hand the 
credit needs of the village m the framework 
of viable schemes and existing market poten¬ 
tial and availabilities of infrastructure and 
other linkage-support and organisational 
capabilities of the branch to handle rural 
lending on the other. At the same time, this 


Tabif 9: Urban Bank Savlrs' Opinions about Bank Stafi 

(Percentages) 


'"^^About 

Opinions 


Managers 

Officers 

Clerks 

Sub-staff 

Courtesy 

Satisfied 

88 

84 

82 

81 


Non committal 

n 

15 

15 

16 


Not satisfied 

1 

1 

3 

3 

Promptness 

Very prompt 

47 

42 

39 

39 


Usually prompt 

49 

54 

52 

53 


Slow 

'4 

4 

9 

8 

Presence 

Normally present 

94 

93 

91 

91 


Not present 

6 

7 

9 

9 

Attitude 

Positive 

62 

59 

57 

56 


Neutral 

35 

39 

40 

41 


Negative 

3 

2 

3 

3 


I",': 

./:• 


TABLi: 10: Rural Bank Savers' Opinions 
ABOUT Bank Staff , 

(f^rvemegegf v, 

Courtesy and Promptfcss _ ” 


'''-^Opinions SatisTied Non Com- Not 


Staff\.^ 


miltal 

Satisfied 

Managers 

85 

11 

4 

Officers 

86 

12 

2 

Clerks 

85 

14 

1 

Sub staff 

84 

15 

1 




will be giving opportunity for systematic '' 
identification of financial surpluses in the ' 
command area which can be mobilised by 
the branch. 

The service area approach is aimed at 
bringing about an improvement in the quali- ’ 
ty of rural lending, optimising the use of 
credit and establishing better linkages of 
credit with production and productivity. This 
IS a highly innovative approach. In the 90s 
during the Eighth Five-Year Plan period, 
banks have to plan their rural credit/deposit . 
marketing through this noble approach. 


CONCI.US10N 

The dynamic process of diversification 
coupled with technological changes has 
brought Indian banking towards new bank¬ 
ing or deregulated banking. In the 90s, them j 
will be further deregulation which will ' 
expand the field of banking operations. By . 
offering new opportunities, banks will be . 
able to meet the emerging demand for a 
variety of new services based on the concept ^ 
of financial services innovation. Theemer- ; 
gence of the following activities will be ■ 
responsible for this change. 

—- price banking and decline of relational ' 
banking; 

~ new financial concept of ‘money 
manager’ which is the management of 
money position; 

— a higher degree of competition; 

— larger dis-intermediation; 

— commercial papers, zero coupon bonds ; 
and warrants; 

— factoring; 

— portfolio management; 

— mutual funds; 

— venture capital; ' i 

~ electronic funds and information 

transfer; 

— discount house; -? 

— real estate finance and management; ^ 

— broad based merchant banking; -' 

— housing finance and management; 

— management consultancy for small and .1 
medium-scale industry; 

— location specific ruial credit schemes; 

and , ,C 

— smart card. $ 

This new banking in the 90s will require | 

a new market oriented banking which meana.,-,/ 
a new culture, a disciplined, dedicated, ti; 
professional and committed manp(nwi;5;f 
specialised bank employees, spedlliiMjU'j 
branches, strong marketing orgutiutitw:^! 
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Tabi.e 11: Bank Savers" Opinion about Bank Services 


(Percentages) 


'Urban Bank S avers’ Opinio ns Rural Bank Savers’ Opinons 


Services 

Satisfied 

Non- 

Com¬ 

mittal 

Not 

Satisfied 

Satisfied 

Non- 

Com¬ 

mittal 

Not 

Satisfied 

Speedy withdrawal of cash 

82 

15 

3 

82 

13 

5 » 

Speedy acceptance of cash 

83 

15 

2 

81 

13 

6 

Speedy updation of 

passbook 

78 

18 

4 

73 

16 

11 

Legibility of entries in PB/ 

statement of accounts 

78 

18 

4 

NA 

NA 

NA 

Speedy collection of local - 

cheques 

72 

21 

7 

75 

20 

5 

Speedy collection of 

oiitstation cheques 

63 

26 

II 

73 

22 

5 

Sending dr/cr advice 

68 

22 

10 

NA 

NA 

NA 

Intimation of maturity of 
fixed deposit 

67 

21 

12 

NA 

NA 

NA 

Issue/renewal of FDR 

69 

23 

8 

NA 

NA 

NA 

Issue of new cheqe book 

81 

15 

4 

NA 

NA 

NA 

Speedy purchase of demand 

draft 

71 

24 

5 

66 

20 

14 

Speedy encashment of - 

demand draft 

69 

24 

7 

NA 

NA 

NA 

Speedy receipt of money 

through main transfer 

69 

25 

6 

66 

26 

8 

Speedy receipt of -money 
through telegraphic 

transfer 

67 

25 

8 

60 

30 

10 


Note: dr: debit; cr: credit; 

FDR: fixed deposit receipt; 
NA: not available. 


within banks, aggressive marketing, fierce 
competition, higher yield in non-interest 
avenues, lower ntargins and higher volumes, 
higher degree of customer satisfaction by 
meeting new customer's expectation, cost- 
effective and efficient service, proper 
management information system and up-to- 
date information technology, higher pro- 
fitabitity, etc. 

There is a lack of professionalism and 
market oriented banking in our country. 
Therefore in the 90$, radical measures have 
to be taken "to change the character of Indian 
banking to a truly professional, market 
oriented, service efficient banking. Aggres¬ 
sive marketing approach needs to be taken 
in all spheres of banking. The major 
emphasis of marketing will be converting 
social needs to business opportunities. 

This new banking-will be much risky and 
cost-sensitive in nature. Therefore, a profes¬ 
sional marketing plan is requir^ before 
entering these new banking activities. Eighth 
Five-'ifcar Plan (1990-1995) envisages more 
than 6 per cent growth rate of the economy, 
with stress on rural development and 
ren\pval of poverty. Innovative marketing 
efforts should be directed to mobilise the 
nation’s surpluses as envisaged in the plan. 

Banks haw to gear themselves up in terms 
of dumge in information and mechanisation 
ttchnol^, for being able to compete on the 


basis of provision of a comprehensive and 
effective service at the least cost. Due to 
rapid mechanisation and acceleration of 
communication network through satellite, 
instant transfer of fund will be possible and 
banks will be in a position to offer special 
innovative financial services to the special 
class of customers. 

NIBM survey [1986] shows that there is 
a tremendous scope for further penetration 
into urban and rural hou.keholds through in¬ 
novative and creative marketing. This calls 
for location specific innovative banking 
schemes and consequently marketing 
strategy to tap the market potential. 

ICeeping the social objectives of the coun¬ 
try in mind, banks have to strike a balance 
between social banking and this new bank¬ 
ing, i e, high profit and high risk banking. 
The growth of savings has to be maintained 
through mutual fund business which will 
attract a large portion of small savings. This 
would even lead to further savings growth 
in rural and semi-urban areas through the 
banking sector. 

Therefore, the 90s will see an aggressive 
marketing approach in rural and semi-urban 
sectors anticipating, identifying, reciproca¬ 
ting and satisfying the customer’s needs 
effectively, efficiently and profitably and 
thereby improve the banker-customer 
relationship. 


[Paper presented at the 16th International 
Marketing Congress, New Delhi, January 4-7, 
1989. The views expressed by the authors are 
not necessarily those of the National Institute 
of Bank Management, Pune.] 
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Slate level Public Enterprises in India 

An Overview 

T L Sankar 
K INandagupal 
R K Mishra 

State level public enterprises are an important segment of public enterprises in India, being vital instruments 
of public policy for the states. There has been a spectacular growth in the number of these enterprises and the 
investment in them since the fifties. However, their financial record is poor and managerial performance chaotic. 
Internal resource generation is dismal and their accounting systems are in disarray. This paper provides an overview 
and suggests certain measures that can bring them out of the present quagmire. 


PUBLIC ENTERPRISHS (PEs.) in india 
operate at the three levels of administration: 
central, state and municipal Since numemus 
studies have been undertaken on the central 
PEs, the enterprises pertaining to the othei 
two categories have not been systematically 
studied and researched. The paucity of a well 
developed databa.se has been the major con¬ 
tributory factor leading to this sorry slate 
of affairs. The Institute of Public Enterprise 
(IPE), it the instance of the Planning Com- 
miS.sion, is engaged in the task of develop¬ 
ing an extensive database on the SI.PEs. As 
on March .^1, 1986, the database includes in¬ 
formation on the various aspects ot func¬ 
tioning of 636 SLPEs in 24 stales of the 
country. The purpose of this paper is to pie- 
sent a iflacro analysis of the scenario of the 
SLPEs and outline policy implications lor 
the control systems and enterprise 
managements to upgrade the performance 
of these enterprises. The state elcciiiciiy 
coards and the state road transport corpora¬ 
tions have been excluded from the scope of 
this paper as their problems are of a different 
nature and their huge sizes relative to other 
enterprises, distort the analysis. 

CiROWIH 

There has been a massive growth in the 
number of SLPEs. From a mere 51 in the 
1951-60 decade, the minibef of SLPEs set up 
shot-up to 135 during 1961-70. The number 
of SLPEs established in 1971-80 hovered 
around 300. During 1981-86, the number of 
new SLPEs established was estimated to be 
350. In terms of numbers, they are approxi¬ 
mately three-fold of t|ie central PEs. The 
major expansion of central PEs took place 
during 1955-65. The growth was most mark¬ 
ed in the SLPEs during 1971-80. During 
1980-86, on an average, an increase of one 
PE at the central level was followed by an 
increase of two in the number of the SLPEs. 
The SLPE system substantially expanded 
during l%l-80 in Andhra Pradesh, Gujarat, 
Haryana, Himachal Pradesh, Kerala, Maha¬ 
rashtra, Orissa, Punjab, Bihar, Uttar 
Pradesh, and Rajasthan. In many other 
states, viz, Assam, Nagaland, Mizbram, 
Manipur, IVipura, and Arunachal Pradesh, 
the growth of SLPEs has been a more re¬ 
cent phenomenon. The state governments 


have set up the SLPEs, as a policy with 
deliberate intention to use them, as an in¬ 
strument of public policy to quicken the pace 
ol development. 

The rapid growth in the number of the 
SLPts in the various states has imposed on 
them a severe burden for effective manage¬ 
ment 

Ohifc nvEs 

I he central PEs have been set up to 
occupy the commanding heights of the 
economy, lill-up the gap.s in areas critical for 
the development of the country and provide 
wherewithal to finance its planned economic 
growth. The SLPEs owe their existence more 
to histoncal factors and pragmatism than 
ideological considerations. A large number 
of the SI PEs came into being on account 
of the histoiical necessity, in that, the 
erstwhile princely stales were owning them 
prior to the formatidn of the present states 
of the Indian Union. Some of the SLPEs 
were born on account of the decisions of the 
state governments to wind up then depart¬ 
mental economic activities and instead 
organise them in the form of autonomous 
PEs. A large number of these cntei prises 
were set up as public organisations to take 
advantage of the institutional funding from 
the long-term financial institutions and 
development banks. These institutions as a 
policy measure, do not extend financial sup¬ 
port to the government departments. Many 
SLPEs were set up, in pursuance of the 
enactments legislated by the central govern¬ 
ment to make the .states of the union part¬ 
ners in propelling such activities, on the one 
hand, and evolving a uniform framework for 
the control and implementation of policies 
with respect to such sectors, on the 9 ther. 
Another breed of the SLPEs in this category 
relate to the welfare corporations which have 
come up almost in all the states following 
the all-India pattern. Finally, a considerable 
chunk of the SLPEs have seen the light of 
the day on account of the decisions of the 
various sute governments tp assurhe the en¬ 
trepreneurial responsibilities. Control of in¬ 
flation, equitable distribution of scarce com¬ 
modities, mopping up of monopoly profits, 
creation of job opportunities, exploitation 
of local resources, extension of balancing 


facilities and intermediate inputs, and rais¬ 
ing of revenues have weighed heavily in 
favour of this entrepreneurial role: lb sum 
up, there have been very spedfic reasons 
responsible for establishing the SLPEs. The 
performance of these enterprises could be ' 
judged in terms of indicators, having ap¬ 
propriate linkages with their objectives. 

TVPOIXXJY 

The SLPEs, for the purpose of studying 
their typology, could be divided into various 
forms of organisations and their sectoral 
pattern. 

These enterprises have been organised in ' - 
the forms of departmental undertakings, 
statutory corporations and boards, com¬ 
panies registered ui|der the Companies Act " 
and Co-operative Societies Act, and joint 
sector companies. The company form of . 
organisation regulated by the Companies 
Act, 1956, dominated the scene. During ' 
1977, almost 70 per cent of the SLPEs wgre 
having the status of companies registered . . 
under the Companies Act. Approximately - 
15 per cent of the enterprises were statutory 
corporations and boards. The departmental 
enterprises constituted a little less than 10 j 
per cent of the total nuriiber of 588 SLPEs. 

In 1986, the percentage of government com¬ 
panies increases to 80 per cent. The statutory 
corporations and boards constituted ten per 
cent of the total number of the SLPEs. The : ’ 
departmental enterprises were reduced to 
three per cent of the total number of 714 
SLPEs. This shows that the state govern¬ 
ments, in principle, recognised the need of ' 
greater autonomy for the SLPEs. The elimi- 
nation of the departmental enterprises in ' 
Orissa and Bihar strengthens the case. The 
tendency to register the SLPEs under the Co- .. 
operative Societies Act is gaining momen- f 
turn- Most of the welfare enterprises have ■ ' 
fallen in this mould. The reason is not too ; 
far to seek. The SLPEs under this category, fi 
besides discharging an economic activity, <- 
have to enlist the people’s co-operation in ' 
fulfilling their objectives. 

The seaoral pattern of the SLPEs show,, 
that these enterprises are engaged in a vajriety- 
of activities, ranging from the industrial 
development and finaneial promotion,-. S 
trading and marketing, contract and con- ,}| 
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$truction services, consumer goods, engi¬ 
neering goods, development of backward 
regions and weaker sections of the society 
to agro industries, minerals and metals, 
development of small industries and 
tourism. As on March 31,1986, the top five 
sectors in terms of number of the SLPEs 
barring the ‘other’ enterprises were agro- 
based industries, engineering industries, 
trading and marketing, industrial develop¬ 
ment and financial promotion and consumer 


goocls. These categories of enterprises had 
a lion’s share mi the total investment of the 
SLPEs. They represented about sixty per 
cent of investment in the SLPEs, respective¬ 
ly. The analysis of the sectorial pattern sug¬ 
gests that, the policy-makers and the SLPE 
chiefs in their effort to develop a general 
framework to improve the performance of 
these enterprises could be selective in outlin¬ 
ing the detailed action plan for the turn¬ 
around of the units in certain sectors. 


iNVfcSlMENT AND FINANCING PATTERN 

The investment in enterprises other than 
the state electricity boards and the state road 
transport corporations as on March 31,1977 
was of the order of Rs 2,860 crore The total 
investment rose to Rs 10,000 crore as on 
March 31,1986. While inclusive of the state 
electricity boards and the state road 
ttanspon corporations, the investment stood 
at Rs 9,576 crore as on March 31, 1977, 


Table 1: Sectorwise Breakup of State Level Public Enterprises 


Sute 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Ibtal 

1 Madhya Pradesh 

2 

1 

2 

0 

1 

0 

1 

3 

0 

1 

4 

0 

3 

19 

2 IVipura 

1 

0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

1 

4 

3 Manipur 

0 

0 

0 

0 

1 

0 

1 

0 

0 

0 

1 

0 

1 

4 

4 K^izoram 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

0 

0 

<3 

1 - 

5 Meghalaya 

0 

0 

1 

0 

0 

0 

1 

1 

0 

0 

0 

0 

2 

6 

6 Assam 

4 

0 

4 

0 

3 

3 

J 

4 

2 

0 

1 

0 

2 

19 

7 Ooa 

1 

0 

0 

2 

2 

2 

0 

0 

2 

0 

0 

0 

1 

7 

8 Pondicherry 

1 

0 

0 

0 

0 

0 

0 

0 

1 

0 

0 

0 

1 

3 

9 Haryana. 

2 

3 

0 

0 

2 

1 

3 

1 

0 

1 

2- 

0 

0 

13 

to Jammu and Kashmir 

2 

0 

1 

0 

1 

0 

0 

1 

0 

1 

0 

0 

3 

9 

11 Nagaland 

1 

0 

0 

0 

1 

0 

1 

0 

0 

0 

0 

0 

0 

3 

12 Andhra Pradesh 

5 

6 

6 

0 

6 

6 

6 

6 

6 

1 

7 

0 

7 

56 

13 Bihar 

1 

2 

2 

0 

1 

1 

2 

1 

0 

1 

1 

0 

3 

15 

14 Gujarat 

3 

4 

4 

0 

4 

4 

4 

4 

4 

1 

2 

0 

8 

34 

IS Himachal Pradesh 

1 

1 

0 

0 

1 

0 

1 

1 

1 

1 

0 

0 

1 

10 

16 Kerala 

8 

9 

9 

J 

9 

7 

7 

7 

7 

1 

4 

1 

9 

80 

17 Orissa 

4 

5 

1 

5 

2 

0 

3 

2 

0 

I 

1 

0 

5 

27 

18 Maharashtra 

6 

3 

4 

3 

5 

0 

6 

4 

5 

1 

7 

0 

14 

58 

19 Punjab 

5 

6 

0 

0 

6 

0 

2 

0 

6 

1 

5 

1 

7 

41 

20 Karutaka 

3 

4 

3 

0 

3 

4 

4 

4 

4 

2 

2 

0 

4 

43 

21 Rajasthan 

3 

3 

3 

3 

3 

4 

4 

4 

0 

2 

1 

1 

2 

33 

22 Ikfflil Nadu 

6 

6 

2 

2 

6 

0 

6 

6 

6 

1 

2 

0 

5 

65 

23 West Bengal 

2 

3 

0 

r 

3 

0 

3 

3 

3 

1 

0 

0 

4 

34 

24 Uttar Pradesh 

3 

3 

1 

0 

1 

0 

4 

1 

3 

0 

10 

1 

4 

S3 


Table 2: Investment Pattern Report 


State 

PC 

R and S 

Loan 

1983-84 

Tbtal 

PC 

R and S 

Loan 

1984-85 

Tbtal 

PC 

R and S 

Loan 

1985-86 

Tbtal 

Andhra Pradesh 

37051.02 

7770.29 

74411.70 

119233.01 

44935.23 

8822.14 

100663.77 

154421.14 

53115.77 

9251.20 

97134.09 

159501.06 

Assam 

2382.82 

356.29 

5789.42 

8528.53 

2129.84 

454.84 

5462.38 

8047.06 

2106.99 

536.31 

5549.95 

8193.25 

Bihar 

2374.69 

314.65 

1834.72 

4524.06 

1918.44 

327.78 

1864.93 

4111.15 

1874.29 

331.59 

2172.00 

4377.88 

Goa 

979.17 

319.47 

678.52 

1977.16 

1806.03 

847.01 

2137.16 

4790.20 

2040.13 

861.14 

2648.18 

5549.45 

Gujarat 

8678.49 

4011.36 

40888.55 

53578.40 

10549.75 

5132.86 

45512.04 

61194.65 

9092.13 

3915.82 

47440.89 

60448.84 

Haryana 

3491.16 

513.22 

11111.32 

15115.70 

3728.82 

574.95 

13520.12 

17823.89 

1368.63 

513.65 

1622.95 

350523 

Himachal Pradesh 
Jammu and 

2462.31 

138.13 

3100.92 

5701.36 

2149.26 

126.34 

2848.19 

5123.79 

2178.26 

126.46 

2855.40 

5160.12 

Kashmir 

1443.66 

835.55 

39716.40 

41995.61 

3628.61 

1229.75 

51702.27 

56560.63 

3124.78 

858.59 

51973.69 

55957.06 

Karnataka 

28128.12 

9962.58 

U7714.92 

175805,62 

29494.01 

14090.97 

158039.58 

201624.56 

18490.33 

8832.57 

63718.87 

91041.77 

Ibiala 

65441.17 

27740.68 

35787.61 

128969.46 

64935.62 

29801.77 

38585.53 

133322.92 

60961.69 

27635.33 

26473,73 

115070.75 

Madhya Pradesh 

3022.93 

559.95 

1927.15 

5510.03 

3328.44 

676.25 

2773.39 

6778.08 

3328.44 

839.45 

3648.98 

7816.87 

Mahanuhtra 

20723.78 

7728.74 

78538.84 

106991.36 

13788.60 

3883.61 

52506.82 

70179.03 

9038.71 

4264.49 

51304.62 

64607.82 

Manipur 

369.83 

58.57 

0.00 

428.40 

369.83 

58.57 

0.00 

428.40 

369.83 

58.57 

0.00 

428.40 

Meghalaya 

964.27 

0.34 

867.27 

1831.88 

971.27 

0.34 

867.27 

1838.88 

971.27 

0.34 

867.27 

1838.88 

Mizoram 

43.10 

0.00 

99.63 

142.73 

91.10 

0.00 

168.21 

259.31 

91.10 

0.00 

168.21 

259.31 

Nagaland 

1414.75 

69.97 

568.62 

2053.34 

1464.75 

81.97 

688.19 

2234.91 

1464.75 

81.97 

688.19 

2234.91 

Orissa 

2301.53 

1774.88 

14149.36 

18225.77 

2490.13 

2632.15 

16648.68 

21770.96 

5513.08 

3796.36 

2175229 

31061.73 

Pondicherry 

645.73 

64.51 

777.79 

1488.03 

646.48 

65.12 

777.43 

1489.03 

646.48 

65.12 

777.43 

1489.03 

Punjab 

4454.26 

15260J7 

155397.68 

175112J1 

3078.58 

19016.73 

172958.32 

193053.63 

4010.34 

19384.49 

171125.01 

194519.84 

Rajasthan 

14316.00 

1970.87 

128174.80 

162208.67 

16311.87 

22257.05 

149479.66 

188048.58 

13602.67 

2024541 

143674.05 

17752223 

Ikmil Nadu 

27954.70 

3764.89 

41941.90 

73661.49 

,71107.10 

4645.73 

52563.27 

88316.10 

33469.60 

4652.86 

80769.31 

118891.77. 

TVipuia 

303.50 

80.84 

415.91 

800J5 

303.50 

‘ 80.84 

415.91 

800J23 

68641 

282.95 

662.76 

163222 

Uttar Pradesh 

60992.13 

6772.77 

65152.80 

102917.70 

38661.14 

7469.99 

80917 J3 

127048.66 

32469J2 

642028 

8536945 

124258.95 

West Bengal 

8902.35 

3970J7 

287S9A3 

41632.65 

8789.06 

32M.12 

33036.00 

45123.18 

10931B8 

3445.84 

36630.48 

51027.40 
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which rose to Rs 25,000 crore as on March 
31, 1986. This shows that the investment in 
SLPEs other than electricity boards and 
road transport corporations had increased 
at an average growth rate-of thirty-nine per 
cent per annum during 1977-86. The average 
rate of growth of investment in the SLPEs 
inclusive of these two categories of enter¬ 
prises was twenty per cent per annum, while 
the average rate of growth of investment for 
the central PEs during this period was thirty 
per cent per annum. Thus, it goes without 
saying that the SLPEs occupy a place of im¬ 
portance in the PE system in the country. 
They have become a vital instrument of 
public policy in spurring the overall 
economic development in all the states of the 
Indian Union. Thus a large number of states 
have given a big boost to the growth of in¬ 
vestment in the SLPEs. The states in which 
the investment has grown about three-fpld 
and more during 1981-86 include Uttar 
Pradesh, Orissa, Bihar, Andhra Pradesh, 
Himachal Pradesh, Nagaland, Goa, Manipur, 
Tripura, Meghalaya, Pondicherry, Madhya 
Pradesh, Tamil Nadu and West Bengal. The 
states in which investment has increased to 
almost two-fold and more arc Punjab, 
Rajasthan, Mizoram, Jammu and Kashmir, 
Assam and Gujarat. There has not been’an 
appreciable growth'of investment in SLPEs 
in Haryana, Maharashtra and Kerala. • 
The financing pattern of the SLPEs is 
tilted towards the debt. There has not been 
much change in the trend during 1977-86. 
As on March 31, 1977, the debt-equity ratio 
was equal to or less than 1:1 in SLPEs of 
Himachal Pradesh, Jammu and Kashmir, 


Kerala, Madhya Pradesh, Orissa and 
Punjab. During 1985-86, the states in which 
the SLPEs also had debt-equity ratio of 
equal to or less than 1:1 were Goa, Manipur, 
Tripura and Meghalaya. Though the higher 
debt-equity is in conformity with the objec¬ 
tive of netting larger institutional finance by 
the SLPEs, it retards their profitability by 
increasing the incidence of interest charge 
on their earnings before interest and taxes. 
Further, it does not, by and large, take into 
consideration, the earning capacity of the 
SLPEs predominance of their social objec¬ 
tives and special characterisiic.s of their pro¬ 
ject cycle. 

Use Ot INVESIMENTS 

The productivity of investments as 
reflected by the turnover of investment has 
been very low in the SLPEs. This ratio was 
3.2:1 as on March 31, 1977. In the case of 
the SLPEs as on March 31, 1986, this ratio 
was 3:1. The states where per rupee of invest¬ 
ment generated less than 50 paise of turn¬ 
over during 1985-86 were Rajasthan, Orissa, 
Bihar, Uttar Pradesh, Madhya Pradesh, 
Kerala, Thmil Nadu, Pondicherry, Goa, West 
Bengal, Assam, Meghalaya, Tripura, 
Mizoram, Nagaland, and Manipur. This 
suggests that there is a vast scope for increas¬ 
ing the productivity of SLPEs by tapping the 
capacity created in the form of excessive 
plant and machinery and initiating proper 
schemes to step up the capacity utilisation 
to cent per cent. If it is not possible to in¬ 
crease the rate of capacity utilisation, the 
SLPEs may like to think of leasing out the 
assets or restructuring their operations. 


WORKING Capital Etficiencv 

An efficient management of working 
capital increases the rale of return, by both 
enhancing the rale of turnover on capital 
employed and increasing the margin. The 
optimisation of working capital balances 
results into pegging the interest cost at the 
most advantageous level. In the ultimate run, 
the entire exercise results into the reduction 
of pressure on the funding agencies to pro¬ 
vide resources to make<good the working 
capital deficits incurred by the SLPEs. 

The rate of increase in working capital 
should be less than the rate of increase in 
turnover. But the SLPEs are, in general, 
characterised by the tendency in contraven¬ 
tion to this axiom. The turnover of working 
capital was very low in the SLPEs. Against 
a 5:1 normal rate of working capital turn¬ 
over, I he SLPEs in Haryana, Madhya 
Pradesh, Bihar, Punjab, Rajasthan, Maha¬ 
rashtra, Jammu and Kashmir, TVipura, 
Himachal Pradesh, Kerala, Ihmil Nadu, 
Andhra Pradesh and Uttar Pradesh had a 
working capital turnover of less than or 
equal to 0.50:1 as on March 31, 1986. The 
situation was in conformity of (his trend 
during the period 1981-85. In Uttar Pradesh 
low working capital turnover could be 
ascribed to the inefficiency of SLPEs in' 
sectors such as industrial dc elopment and 
financial institutions, trading and marketing, 
contract and construction services, develop¬ 
ment of small industries, agro-based in¬ 
dustries, minerals and metals, and enginwr- 
ins industries. In Tamil Nadu, the industrial 
development and financial institutions and 


Table 3: Statewise Working Capital 


(Ks m lakh) 


State 

CLA 

CLP 

1980-81 

CLA 

CLP 

1981-82 

CLA 

CLP 

1982-83 

Andhra Pradesh 

51237.57 

26302.80 

24934.77 

74686.21 

37039.03 

37647 18 

90207 76 

39688.16 

50519.60 

Assam 

5138.21 

1977.59 

3160.62 

5559.03 

2182.38 

3376.65 

6170.14 

2111.19 

4058.95 

Bihar 

2814.36 

2283.78 

530.58 

1438.36 

994.30 

444.06 

2395.61 

1450.01 

945.60 

Goa 

1045.17 

810.85 

234.32 

1053.70 

811.03 

242.67 

1438.20 

1104.38 

333.82 

Gujarat 

25091.91 

3148.65 

21943.26 

31679.31 

4181.51 

27497.80 

39367.93 

6851.27 

32516.66 

Haryana 

1041.88 

394.56 

647.32 

1366.11 

523.02 

843.09 

3574.24 

1539.71 

2034.53 

Himachal Pradesh 

2277.49 

1254.39 

1023.10 

3777.83 

2042.94 

1734.89 

5318.35 

2393.00 

2925.35 

Jammu and 

Kashmir 

23720.60 

4412.46 

19308.14 

27917.50 

5461.12 

22456.38 

30862.72 

4944.76 

25917.96 

Karnataka 

52534.23 

16126.00 

36408.23 

64704.57 

20625.43 

44079.14 

69183.71 

25891.18 

43292.33 

Kerala 

51254.55 

23987.81 

27266.74 

56206.61 

23649.67 

32556.94 

62305.49 

29246.27 

33059.22 

Madhya Pradesh 

2840.20 

2161.24 

678.96 

4017.71 

3189.77 

827.94 

5047.27 

4125.46 

921.81 

Maharashtra 

60055.86 

8778.32 

51277.54 

74564.63 

12741.54 

61823.09 

103511.32 

24863.65 

78647.67 

Manipur 

88.23 

99.28 

-11.05 

1.30.54 

122.42 

8.12 

291.60 

155.41 

136.19 

Meghalaya 

140.87 

104.71 

36.16 

217.37 

145.91 

71.46 

986.36 

596.27 

390.09 

Mizoram 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Nagaland 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

284.09 

85.20 

198.89 

Orissa 

16973.09 

5325.82 

11647.27 

22783.13 

8427.59 

14355.54 

21898.92 

6494.78 

15404.14 

Pondicherry 

400.77 

10.81 

389.96 

598.22 

21.33 

576.89 

887.60 

43.20 

844.40 

Puqjab 

55271.51 

30867.41 

24404.10 

63733.63 

35692.42 

28041.21 

75459.27 

43731.78 

31727.49 

Rajasthan 

48985.12 

345%.2I 

14388.91 

55262.40 

42401.99 

12860.41 

65908.14 

51232.50 

14675.64 

Ihmil Nadu 

42088.46 

22814.36 

19274.10 

56577.47 

32871.30 

23706.17 

62631.57 

38829.24 

23802.33 

IKpura 

152.00 

5l77 

94.23 

178.45 

63.39 

115.06 

214.07 

64.46 

149.61 

Uttar Pradesh 

27035.59 

12545.77 

14489.82 

46507.40 

20379.87 

26^27.J3 

53996.95 

16911.63 

37083.32 

West Bengal 

16816.93 

7899.41 

8917.52 

18668.46 

9280.86 

9387.60 

20831.36 

10004.53 

10826.83 


Note. CLA Current assets loan and advance 
CLP a Current liabilities and provisions. 
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the institutions engaged in the task of 
development of backward regions and 
weaker sections of the society achieved a 
higher rate of working capital turnover. In 
Kerala, besides the enterprises in the two 
' categories pertaining to the Tamil Nadu, the 
contract and construction services and the 
tourism enterprises achieved a higher rate of 
working capital turnover. Nagaland did bet¬ 
ter in the field of agro-ba.sed enterprises and 
promotional institutions. In Himachal 
Pradesh, the SLPEs in the minerals and 
metals and engineering industries excelled. 
Rsliasthan’s position in all the sectors excep¬ 
ting the agro-based and promotional institu¬ 
tions was not satisfactory. The low turnover 
of working capital in the Sl.PEs resulted 
from stockpiling, generous credit and col¬ 
lection policies, and insignificant mobilisa¬ 
tion, of funds from the current creditors. 

FlNANCIAt PrRFfIRMANCI- 

The SLPEs have to perform financially 
well toensure a smooth continuation of their 
oijcrations, guarantee expansion of activities 
• in which they are engaged and contribute to 
the state kitty, on which they have thus far 
depended. TVvo indicators have been selected 
to measure the financial performance of 
these enterprises. The operating profit to 
capital employed has been chosen, as an in- 
(ficator, as it would signify the operational 
efficiency of the SLPEs, depending primarily 
on the factors within the control of enter¬ 
prise managements. The operating profits 
are equal to profits before interest and taxes. 
These were arrived at, by deducting direct 
and periodic expenses from the operating 


revenues. If operating revenues are smaller nd have been over-staffed. An operating pro- 

than the direct and periodic expenses, a fit of 25 per cent on capital employed in¬ 
negative profit results and vice-versa. A dicates the sound financial robustness of an 

negative net profit is a pointer to the fact enterprise. 

that conversion inefficiencies exist in the The ratio of profit after tax on capital 
enterprise, excess capacities have been employed indicates the net profit earning 
created, marketing management is not ag- capacity of an enterprise after providing for 

gressive enough and administrative person- interest and taxes. The dividend and reten- 


Table 5: Financial Perforiuance of Enterprises 

(Rs in lakh) 


State 

1980-gl. 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

Andhra Pradesh 

-2299.63 

215.88 

-3026.89 

-5775.93 

-3744.25 

4681.28 

Assam 

-114.41 

-57.72 

-91.77 

-177.58 

-94.06 

-63.69 

Bihar 

94.92 

67.20 

-77.27 

-254.83 

-182.23 

-194.65 

Goa 

41.44 

37.87 

71.77 

31.98 

271.04 

275.58 

Gujarat 

■■ 785.77 

-647.01 

-101.15 

205.66 

449.53 

102.45 

Haryana 

-70.23 

-72.63 

-197.72 

- 297.31 

-173,64 

85.56 

Himachal Pradesh 

-57.12 

- 35.87 

-16.33 

-13.19 

-19.99“ 

-25.69 

Jammu and 







Kashmir 

42.84 

44.78 

51.44 

28.89 

-28.15 

-87.39 

Karnataka 

336.16 

148.86 

-2495.89 

-2062.95 

-1798.33 

-2827.20 

Kerala 

-310.91 

-329.65 

-1225.03 

-2884.89 

-4765.63 

-2221.42 

Madhya Pradesh 

-38.12 

-96.10 

-88.34 

- 83.12 

-31.53 

-60.23 

Maharashtra 

830.28 

.340.26 

174.98 

-931.41 

440.73 

808.77 

Manipur 

0.00 

-1.04 

-2.85 

-2.85 

-2.85 

-2.85 

Meghalaya 

-0.24 

- 34.05 

-28.38 

-28.38 

-28.38 

-28.38 

Mizoram 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Nagaland 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Orissa 

217.49 

-827.79 

320.51 

-.350.06 

-356.53 

-149.49 

Pondicherry 

0.81 

4.90 

0.68 

9.91 

9.91 

9.91 

Punjab 

-1252.83 

1681.65 

1250.15 

1380.76 

155.94 

273.25 

Rajasthan 

-1589.13 

-4348.67 

- 3401.96 

-5099.79 

-8554.96 

-8554.96 

Ihmil Nadu 

1676.97 

-1587,74 

-6422.53 

-5108.01 

- 5610.85 

-6878.12 

TVipuru 

-79.75 

-79.75 

-79.75 

- 79.26 

-79.26 

- 79.26 

Uttar Pradesh 

145.55 

-931.30 

-1164.16 

-5300.10 

-7157.26 

-2325.75 

West Bengal 

- 1139.08 

-626.36 

-401.51 

-1386.74 

- 2628.70 

-2859.95 


Table 4: Working Capital Eiektency 


State 1980-81 _ 1981-82 1982-83 __19 83-84 _ 1984-85 1985-86 



WC/ 

oi 

of/' 

T1 

Ol/ 

DB 

WC7 

Ol 

01/ 

TI 

Ol/ 

DB 

WC/ 

Ol 

Ol/ 

Tl 

■ Ol/ 
DB 

WC/ 

Ol 

bi/' 

TI 

Ol/ 

DB 

WC/ 

Ol 

OI/ 

Tl 

OI/ 

DB 

WC/ 

Ol 

Ol/ 

Tl 

Ol/ 

DB 

Andhra Pradesh 

0.00 

5.28 

12.90 

0.00 

2.80 

7.07 

0.00 

2.88 

7.86 

0.00 

2.79 

8.34 

0.15 

2.49 

9.22 

0.13, 

6.65 

12.16 

Aimm 

0.25 

1.17 

2.15 

0.17 

1.39 

2.57 

0.17 

1.34 

1.17 

0.18 

1.44 

1.15 

0.96 

0.98 

1.11 

0.56 

0.74 

1.21 

Bihar 

0.13 

1.00 

S.IO 

0.17 

1.31 

5.01 

0.33 

0.80 

5.57 

0.27 

0.84 

2.86 

0.35 

0.66 

5.30 

0.60 

0.54 

4.30 

Ooa 

0.12 

1.17 

4.29 

0.12 

1.17 

4.29 

0.11 

2.85 

8.36 

0.00 

3.28 

7.56 

0.70 

2.72 

6.35 

0.86 

2.76 

6.64 

Oiljarat 

1.26 

3.11 

9.69 

0.93 

3.67 

12.47 

1.00 

2.34 

7.93 

0.96 

2.99 

5.70 

1.06 

2.92 

5.43 

1.23 

3.63 

7.46 

Haryana ' 

0.36 

3.48 

14.37 

0.47 

3.69 

12.73 

0.79 

3.77 

9.91 

1.36 

4.67 

0.65 

1.46 

4.07 

0.63 

0.44 

3.31 

6.38 

Himachal Piadesh0.50 

2.15 

5.40 

0.36 

2.24 

8.19 

0.45 

1.92 

8.83 

0.38 

5.26 

15.51 

0.31 

3.92 

8.01 

0.32 

3.96 

7.79 

Jammu and 
Kuhmir 

0.47 

12.27 

19.77 

0.33 

7.82 

30.47 

0.15 

17.33 

64.13 

0.10 

9.68 

21.73 

0.12 

2.88 

10.86 

0.12 

3.55 

10.20 

Karnataka 

0.61 

2.27 

4.72 

0.62 

1.96 

5.37 

0.48 

2.30 

6.92 

0.41 

2.68 

6.55 

0.50 

2.42 

5.24 

0.25 

2.89 

8.79 

Kerala 

0.31 

7.84 

11.50 

0.22 

4.42 

7.83 

0.48 

3.76 

6.28 

0.47 

4.82 

5.91 

0.41 

4.99 

7.24 

0.20 

5.94 

9.09 

Madhya Pradesh 

0.19 

2.07 

8.90 

0.24 

1.00 

5.11 

0.24 

0.68 

6.46 

0.34 

0.51 

4.19 

0.25 

0.91 

5.21 

0.23 

0.79 

5.68 

Maharashtra 

1.35 

0.95 

3.23 

0.77 

1.60 

6,30 

0.78 

1.87 

8.10 

0.75 

1.70 

3.98 

0.44 

2.85 

5.76 

0.24 

8.15 

6.44 

Manipuf 

0.00 

0.00 

0.00 

6.61 

0.00 

0.00 

23.50 

0.21 

1.68 

78.54 

0.05 

0.16 

78.54 

0.05 

0.26 

78.54 

0.05 

0.26 

Mizoram 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

17.23 

0.08 

0.00 

14.83 

0.08 

0.00 

14.83 

0.08 

0.00 

Nagaland 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

1.13 

0.95 

0.00 

2.94 

1.75 

21.72 

1.23 

2.13 

9.37 

1.23 

2.13 

9.37 

Orissa 

0.54 

2.81 

2.89 

0.56 

3.07 

11.89 

1.34 

2.C2 

6.38 

4.06 

4.19 

1.99 

3.65 

19.03 

2.53 

5.48 

21.53 

2.34 

Pondicherry 

19.83 

7.45 

19.66 

2.59 

3.42 

14.08 

3.29 

18.41 

21.24 

8.75 

8.76 

37.88 

8.51 

8.92 

28.05 

6.78 

11.19 

35.19 

Punjab 

0.27 

2.67 

5.49 

0.24 

2.54 

4.81 

0J2 

3.09 

5.69 

0.12 

3.45 

6.12 

0.10 

3.38 

4.80 

0.10 

3.60 

5.29 

Knjasdian 

0.39 

0.00 

0.00 

0.50 

0.00 

0.00 

0.53 

0.00 

0.00 

0.57 

0.00 

0.00 

0.63 

0.00 

0.00 

0.50 

15.26 

204.4 

IkmilNadu 

0.34 

3.95 

17.95 

0.53 

2.p6 

11.15 

0,25 

5.41 

11.39 

0.28 

5.57 

14.93 

0Ji8 

. 4.93 

15.68 

0J5 

6Jrj 

XM 

IHpuia 

0.00 

0.00 

3.12 

0.00 

0.04 

2.47 

0.00 

0.06 

ZM 

6.54 

0.04 

1.01 

6.54 

0.04 

1.01 

0.02 

5.04 

7.31 

Uttar Pradesh 

at3 

3J6 

6.36 

0.17 

2J0 

0.16 

0.19 

2.47 

10.64 

0.12 

2.95 

13 AS 

0.12 

1.91 

8.57 

0.13 

1.76 

7.12 

Wist Bengal 

0.45 

4.71 

3.71 

0.22 

6.47 

5.02 

0.23 

5.34 

6.05 

0.46 

4.23 

6.41 

1J9 

1.89 

1.98 

1.33 

1.70 

1.75 


Sams: WC-Working cairilal; Tl—lbtal investors; Ol-Operatiiig income of grots tales; DB-Tbtal debtm. 


M.'M 


Economic and Political Mfeeklv Fsbniarv 2S. 11MI9 





tion policy is decided by this ratio. A 15 per 
cent prorit after tax ratio on capital employed 
is considered as an ideal one. The operating 
profit to capital employed ratio is in minus, 
it indicates, among other things, the need 
for restructuring the debt-equity mix. 

The operating profit to capital employed 
ratio for the period 1980-81 to 1985-86 shows 
a noteworthy transformation. During 
1980-81, the SLPEs in no state had this ratio 
in positive. But in 1985-86, excepting for 
Nagaland, Rajasthan, and Tripura, this ratio 
was in positive for rest of the states. We may, 
however, add that the size of this ratio placed 
the Sl.PEs in a none too happy position. In 
1985-86, this ratio was less than one per cent 
in the SLPEs of Assam. Goa, Gujarat, 
Maharashtra, Mizoram, Orissa, Punjab and 
West Bengal. During the same year, the 
states with a 1 to S per cent operating pro¬ 
fit to capital employed ratio included, 
Andhra Pradesh, Karnataka, Madhya 
Pradesh, Ihmil Nadu and Uttar Pradesh. A 
study of this ratio for the different states 
shows, that in 1985-86 in Karnataka the 
tourism enterprises had earned 47.34 per 
cent profit and contract and construction 
enterprises had earned 18.16 per cent profit 
in* Andhra Pradesh trading and marketing 
enterprises had earned 18.26 per cent, enter¬ 
prises engaged in the development of smgll 
industries had earned 15.31 per cent and the 
welfare corporations earned 103.9 per cent; 
minerals and metals enterprises had earned 
92 pef cent in Jammu and Kashmir: in 
Kerala a marketing and trading enterprises 
had earned 58.22 per cent; and, in Himachal 
Pradesh the promotion enterprises reaped 
110.0 per cent. 

The profit after tax to capital employed 


ratio continued to present, a dismal position. 
In 1980-81, it was in negative for almost all 
the states. There was not much of a change 
in this dismal picture even in 1985-86. 

Resource mobilisation 

It is an accepted fact that the finances of 
the various state governments in the coun¬ 
try are in a very bad shape. Many state 
governments are facing a sefious resource 
crunch. It is very natural that under such a 
constraint on the SLPEs have been called 
upon not only to finance their own growth 
but the growth of the public sector in the 
various states as a whole. In the UK and the 
USSR the internal financing of the invest¬ 
ments in public enterprises is of a very high 
order The central public enterprises fund 
their expansion to the tune of about fifteen 
per cent. The data on re.source mobilisation 
for the SLPEs, however, present a very 
dismal picture. Between 1980-81 and 
1985-86, the enterprises on the whole, had 
their earnings before interest and taxes in 
minus in 1983-84 and 1984-85. During the 
remaining years, the resource mobilisation 
fluctuated from 0.01 per cent in 1982-83, 0.3 
per cent in 1980-81, 0.08 per cent in 1982-83 
and 1.01 per cent in 1985-86 of the capital 
employed. 

Six states, viz, Andhra Pradesh, Assam, 
Gujarat, Himachal Pradesh, Tripura and 
We.st Bengal, did not succeed in making a 
mark in the from of resource mobilisation 
in 1980-81. In 1985- 86, the numbei of un¬ 
successful states increased to .seven compris¬ 
ing Bihar, Karnataka, Kerala, Manipur, 
Orissa, Rajasthan and West Bengal. Excep¬ 
ting West Bengal, all the other states were 


new entrants in the list. This pointa out to 
. the lack of awareness of the significance of’ 
internal financing in the SLPEs-on the part, 
of both their management and principles. 
In terms of individual states, Maharashtra, 
Punjab, Pondicherry, Mizoram, Jammu and 
Kashmir, Goa and Nagaland gave a good 
showing, in that they never had their earn¬ 
ings before interest and taxes in minus. ‘ 
Andhra Pradesh, Assam, Gujarat, Himachal 
Pradesh,. Karnataka, Madhya Pradesh and 
Meghalaya had'a positive resource mobilisa¬ 
tion balance over six year period of the. 
study. But this has to be seen in the light of 
the fact that t.he resources mobilised con¬ 
stituted a negligible fraction of the capital 
employed in the states. 

TOtAI MANAt'itMENT PERFORMANCE* 

Ihere has been no unanimity among 
researchers, policy-makers and practitioners 
about a single unified measure capable of 
reflecting the total management perfor¬ 
mance in an enterprise. For the purpose of 
the present study, we propose to take “from 
keeping the net worth intact to its maximisa¬ 
tion*’ as the indicator to evaluate the total 
management performance of the SLPEs. 
There are SLPEs in which, social objectives 
override the economic objectives. Then there 
are SLPEs, in which, the social and economic 
objectives are in a balanced state: In the third 
category, we include such SLPEs in which, 
economic considerations predominate the 
social objectives. The SLPEs in the first 
category should at the least keep their net 
worth intact in the absence of which, they 
would not be in a position to fulfil the 
charter given to them. These may include 


Table 6: Profitability of Enterprises 


State 

1980-81 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 


OP/CE 

PAT/CE 

OP/CE 

PAT/CE 

OP/CE 

PAT/CE 

OP/CE 

PAT/CE 

OP/CE 

PAT/CE 

OP/CE 

P«r/CE 

Andhra Pradesh 

0.00 

-0.21 

3.93 

0.01 

5.09 

-0.22 

5.61 

-0.32 

6.17 

-0.20 

3.31 

0.10 

Assam - 

0.00 

-0.07 

0.33 

-0.03 

0.57 

-0.09 

0.77 

-0.19 

0.25 

-0.03 

0.32 

-0.03 

Bihar 

0.00 

0.11 

0.12 

0.09 

0.84 

-0.08 

3.88 

-0.95 

2.80 

-0.41 

1.78 

-027 

Ooa 

0.00 

0.08 

0.00 

0.07 

1.46 

0.11 

1.76 

0.02 

0.77 

0.07 

0.56 

0.05 

Oujant 

0.00 

-0,07 

0.85 

-0.05 

a79 

-0.01 

0.81 

0.01 

0.72 

0.02 

0,72 

0.00 

Haryana 

0.00 

-0.06 

1.01 

-0.05 

0.81 

-0.07 

0.43 

-0.02 

0.43 

-0,01 

1.11 

0.04 

Himachal Pradesh 
Jammu and 

0.00 

-0.06 

2.43 

-0.03 

2.01 

-0.01 

2.27 

-0.01 

3.03 

-0.01 

3.14 

-0.02 

Kashmir 

0.00 

0.05 

2.32 

0.06 

5.20 

0.01 

7.35 

-0.05 

10.91 

0.06 

11.19 

-0.07 

Karnataka 

0.00 

0.00 

0.57 

0.01 

0.66 

-0.03 

0.68 

-0.02 

0.61 

-0.01 

1.50 

-0.07 

Kerala 

0.00 

-0.44 

2.97 

-0.20 

1.32 

-0.14 

1.91 

-0.19 

2.31 

-0.26 

5.56 

-0.62 

Madhya .Pradesh 

0.00 

-0.05 

2.56 

-0.12 

2.40 

-0.11 

1.59 

-0.04 

2.36 

-0.01 

2.46 

-0.02 

Mahamhtra 

0.00 

0.04 

1.03 

1.01 

1.02 

0.00 

1.12 

-0.02 

1.63 

0.03 

3.06 

0.08 

Manipur 

0.00 

0.00 

0.00 

-0.10 

0.01 

-0.01 

0.00 

-0.01 

0.00 

-0.01 

0.00 

-0.01 

Meghalaya 

0.00 

-0.03 

0.35 

-0.25 

3.94 

-0.18 

3.80 

-0.15 

3.80 

-0.15 

3.80 

-0.15 

Mizoram 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.06 

000 

0.07 

0.00 

0.07 

0.00 

Nagaland 

0.00 

0.00 

0.00 

0.00 

0.87 

0.00 

3.64 

0.00 

-1.22 

0.00 

-1J12 

0.00 

Orissa 

0.00 

0.02 

1.22 

-0.05 

0.57 

0.01 

0.27 

-0.03 

0.29 

-0.02 

0.19 

-0.01 

Pondicherry 

0.00 

0.00 

0.31 

0.01 

0.24 

0.00 

0.09 

0.01 

0.10 

0.01 

0.12 

0.01 

Punjab 

0.00 

-0.01 

0.26 

0.02 

0.29 

0.01 

0.29 

0.01 

0.20 

0.00 

0.21 

0.00 

Rajasthan 

0.00 

-0.36 

8.67 

-1.09 

8.50 

-0.65 

9.31 

-Q.91 

I8.2S 

-2.87 

-15.5 

2.44 

Ikmil Nadu 

0.00 

-0.06 

1.20 

-0.05 

2.67 

-0.22 

2.38 

-0.11 

2.65 

-0.12 

1.98 

-0.09 

THpura 

0.00 

-0.24 

0.01 

-0.24 

0.01 

-0.24 

0.00 

-0.23 

0.00 

-0.23 

-2.56 

0.49 

Uttar Pradesh 

0.00 

-0.12 

1.92 

-0.12 

1.75 

-0.19 

2.49 

-0.36 

2.51 

-0.25 

1.77 

-0.03 

WMt Bengal 

0.00 

-0.15 

3.43 

-0.12 

4.34 

-0.10 

1.41 

-0.09 

0.58 

-0.20 

0.63 

-0.24 
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welfare group of the SLEPs. In the second 
category, the SLEPs must earn the oppor¬ 
tunity cost of their capital. These may in¬ 
clude, enterprises set up to support small 
business, agro-business establishments, con¬ 
sumer goods units, etc. In the third category, 
the SLPEs should adopt the strategy of 
skimming prices, i e, a high profit-earning 
strategy would have to be followed by such 
enterprises. The minerals and metal enter¬ 
prises, contract and construction services, 
financial institutions, etc, qualify for inclu¬ 


sion in this category. 

The study of the ‘net worth’ in the SLPEs 
points out that the SLPEs on the whole 
across the different states had accumulated 
losses in varying degrees and magnitude. In 
20 states, the accumulated losses fluctuated 
between I per cent and 90 per cent of the 
paid up capital in 1985-86. Pondicherry was 
at the bottom of the scale with 1 per cent 
of accumulated loss to the paid up capital. 
Karnataka was at the top of- the table with 
and accumulated loss of 90 per cent of the 


Table 7: AccuMULArEO Losses to F^aio-up Capitai 


(Per cent) 


Sute 

1980-81 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

Andhra Pradesh 

0.58 

0.51 

0.57 

0.60 

0.61 

0.42 

Assam 

0.28 

0.24 

0.33 

0.39 

0.34 

0.35 

Bihar 

0.11 

0.10 

0.17 

0.47 

0.64 

0.66 

Gba 

0.00 

0.00 

0.04 

0.09 

0.11 

0.12 

Gujarat 

0.40 

0.33 

0.53 

0.41 

0.28 

0.26 

Haryana 

0.63 

0.48 

0.54 

0.26 

0.22 

0.49 

Himachal Pradesh 

0.14 

0.11 

0.15 

0.41 

0.56 

0.59 

Jammu and 







Kashmir 

0.00 

0.00 

0.00 

0.04 

0.18 

0.22 

Karnataka 

0.16 

0.14 

0.32 

0.39 

0.52 

0.90 

Kerala 

0.17 

0.15 

0.12 

0.20 

0.26 

0 24 

M&dhya Pradesh 

0.13 

0.11 

0.13 

0.11 

0.14 

0.14 

Maharashtra 

0.19 

0.15 

0.23 

0.24 

0.32 

0.44 

Manipur 

0.00 

0.00 

0.12 

0.10 

0.10 

0.10 

Mizoram 

0.00 

0.00 

0.00 

0.17 

0.05 

0.05 

Nagaland 

0.00 

0.00 

1j06 

0.64 

0.64 

0,64 

Orissa 

0.09 

0.08 

0.32 

1.14 

1.08 

0.49 

Pondicherry 

0.00 

0.00 

0.01 

0.01 

0.01 

0.01 

Punjab 

0.16 

0.14 

0.24 

0.33 

0.24 

0.21 

Rajasthan 

0.98 

0.79 

1.51 

1.69 

1.92 

2.31 

Ulimil Nadu 

0.47 

0.40 

0.82 

0.51 

0.68 

0.83 

Tripura 

0.43 

0.43 

0.41 

0.54 

0.54 

1.58 

Uttar Pradesh 

0.37 

0.25 

0.31 

0.60 

0.69 

0.45 

West Bengal 

1.23 

1.26 

1.49 

1.04 

1.40 

1.28 


Table 8: Annuai Report in Arrears as on March 31, 1986 

Name of the State 

Earlier 

to 

1980-81 

80-81 

81-82 

82-83 

83-84 

84-85 

85-86 

Total 

Andhra Pradesh 

3 

2 

2 

2 

1 

4 

24 

38 

Assam 

20 

7 

4 

3 

2 

4 

4 

44 

Bihar 

20 

5 

5 

3 

7 

5 

1 

46 

Coa 

0 

0 

0 

0 

0 

4 

10 

14 

Gujarat 

2 

1 

4 

7 

7 

21 

1 

43 

Haryana 

3 

1 

0 

2 

0 

5 

9 

20 

Himachal Pradesh 

0 

1 

1 

0 

2 

2 

4 

10 

Jammu and Kashmir S 

1 

1 

1 

1 

1 

2 

12 

Karnataka 

1 

1 

2 

4 

10 

20 

24 

62 

Kerala 

1 

6 

6 

9 

15 

24 

28 

89 

Madhya Pradesh 

3 

7 

6 

1 

1 

2 

4 

24 

Maharashtra 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

Manipur 

4 

1 

1 

1 

1 

1 

' 0 

9 

Mizoram 

0 

0 

0 

0 

1 

0 

0 

1 

Nagaland 

8 

2 

2 

1 

0 

0 

0 

13 

Orissa 

6 

8 

4 

3 

6 

2 

1 

30 

Punjab 

6 

I 

3 

4 

8 

5 

4 

31 

Rgjasthan 

4 

4 

3 

5 

5 

7 

5 

33 

'Bunil Nadu 

0 

1 

2 

4 

7 

21 

■35 

70 

Tipum 

5 

1 

1 

1 

0 

0 

0 

8 

Uttar Pradesh 

15 

10 

7 

8 

14 

2 

8 

64 

West Bengal 

4 

3 

8 

7 

12 

12 

0 

46 


120 

62 

62 

66 

101 

161 

164, 

. 756 


paid up capital. Rajasthan, West Bengd and 
Tripura presented, a bewildering situation 
with the accumulated losses exceeding over 
100 per cent of their paid up capital. A study 
of the sectoral pattern of the SLPEs across 
the various states indicates that the ac¬ 
cumulated losses were nil or minimal in the 
promotional and financial institutions, 
enterprises set up to help in the small in¬ 
dustry, tourism establishments, welfare Cor¬ 
porations, consumer goods units and agro- 
based units. 

With accumulated losses increasing year 
aftei year, there is hardly any room for 
disagreeing with the conclusion that the 
total management performance was ii; the 
shambles in the SLPEs. 


Kinai isaeion oi- accounts 

The .SLPEs arc entities whose financial 
performance and position is reflected 
through their income statements and balance 
sheets. The preparation of these financial 
statements is obligatory in terms of statutory 
as well as strategic requirements. Our study, 
on the contrary, points out that the SLPEs 
have shown scant respect to the finali.sation 
of accounts. More than half of the total 
number of the SLPEs had not finalised their 
accounts (or a period of five years between 
1981-82 and 1985-86 in Assam, Bihar, 
lammu and Kashmir, Manipur, Kerala, 
Nagaland, Tripura and Uttar Pradesh. The 
position of the other states was none too 
happy. The reasons for the non-finalisation 
of the reports ranged from non-completion 
of the books of accounts, preparation of 
financial statements, and statutory audit to 
the delays m the appointment of the 
statutory auditors by the accountant generals 
and their adoption for the annual meetings. 
Many states decided more than once to root 
out these problems by tieing-up the loose 
ends but with virtually no impact. The lack 
of professional staff in the accounting and 
finance departments has posed the major 
limitation in this regard. Our study on the 
delay in the finalisation of accounts.for the 
SLPEs in Andhra Pradesh points out the 
following factors responsible for the pheno¬ 
menon: (i) statutory audit delay, (ii) delay ■ 
in board approval for accounts on account 
of the interim boards, reluctance to take up 
the matter, (iii) bad health of auditors, 

(iv) delay in composition of accounts, 

(v) improper records, (vi) lack of sufficient 
accounts personnel, (vii) delayjn recalling 
reports from circle offices, (viii)Tack of pro¬ 
per accounting systems, (ix) no proper up¬ 
keep of branch accounts, (x) non-availability 
of registers, vouchers, and auditors’ refusal 
to give even qualified repiorts, (xi) delay in 
statutory auditors’ appointment by the 
Company Law Board and delay in audit 
taken up by auditors, (xii) delay in receipt 
of Comptroller and Auditor General’s com¬ 
ments, and (xiii) extending of accounting 
year pursuant to change in the income-tax ■ 
law. 
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STRATEGIC Innovations 

In view of the increasing size in terms of 
investment in the SLPEs, and their impact 
on the budgetary resources of stati govern¬ 
ments, all the state governmints have been 
taking measures to improve the performance 
of SLPEs. 

(1) Nodal Agenda 

The need for a nodal agency to co¬ 
ordinate the work of the SLPEs and to 
evaluate their performance on bchalt of the 
government has been recognised. Many stale 
governments have set up departments of 
public enterprise, as a depariment of the 
secretariat, or sometimes a bureau of public 
enterprises as a field depaitment, like 
Andhra Pradesh had set up a Public Enter¬ 
prise Management Board (PEMB). The .set¬ 
ting up of a board provides an opportunity 
to induct into the control and co-ordinating 
agency talents from outside the government. 
For example, the Andhra Pradesh PEMB 
had five official members and five non- of¬ 
ficial members, of which one is a financial 
consultant, one a chartered accountant, one 
a former bank chairman, and one a pro¬ 
fessor of business management. The direc¬ 
tor IPE, was also a member of the PEMB. 
l.ater, the board was converted into the com- 
missionerate primarily with a view to pro¬ 
vide it greater autonomy and make it a self¬ 
financing organisation. 

(2) Defining the Relalionship between 
Government and PEs 

The practice that has been initiated in 
government of India ol defining the expec¬ 
tations of the government from the PEs, and 
the support that a particular PE will get 
from government in the form of a MOIJ, is 


also being discussed in various state govern¬ 
ments. Our studies show that such MOUs 
will not be purposeful unless they are drawn 
up for a medium-term' of at least three to 
five years, and specify not only the produc¬ 
tion but also the technological upgradaiion 
or the growth plans of PEs 

(3) Professionalisation 

Much of the argument now centres 
around having government deputationists or 
technologists and professionals recruited 
from the market. A proper approach to pro- 
fcssionalisation would be to determine the 
job requirements of various functionaries in 
a PE and provide the means to recruit 
suitable persons from within the government 
or from outside, and to give them adequately 
long tenures to implement sound managerial 
practices. 

The appraisal of investment options is 
being done in a very casual manner in many 
enterprises or state government secretariats. 
There is need to have an objective agency to 
evaluate the costs and benefits flowing from 
establishing a PE before a proposal to set 
up a PE is approved. Whether this should 
be part of the nodal agency, or should be 
outside would be determined by the specific 
conditions in different states. 

(4) Performance Evaluation Criteria 

The evaluation of PEs today is essentially 
from sketchy information gathered from 
balance sheets, whereas the objectives of the 
corporation may not be relatable to finan¬ 
cial performance. A MOU may provide the 
basis foi determining performance evalua¬ 
tion criteria and the mutually agreed 
measurement. In Andhta Pradesh, an experi¬ 
ment is underway by which, at the beginning 


Tabi f 9: RtsouRcE Mobilisation, 1980-81 to 1985-86 


State 

1980-81 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

Andhra Pradesh 

-552.88 

2425.97 

-49.93 

- 2260.57 

-274.74 

8293.01 

Assam 

- 13.70 

62.14 

-14.68 

-63.25 

52.70 

75.49 

Bihar 

123.47 

90.58 

- 34.27 

210.% 

-137.51 

-145.78 

Goa 

65.20 

61.63 

%.70 

155.46 

452.26 

432.91 

Gujarat 

- 451.96 

-302.53 

124.77 

530.94 

663.93 

340.70 

Haryana 

0.86 

5.82 

-82.47 

-1.72 

156.41 

187.16 

Himachal Pradesh 

-21.24 

18.38 

44.09 

146.93 

120.93 

115.47 

Jammu and Kashmir 

56.22 

60.55 

70.35 

75.50 

86.98 

18.57 

Karnataka 

1500.19 

1727.98 

-823.36 

%.29 

2%7.09 

-1332.02 

Kerala 

535.76 

186.42 

-653.00 

-1697.19 

-1909.84 

-830.72 

Madhya Pradesh 

14.46 

-40.26 

-26.80 

25.02 

106.10 

88.37 

Maharashtra 

2125.02 

1543.03 

1579.% 

476.10 

903.92 

1029.50 

Manipur 

0.00 

-0.88 

-1.97 

-1.99 

-1.99 

-1.99 

Meghalaya 

0.42 

-32.91 

17.16 

47.25 

47.25 

47.25 

Mizoram 

0.00 

0.00 

0.00 

0.32 

0.65 

0.65 

Nagaland 

0.00 

0.00 

16.00 

18.69 

19.12 

19.12 

Orissa 

415.46 

-550.85 

655.83 

-249.83 

-255.06 

-63.35 

Pondicherry 

3.30 

9.63 

6.98 

21.71 

22.85 

26.77 

Punjab 

Rajasthan 

Thmil Nadu 

986.87 

3967.75 

3904.71 

4194.85 

3464.80 

3618.61 

777.99 

-1718.96 

-342.09 

-1570.35 

-4041.64 

-4041.64 

1342.69 

1954.16 

-2691.53 

-1314.08 

-1185.66 

1426.92 

THpura 

Uttar Pradesh 

-79.00 

-79.37 

-79.32 

-78.61 

-78.61 

81.06 

900.22 

213.13 

-17.77 

-2878.07 

-3823.83 

11.% 

Vfest Bengal 

Ibtal 

-824.26 

-313.84 

-16.37 

-466.31 

-1804JI 

-1908.44 

6905.09 

9287.57 

1652.99 

-5003.87 

-4456.10 

11295.45 


Resources = Depreciation and retained earnings. 


of the year, the four targets are decided by 
a committee of secretaries consisting of the 
finance secretary, planning secretary, ad¬ 
ministrative ministry secretary, and the 
secretary in-charge of PEs on the one side, 
and the managing director of the PE on the 
other. The criteria selected would be the 
physical targets, the financial targets, the 
employment targets and the key result areas, 
The attempt is that at the end of the year, 
the performance of the organisation in 
respect of these tour elements would be 
drawn up and reported to the cabinet for all 
the PEs in a comparative manner. Needless 
to say, the evaluation of each enterprise 
would be done initially by the administrative 
ministry. It is too early to say whether this 
is adequate. 

Action Pl an for SLPEs 

We suggest below a three-stage action plan 
to rid SLPEs of the present morass. In the 
short-run, the accent would be on improving 
the operational aspects of the management 
of these enterprises. Their restructuring in 
terms of the organisational .set up and the 
improvement in functional areas would con¬ 
stitute the medium-term measure. The long¬ 
term stress would be on improving the 
strategic management of these enterprises. 

in the short-run, these enterprises would 
do well to initiate measures with regard to 
the cost-control and cost-reduction. The 
scope for effecting economies in these enter¬ 
prises is very high in most areas of expen¬ 
diture. For instance, the proportion of 
salaries and wages as a cost of production 
is alarmingly very high in many SLPEs. In 
a good number of these enterprises, the ad¬ 
ministrative costs are abnormal. - The ex¬ 
penses on fuel and power exceeded more 
than 10 per cent in 1985-86 in the case of 
manufacturing enterprises of some states. 
The raw materials offer another vital avenue 
for cost reduction. The raw materials cost 
formed more than 60 per cent of the total 
cost of production in the manufacturing 
SLPEs of several states. It would be useful 
in this regard, to examine the inventory levels 
in each organisation. Further, these enter¬ 
prises may initiate schemes to improve pro¬ 
duction and productivity, increase the per 
capita output through quality circles and 
non-financial motivation. Unit-wise produc¬ 
tivity measures should be undertaken to 
determine the norms with regard to which 
the organisation could monitor improve¬ 
ments. 

The medium-term measures would in¬ 
clude restructuring of the organisational set 
up of the SLPEs. The enterprises duplicating 
activities without much gain would have to 
be merged resulting into the saving of infruc- 
tuous expenses. The SLPEs would have to 
develop suitable personnel and human 
resource development policies. The man¬ 
power requirements would have to be re¬ 
worked out. Many financial innovations 
would have to find a place in these enter¬ 
prises. The responsibility accounting could 
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be introduced with some modifications in 
the present management information systems. 
Zefo-based budgeting and its enforcement 
be rnade a must. Unprofitable activities, 
unless warranted by public purpose and sup¬ 
ported by financial subventions, need not be 
taken up by the .SI.PF.s. Finally, the.se enter¬ 
prises would have to streamline their opera¬ 
tions management.. Besides increasing the 
capacity utilisation, they would have to take 
up a thorough analysis of their product-mix. 
Unremunerative products could be dropped 
and new products be added. Many enter- 
, prises would have to launch diversification 
' programmes. The marketing function would 
. have to be accorded due place in the 
organisaiion structure, to facilitate selection 
of appropriate product-mix and formulation 
of suitable credit policies. 


The long-run measures would include the 
preparation of corporate plans, strengthen¬ 
ing of ‘top managements', professionalisa- 
lion of management, creation of enterprise 
work culture, improving the SLPE-govern- 
ment interface and refurbishing the public 
image by creating public relations depart¬ 
ments ol the SLPEs. 

Conclusion 

The SLPEs contribute an important seg¬ 
ment of the PE system in India. They are 
the vital instruments of public policy for the 
states of the Indian Union. There has been 
a spectacular growth in the number as well 
as investment in these enterprises. Their 
financial performance has been utterly 
dissatisfying. The total management perfor¬ 


mance is chaotic. The position with regard 
to the internal generation of resources was 
dismal. Their accounting systems are in a 
disarray. They need to take suitable steps to 
overcome the internal and external con¬ 
straints which are hampering their perfor¬ 
mance. An improvement in the art of work¬ 
ing capital management and the formula¬ 
tion of appropriate strategies for fuller- 
utilisation of the capacities created would 
go a long way in losing their performance. 
The imbalances in debt-equity mix would 
have to be corrected by the state governments 
to enable the SLPEs to turn the corner. 

Tb upgrade the performance and wipe-off 
the accumulated losses, these enterprises 
need to formulate action plans and spell out 
the measures they intend to take in the short, 
medium and long runs for the turnaround. 
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Combine Management in GDR 

Java Mehta 


The GDR economy is normally classified as a 'centralised command model' incapable of any worthwhile solu¬ 
tions. But it was in fact the first to introduce decentralisation reforms in 1963, which however, did not succeed 
for a number of reasons. One of the most significant developments in this direction since then in the 70s and 
80s has been the reorganisation of the intermediate level authority and the introduction of combine management. 


IF the Guinness Book of Records decides to The GDR economy was actually the first 
include the most frequently used terms in to introduce decentralisaiion reforms in 

the preceding year, ‘perestroika’ and 1963. Under the ‘New Economic System’, 
‘glasnost’will perhaps be serious contenders. decision-making autonomy devolved to 

The terms arc used and interpreted in the lower levels and a system of economic levers 

widest possible manner It is then very in- was designed so as to indirectly steer the 

tercsting to ask an east European to com- economy in the desired directions. ’Profit’ 

ment on ‘perestroika’. 1 happened to put the was made the preferred plan indicator a 6 

question to research scientists from GDR per cent capital charge was introduced and 

and Hungary in a period of one week. And a wide range of price reforms were carried 

1 was not exactly prepared for the common out. It was, in effect, a rather crude attempt 

answer, "Soviets are talking of perestroika to simulate a perfectly competitive market 

now, we have been implementing German/ framework. 

Hungarian perestroika since long’’. Por a number of reasons the experiment 

Whereas we, in India, and the scientists did not succeed and the economy reverted 

in the west broadly interpret perestroika as back to centralised inanagemcnt and plan- 

a reform introducing market mechanism in ning in the 70s. [For a detailed description 

jiocialist management, the GDR scientists in- of NES and post-NES recentralisation sec 

terpreted it as a restructuring aimed at en- Leptin (1975), Leptin and Melzer (1978), 

suring economic results to society at large Karen (1973a, b), Pohl (1977).] 

in the qutekest and most elficient manner However, in any complex economy, it is 
This does not necessarily involve privatisa- quite impossible to continue with a ceiitra- 

tion, unemployment or a liberal foreign lised system of management and planning 

policy. indefinitely. It was inevitable that sooner or 

Nevertheless, there would be many who later decentralisation in decision-making 

contend that the only way to resolve the would be reintroduced. One ol the most 

crisis is to introduce markets and to interact significant developments m this direction has 

freely with the world market. 1 do not want been the reorganisation of the inteimediate 

to discuss the extent to which either of the level authority in the late 70s and early 

impressions is justified. One must only note 80s and the introduction of combine 

that given the complexity of the situation, management 

any intelligent and sensitive mind would The industrial organisational structure in 
refrain from making an immediate di^nosis GDR comprised a three-tier system. The 
and offering a definite prescription. central authority consisted of the council of 

However, the purpose here is to describe ministers, state planning commission and in- 

a comparatively less-publicised management dustrial ministries, etc. The intermediate 

reform.' introduced in the GDR. Although Icvd authority was represented by the VVBs. 

everyone would agree that GDR is the most The production units, i e, the enterprises 

developed and most stable economy in the (VEBs) constituted the lowest rung.^ 

socialist world (see the Thble for relative The VVBs, which represented the inter- 
growth rates), very few would be interested mediate level authority till late 70s, were 

in studying the details of the management branchwise associations of the nationalised 

methods. It is normally classified as a ‘cen- enterprises. These were loose administrative 

tialised command model’ incapable of offer- units, which acted as intermediaries between 

ing any worthwhile solutions. enterprises and the corresponding ministries. 


TABU: NET MATh.RlAI. PRODUCT 
(Annual Ptrceniage Change) 



1981 

1982 

1983 

1984 

1985 

1986 

Bulgaria 

5.0 

4.2 

3.0 

4.6 

1.8 

5.5 

Czechoslovakia 

-0.1 

0.2 

2.3 

3.5 

3.0 

3.2 

GDR 

4.8 

2.6 

4.6 

5.5 

5.2 

4.3 

Hungary 

2.5 

2.6 

0,3 

2.i 

-1.4 

0.5 

Poland 

-17.0 

-5.5 

6.0 

5.6 

3.4 

5.0 

Romania 

2.2 

2.7 

3.7 

7.7 

5.9 

7.3 

Soviet Union 

3.3 

3.9 

4.2 

2.9 

3.5 

4.1 


Sourte: Economic Survey of Europe in 1986-1987. United Nations. 


It IS normally to be expected that any 
attempt at devolution of decision-making 
authority would first extend autonomy to 
mtermediaic units and only then to indivi. 
dual enterprises. During NES, the decision- 
making authority with resiaecl to production 
and investment planning as well as respon¬ 
sibility for material balancing was signi¬ 
ficantly extended to the VVBs This auto¬ 
nomy was later withdrawn during the centra¬ 
lisation During NFS and post-NES period. 
It was observed that the VVBs faced two 
kinds of management problems 

(1) The enterprises grouped together 
under a VVB were nut significantly inte¬ 
grated for the branch to enjoy economies of 
scale with respect to production or scientific 
and technological developments. 

(2) The deci$ion-making authority of a 
VVB was confined to the functioning of 
enterprises grouped under it. This gave rise 
to a growing number of branch external co¬ 
ordination difficulties, especially in view of 
the increasing complexities of supply 
relationships. 

Consider, for instance, the hypothetical 
situation m the Figure, where VEB a requires 
an input which is produced in VEB p. Under 
the centralised control VEB a would con¬ 
vey Its demand regarding quantity, delivery 
dates and other specifications through the 
circuitous route VEBo -► VVB A -* industry 
I planning commission -* industry II -► 
VVB B -• VEB p. The supply possibilities 
of VEB p would be conveyed to VEB o 
through the same route. The NES experience 
of direct co-ordination between VEBs or 
between VVBs was not very satisfactory 
either. 

A solution to both the problems was 
sought in the reorganisation of intermediate 
level authority. In the late 70s, the VVBs 
were replaced by ‘combines’. The four basic 
principles underlying the formulation of 
combines were; 

(I) Vertically Integrated Units: Unlike a 
VVB in a combine, the grouping would be 
done not only branchwise but also on a 
vertical basis. Thus, along with enterprises' 
belonging to the same branch, a combine 
would also include forward- and backward- 
linked enterprises belonging to the branches 
quite different from that of the main 
enterprise. 

Ideally speaking, every combine would 
contain units ranging from producers of raw 
materials to the manufacturers of highly 
specialised finished products. The mecha¬ 
nical engineering combine would have its 
own foundry, and a shoe-making combine 
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Figuri 

Council of Ministers 

I 

Planning Commission 


Industry I 

VVB A 


VfcBo 

its osvn leather. In our example VEB a and 
VEB p would be grouped together under one 
management. This way one gets rid of the 
cumbersome ciicuiious co-ordination 
process. At the same tune, there is more 
direct control over development of various 
branches. 

(2) Management oj Production Unit: A 
combine would not represent a management 
separate from the enterprises ol the group, 
which was the case with VVBs. The manage¬ 
ment of leading enterprise or the parent 
enterprise would be the management of the 
combine. It would, therefore, have more 
direct interest in the development of the 
branch. 

At the same time, the enterprises grouped 
under a combine would form a mure tightly 
knit unit as compared to those in a VVB. 
Combine management would have a rather 
far-reaching authority over the functioning 
of its constituent enterprises. The combine 
manager could change the functions of an 
enterprise belonging to the combine, transfer 
machinery from one enterprise to another, 
set up a new enterprise, centralise research, 
investment, marketing and accounting. Such 
an arrangement would allow the combine to 
take advantage of various economies of scale 
in production, marketing and technological 
development 

(3) Research and Development Facilities: 
Every combine would have its own research 
and development wing responsible for the 
development of new and improved products 
as well as rationalisation of production 
methods. Every combine would have the 
facility to design and mostly also produce 
new and improved machines, which may be 
labour saving or material or energy saving. 

(4) Inclusion of Foreign Jhade Enlerprises: 
The foreign trade contracts in different bran¬ 
ches are concluded by their foreign trade 
enterprises, which belonged to the ministry 
of foreign trade. The combines were to 
incorporate these foreign trade enterprises 
of respective branches. This would enable a 
combine to plan its exports and imports, 
without getting involved with the bureau¬ 
cratic network. It would particularly 
facilitate CMEA requirements of direct 
participation ol production units in nego¬ 
tiating production re.search and technolo¬ 
gical specialisation. To retain co-ordination 
with the central authority, the foreign trade 
enterprises would be made doubly account¬ 
able to the combine as well as to the ministry 
of foreign trade. 


Industry II 


VVB B 


VEB/3 

Thus, combines would represent self- 
sufficient sub-economies, which would be 
equipped with re.search and development 
facilitie.s, could fulfil their raw material and 
other intermediate goods requirement and 
would be capable of marketing their products 
in the domestic and international markets. 
Their requirements for co-ordination with 
the rest of the economy would be far less 
as compared to VVBs or a single enterprise. 
In this way a combine would be better equip¬ 
ped to independently formulate its produc¬ 
tion and investment plans, and could be 
granted the required autonomy. 

The model of combine management 
visualises a decentralisation of decision¬ 
making till the intermediate level authority. 
However, decentralisation introduced in this 
manner does not imply a much greater role 
of markets in the co-ordination process; on 
the contrary, the model is designed so as to 
reduce the reliance on market instruments 
to the minimum. 

Unlike the NES, where the increased 
autonomy of VVB was accompanied by an 
increased autonomy to VEB also, in the case 
of combine management, the autonomy of 
an individual enterprise is severely curtailed. 
Thus an enterprise will not have much 
opportunity to make use of market instru¬ 
ments. In fact, many of the functions of the 
enterprise like marketing research and invest¬ 
ment, etc, arc centralised. 

In a combine, the input requirements of 
a group of enterprises would be fulfilled by 
the enterprises within the combine itself. 
There would be no need to co-ordinate with 
the rest of the economy for many of the 
input requirements and, therefore, no use of 
the market. 

Besides vertical integration, a combine is 
also a horizontally-integrated unit. Especial¬ 
ly in a small economy like GDR, this induces 
a large element of monopoly. In many bran¬ 
ches there would be a single combine pro¬ 
ducing the goods. Lack of competition 
would reduce the meaningfulness of market 
instruments. 

Here, it must be mentioned that the model 
only minimises the external co-ordination 
requirements, it docs not visualise elimina¬ 
ting them completely. 

Given the interdependencies in an eco¬ 
nomy, it will never be possible to obuun com¬ 
pletely self-sufficient sub-economies. Thus, 
vertical integration in a combine unit can 
never be complete, even theoretically. 


Secondly, there are relative advantages and 
disadvantages of a relatively closed produc¬ 
tion process as against national division of 
labour. A proper balance must be found 
according to the given branch. This balance 
would of course be found through ex¬ 
perience of the actual functioning of the 
model. 

Theoretically, the combines are supposed 
to enjoy substantial autonomy in plan for¬ 
mulation and implementation. The Law of 
Combine and 1979 Planning Order were 
introduced to make this provision [also see 
Boot 1983], 

Prior to combine formation, the planning 
procedure used to begin with the central 
authority setting certain aggregate targets on 
the basis of the previous year’s performance, 
CNEA co-operation, broad social and 
political objectives, and so on. The aggregate 
targets were broken down according to 
industry, branch and ultimately enterprise 
level. Thus, an enterprise or even a VVB 
received a set of well-defined plan indicators. 
They would formulate their plans within this 
framework. The set of indicators decreased 
during NES and increased again, but the 
process essentially remained unaltered. 

Now, the formal con.slruction is preceded 
by a very important stage, classified as ‘plan 
conception’. At this stage, A preliminary 
draft IS prepared by the combine only on the 
basts of certain very general guidelines like 
the desired rate of growth of production and 
availability of inputs like energy, materials 
and imports, etc. Mainly the draft is made 
by the combine’s own estimate of production 
and sales, possibilities for exports, avail¬ 
ability of inputs from other branches and 
its outline ol scientific and technical 
developments. 

At the same time, the central authorities 
work out their draft plans for the economy 
as whole. On the basis of these drafts, a set 
of indicators at the aggregate level is given 
by the planning commission. The indicators 
are broken down to sectoral level and then 
to combine level either by the concerned 
industrial ministry or by the planning 
commission. 

Negotiations between combines and the 
higher authorities begin at this stage. In 
these negotiations, the combine manager can 
influence the central authority considerably 
and, therefore, the set of indicators at the 
combine level are fixed with active participa¬ 
tion of combines. If the original combine 
draft does not fit into the framework of the 
national draft plan, then theoretically, it is 
possible for the combine to get the national 
draft plan altered. On the other hand, if the 
combine draft is rejected, then it is for the 
combine to propose an alternative. The 
central authority cannot dictate it. Only the 
combine can make proposals concerning 
new products, its basic research and invest¬ 
ment and so on. 

The formal planning procedure follows 
the conception stage. The national draft plan 
is approv^ by the council of ministers (after 
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negotiations with the combine) and dis¬ 
aggregated indicators are passed on to the 
combines. These indicators form a well- 
defined framework within which the com¬ 
bine must formulate its plan, which must 
then get the formal approval of the planning 
commission and so on. 

The increased autonomy of the combine 
IS then reflected not just in reduced number 
of plan indicators (although the number of 
indicators have decreased marginally, and 
are expected to reduce further), but by the 
tact that the magnitude of these indicators 
IS determined to a large extent by the com¬ 
bine Itself and not imposed upon it from 
above. Further, the combine is also in a posi¬ 
tion to exercise a significant influence in the 
formulation of the national economic plan. 
In fact. Boot (1983) observes that the com¬ 
bines now enjoy a far greater autonomy than 
the VVBs and VEBs in the heydays of NES. 

I shall now briefly describe the experience 
of CiI>R economy with respect to the above 
model. 

ExPhRlt-Ns t or GDR 

There are at present 226 combines in 
industry of which 133 combines arc centrally 
Tun «nd 93 by counties. Among the 
centrally-run combines, four ministries, elec¬ 
trical engineering and electronics, heavy 
engineering and industrial construction, 
chemical industry and light industry cover 
50 per cent of the combines. The other three 
ministries, glass and ceramics, general 
mechanical engineering, agricultural machi¬ 
nery and vehicle-building, are in charge of 
2.'! per cent of the combines On an average 
a combine employs 2,700 people. 

One of the main underlying principles in 
combine formation was that it should be a 
vertically-integrated unit. It has not been an 
easy task to realise it in practice. It meant 
a large-scale regrouping of enterprises, which 
encountered numerous difficulties like 
accounting problems, locational problems 
and so on. As a result wc find that ail com¬ 
bines are not vertically-integrated units. The 
precise information, regarding possibilities 
of forming sub-economies and the extent of 
vertical integration already attained in the 
economy, is not available. The input-output 
tables in the GDR economy and even the 
production qpmposition of combines are 
categorised as classifted information and are 
not published. 

Discussions with experts and certain 
general articles on combines suggest that 
vertical integration has been effected only 
in a few selected branches mainly chemical 
industry and metallurgy. Amalgamation of 
combine type in these two industries has 
aaually existed historically. In the light and 
consumer goods industry, there is virtually 
no integration of backward-linked enter¬ 
prises. Exjierts are of the opinion that 
although all units are called ‘combines’ the 
process of reorganisation which bq{an in late 
70s is still not complete. The regrouping 


obviously cannot be done at one stroke, lest 
it creates chaos on the economy. Once a 
regrouping is done, it is necessary to wait and 
allow that unit and the rest of the units to 
adjust to the change. The process of com¬ 
bine formation would require a certain 
minimum time-period. Of course, it is true 
that a combine cannot be identifted as a unit 
consisting of a fixed set of enterprises. As 
technology changes, new enterprises will 
have to be included and old ones deleted. 
However, at present, reorganisation is 
required on a much larger scale to clear the 
backlog. 

The other two requirements of a combine, 
namely, the inclusion of research and 
development facilities and foreign trade 
enterprises have been fulfilled in almost all 
cases. Although one may come across cases 
where a combine docs not have a foreign 
trade enterprise annexed to it, they are rare: 

Like the extent of vertical integration, the 
autonomy given in plan formulation and 
implementation also varies from branch to 
branch The Law of Combine and 1979 
Planning Order allow a rather broad inter¬ 
pretation of the rights of combine managers 
and ministers. It can be interpreted in a 
number of ways, allowing various parties to 
command more or less authority. The con¬ 
ceptual stage may be very meaningful in 
certain branches, where the combine 
manager can himself determine the plan 
indicators. In other branches, it is pos.sible 
that breakdown of various indicators to be 
tulfilied is imposed by the central authority. 
Fot instance, in a ready-wear combine that 
I visited, output assortment is prescribed in 
great detail in terms of quantity as well as 
value. Thus, for men, the number of suits, 
jackets, trousers (long and short) in different 
price ranges are determined by the centre. 

Normally, the autonomy that a combine 
enjoys depends on the branch to which it 
belongs, its past performance and its 
manager. 

As one would expect, while tmplementing 
the model of combine management, there 
has been no accompanying enjphasis on 
market instruments. This is not to suggest 
that there have not been attempts to improve 
the ‘price structure’ or the .set of ‘plan per¬ 
formance indicators’ [for details see Melzer 
(1982)]. 

Performance Cnterur. Although a number 
of plan indicators are prescribed to the 
combine/enterprise, there are only a few 
which determine the bonus fund. These 
crucial indicators have been changing over 
the years in search of an optimal set, which 
would ensure efficient functioning for the 
economy as a whole. 

After NES, profit was again replaced by 
‘gross commodity production’ as the main 
plan indicator determining bonus fund. 
Although there was an attempt to emphasise 
detailed cost planning and rationalisation 
measures during the 70s, gross output figures 
dominated plan accounting throughout. The 
enterprise or combines found those products 
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more advantageous which had a higher pro¬ 
portion of material and subcontracted work. 

‘Gross commodity production’ as a plan 
indicator has been dropped in the 80s. At 
present there are four main indicators, which 
determine the bonus fund: net production, 
net profit, exports and finished consumer 
goods. 

Pricing Policy: IWo significant steps with 
regard to pricing have been taken. 

(i) There have been wide scale price revi¬ 
sions for the existing commodities at regular 
intervals. Initially prices were frozen in the 
early 70s. However, from 1975 onwards there 
have been attempts to ensure that the prices 
reflect the increased costs of raw materials 
and energy. Prices of the raw materials weie 
increased in the fint stage. Part of the in¬ 
crease was to be absorbed by the enterprises 
using these raw materials by increasing their 
efficiency. A part was transferred in the in¬ 
creased price of the intermediate goods in 
the second stage and so on. The whole pro¬ 
cess required quite an elaborate scheme of 
subsidies, so as not to disturb the economy 
unduly. Moreover, the consumer goods 
prices have been kept constant throughout.’ 

(ii) Secondly, there has been a search for 
finding an appropriate pricing principle for 
new and improved products. 

Price performance principle (parametric 
pricing) was introduced in 1976. This would 
take into account the use-value parameters 
as well as the cost parameters. For various 
reasons the principle was abolished in the 
80s and cost-based pricing was reverted. In 
1986, a new principle was introduced, which 
would again include use value of the pro¬ 
duct while fixing the prices. Besides, it also 
introduces a certain level of flexibility in the 
pricing mechanism. 

Finally, one should be able to assess the 
performance of the model in terms of 
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mcreased efficiency in the economy. Un¬ 
fortunately, this is easier said than done. 
Although the objective of every management 
reform is to increase efficiency in the 
economy, it is quite an impossible task to 
isolate the impact of a particular manage¬ 
ment system on the aggregate efficiency in¬ 
dicators. The aggregate efficiency indicatois 
get affected by a number of extianeous 
factors, which cannot be controlled. More¬ 
over, a particular management system suited 
for normal conditions may not be able to 
handle an emergency situation. For instance, 
one of the immediate causes for recentralisa¬ 
tion m the 70s was the disruption caused by 
a severe winter. 

In particular, it will be quite naive to 
directly attribute a stable growth rate or 
routine increases in labour or capital pro¬ 
ductivity in the GDR economy, to the com¬ 
bine management system.' However, 
experts in GDR ol the firm opinion that 
combine management is a worthwhile solu¬ 
tion to their inter-industry co-ordination 
problems. Undoubtedly, the co-ordination 
process in the economy has smoothened 
since the advent of combine management. 
They hope to develop the model further, so 
as to have combines as the backbone of their 
economy 

As I mentioned in the beginning, I do not 
wish to judge whether or not markets arc 
indispensable for the socialist economies. 
The modest objective is only to suggest that 
before making a judgment, one must take 
into consideration all possible attempts at 
improving the management system. Thus, 
there exists quite another management 
reform, which does not envisage a greater 
role for the markets but hopes to solve the 
inter-industry co-ordination problems. 

Notes 

|l acknowledge with thanks the benefit of 
numerous frank and useful discussions with 
{xofessors in Hochschule fur Okonomie, Berlin, 
GDR.] 

1 Even now, the GDR experts do not approve 
of the term 'reform'. The term is commonly 
used in a sense of rejecting past develop¬ 
ments totally. They would rather talk of 
‘improvement of management methods’. 

2 VVB—Vereinigung Volkseigencr Betriebe; 
VEB—Volkseigcner Betriebe 

3 In an effort to maintain a high level of con¬ 
sumption, the investment ratio in GDR has 
declined during the 8()s 

4 Interestingly in the case of the Hungarian 
reforms one does not even have satisfactory 
growth performance which could be attri¬ 
buted to the managemeni system (Table). 
The advocates of market economy many a 
times appreciate Hungary’s reforms solely 
on the grounds that it is the only genuine 
attempt at introducing markets 
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PERSPECTIVES 


Relationship between State and Religion 
Antinomies of Passive Secularism 

Anil Nauriya 


Discussion of secularism in India takes colour mainly from the 
Hindu-MusUm question and, more recently, the Hindu-Sikh 
question. This has shrouded from view certain other aspects and 
inter-related components of the ‘secularisation process’. 


SECULARISM defies cleai definilion 
even in the western context where what 
may broadly be called the modern ‘secula¬ 
risation process’ i first got under way. 
Ideologically it is a crude ore rather than 
a refined metal. It ha.s .several components 
occurring with compositions that vary 
with time and place In India examination 
of this matter takes colour mainly from 
the Hindu-Muslim question and, more 
recently, perhaps the Hindu-Sikh ques¬ 
tion. This has shrouded from view certain 
other aspects and intei-related com¬ 
ponents of the ‘secularisation process’. 

The pre-occupation with the inter¬ 
religious question diverts us from such 
crucial issues as whether Hindus them¬ 
selves would find it possible to live com¬ 
fortably with and in a non-scculai Hindu 
state. This is important because the notion 
of Indian secularism is often discussed a$ 
though it were a concession shown by the 
Hindu community to other religious com¬ 
munities. This assumption underlies much 
recent Hindu revivalist writing in the 
media and elsewhere. The obsession with 
inter-religious questions lures many 
writers to join the debate fiom the stand¬ 
point of their religious community with¬ 
out bothering, in their overconfidence, to 
confirm their credentials to do so. If they 
canvas for the Bhagwa Dhwaj as the 
national flag, they readily assume, in 
doing so, that they speak for the ‘Hindu 
mind’. This may be so but is by no means 
self-evident. It is at least as likely that 
Hindus themselves could find life under 
the Bhagwa Dhwaj not quite to their taste. 

The unidimensional view of the concept 
of secularism, situating the debate within 
the inter-religious framework, makes us 
less prone also to pose such questions as 
whether the acceptance of secularism as 
a norm would not inevitably require, for 
one thing, rejection of the caste criterion 
in matters of state 

The secularisation process is larger than 
itself; it involves attributes that may not 
be encompassed within purely verbal 
explications of the expression itself. That 
is why it is necessary to go beyond the 


debate on the meaning ol secularism. We 
need to inquire instead about what kind 
of slate we visuali.se and what we see as 
the proper relationship between such a 
state and religion. The relevant conception 
of the secular state will emerge in answer 
to these primary questions. 

Four elementary positions may be men¬ 
tioned at the outset in considering the 
relationship between state and religion. At 
one extreme we may conceive of a com¬ 
pletely antagonistic relationship, namely, 
of a state that is positively against religion. 
At the other end we have the stale that is 
religious in the sense of adhering to a 
particular religion. Between ihMwo ends 
of this scale are the two positions where 
the state purports either to be indifferent 
and neutral to religion or professes equal 
respect for all religions. The conventional 
wisdom is that the position at the begin¬ 
ning of the scale (the state against religion) 
is impractical while the position at the 
other end of the scale (the state adhering 
to a particular religion) is not a secular 
position at all. The general understanding 
of ‘secularism’ has oscillated between the 
two middle positions, that is, a state 
neutral to religion or, alternatively, a state 
that treat all religions with equal respect. 
This understanding of secularism results 
in a passive line of least resistance which 
is inadequate, involves inconsistencies and 
has failed to provide a basis for a satisfac¬ 
tory relationship between state and 
religion. If this is what we understand by 
secularism then it is all the more necessary 
to transcend that concept, or alternatively, 
to reconstruct it in order to impart to it 
a more active, even aggressive, content. 

The passive varieties of secularism are 
not without their value. They serve to 
inf.uence and to some extent shift the 
parameters of the debate. Yet that is not 
enough; a modern state that claims to be 
founded on a humanistic basis and 
defines its secularism in this passive sense 
runs into certain obvious difficulties. 

If one is against, say, caste as an institu¬ 
tion, can one have equal respect, insofar 
as positions on that question arc concern¬ 


ed, towards Hinduism and Buddhism? If 
one stands for equality for women, can 
one have as much respect for certain 
aspects of Muslim Personal l.tiw as one 
might have for comparative aspects of the 
relevant personal law of certain other 
religions? If one is against inhuman prac¬ 
tices, and if it were shown on some new 
evidence with lefeience to religious texts 
or usages that the practice of Sati has 
social or quasi-rcligious sanction, can one 
remain iiidiflerenl or neutral towards the 
cult me that provides such aulhnri.salion? 

To that esicnl one cannot obviously be 
neutral oi indilfcrent to the impact of 
religions on social life. The piolessed 
neutrality as also the formula ‘equal 
re.spect for all religions’ conceals as much 
as, and perhaps more than, it clarifies. 

There can be no such thing as equal 
respect for the content of all religions. 
When we bind ourselves to appreciate 
each of a given numbei of houses equally, 
we cannot remain entirely free to prefer 
the doors, windows and walls of one 
house to those ol another. The level of 
criticism, limited by the advance under¬ 
taking, inevitably becomes muled; 
criticism of aspects ol one house must 
then balance oi cancel itself out so that 
it docs not affect the stipulated equality 
of preferences between each house. In 
truth, there can be equal respect only for 
the univcisal or humanist element in each 
religion and t hai too only to the extent to 
which we can discover it. Beyond that one 
can have equal respect for all religions or 
be neutial or indifferent to religion only 
at the cost of being untrue to other values, 
say humanism, to which we may equally 
be committed. If these values provide the 
basis for our primary positions, then it is 
from these positions that we must develop 
our attitude towards religions. 

A state reflecting this understanding is 
not neutral or indifferent to religion and 
does not treat all religions with equal 
respect. It confines the respect to certain 
underlying elements of religion. This in-’ 
cvitably means that it must differentiate 
one religious impulse from another even 
within an individual religion. Further, 
such a state ts neither reltgious nor against 
religion. It provides instead an active criti¬ 
que of religion. A clue to understanding 
this conception of the relationship 
between state and religion is to be found 
in a comment made by Marx on the 
democratic state in his article on the 
Jewish question. According to him; 

The democratic stale, the true state, does not 

need religion for its political completion. On 

the contrary, it can discard religion, because 
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in 11 ihe human foundation of religion is 

realised in a secular »av. 

Here lies the key to the conception of a state 
that provides a critique ol religion. We do 
not mean by this, a state that is anti-religion 
but rather a state that has grown out of it 
and overcome it. Such a state fosters 
political, social, legal and intellectual 
challenges to certain aspects of religion by 
using as the basis of these challenges the 
human foundation of religion, which foun¬ 
dation It has realised in ilscit in a secular 
way 

this Is the true dialectical relationship 
between state and icligion 

II 

Whether oi not it was actually seen in 
these terms, this lelaiioiiship was expressed 
in India with some dialectical imagination 
in the adoption ot the Ashoka Chakra as the 
centre-piece ol the national flag and part of 
the national emblem. This symbolism has 
associations with Buddhist limes and the 
challenge that Buddhism in certain phases 
of its development had represented to 
prevailing religious and social practices, 
albeit premaiiirdy in the face of advancing 
feudalism This symbolrsm gave promise of 
a Slate that could potentially provide a 
critique of religion. The Dhaima Chakra 
was at once a statement of Indian antiquity 
and a acceptance of the religiosity of its 
tradii.ons; yet a secular critique of teligion 
was potentially embodied in the state loim 
that was held out as having come into exis¬ 
tence. This expresses well the Marxian con¬ 
cept of a state, which realises the human 
foundation of religion in a secular way, and 
which, in doing so, is able to discard religion. 
Speaking at the level of concepts, such a 
state, involving as it docs a more activist or 
interventionist view of secularism, could 
have been expected to utilise this human 
foundation to confront the non-humanistic 
practices associated with religion at least 
insofar as these impinge upon social life as 
a means of social control. 

We speak here, it is necessary to repeat, 
only al the level of symbols and concepts. 
It is not suggested that the adoption of the 
symbols in question gave to the state the 
character that the symbols potentially had. 
In fact the passive form that secularism in 
India assumed inevitably fostered a laissez 
faire attitude towards religion, enabling 
irrational and even inhuman practices to be 
justified under a religious or cultural garb. 

Evidently, there is no escape from making 
differentiations within diverse religions 
stimuli. The 'humanistic' is to be separated 
from the 'non-humanistic'. This requires 
intellectual judgment on the part oTthe state 
as also on that of political and other 
movements. In the exercise of this judgment 
II is well to remember that the prevailing 
circumstances in India and other similarly 
placed countries arc both easier and more 
complicated than in the early stages of the 
secularisation process in Europe. They are 


easier to the extent (hat. for various reasons, 
the Iriiiis of scientific advance are now 
poicniially available to us without a long- 
drawn conflici with religion. At least half 
the reason for this is that others elsewhere 
have fought these battles for us. Even if it 
IS believed that such a conflict could have 
been avoided in the Indian context, (he fact 
IS that the torment of the struggle between 
religion and free scientific inquiry is not pan 
of our own historical memory. The trial of 
Galileo, for instance, does not impinge upon 
the Indian psychic heritage. This perhaps 
helps to explain why the Indian intellectual 
so often relapses into positions that clash 
with the secularisation process. 

Since India is a lale developer in terms of 
modern science, the secularisation process 
has lagged far behind the country’s almost 
full-blown ma.ss. including elecioral, polities. 
(There are those who may object to Ihe 
reference to such a ‘process' inasmuch as this 
implies a ‘course of history'. But this is a 
mailer of semantics. Even if some other 
universalis! ideal is suhsiituted in its place, 
the effect is much the same.) This pheno¬ 
menon places apparent constraints on 
political parties and often immobilises 
organisations dependent upon electoral 
politics from aiding the secularisation pro¬ 
cess by .seeking actively to counter com- 
munalism. Even the communist parties, with 
a sophisticated social understanding, are 
known on occasion to have entered into 
awkward relations with communal organrsa- 
tion.s. And it was only in the relatively re¬ 
cent past that a large section of Indian social 
democrats adopted narrow caste categories 
as the basis for political mobih.sation and 
thereby arguably contributed to the prevail¬ 
ing bigotry. 

This enhances the responsibility and 
potential role of trade unions and similar 
organisations not directly dependent on elec¬ 
toral politics. Although this possibility is 
fraught with its own complications, 
organisations of the working class could 
electrify Indian politics if they were to 
assume a larger political role by, for example, 
intervening in communal situations at a class 
level. We merely hint at this here. The logic 
of their intervention in such issues needs to 
be dealt with separately. 

The relative lag in the secularisation pro¬ 
cess has yet another implication. It means 
that for some time to come reform move¬ 
ments within individual religious com¬ 
munities will have a crucial and very pro¬ 
gressive role to play. Such movements are 
nothing but attempts within religious com¬ 
munities to come to terms, in their own way 
and howsoever ynperfectly it may seem tO' 
some of us, with the larger and changing 
world. These movements may require to be 
supported even if the standpoint from which 
the reform impulse originates is itself seen 
as not perfectly ‘scientific’. Progressive 
politics implies support for and, if possible, 
participation in the forward movement of 


history, thi^t is in all effort that seeks the 
universalisatton of rights and concepts. 

Personalities like Gandhi, for example, 
need to be evaluated within this ftamework. 
In the controversies between Gandhi and the 
Hindu Mahasabha in the twenties and 
thirties, a progressive political position 
would have involved support to Gandhi even 
if that were specific and limited to that ques¬ 
tion. A critical appreciation of such figures 
would have to be multi-dimensional. Thus 
a favourable assessment of Gandhi on this 
question may require to be corttbtned with 
a critical approach towards the specific 
choice he apparently made of allies within 
the Muslim community. These latter were in 
certain phases possibly the Muslim counter¬ 
parts of the very sections that Gandhi was 
challenging within the Hindu community. 
This was in a sense wiaiural since such 
sections atiioiig the Muslims fell most 
acutely and immediately the threat from 
Hindu communalism and found in that con¬ 
text what was to them at the time an 
obviously sympathetic figure in Gandhi. All 
this requires to be reviewed not merely by 
pointing an accusing finger at Gandhi but 
also equally by acknowledging the failure ol 
Indian—Hindu and Muslim-liberal 
opinion to come to terms with Ihe social and 
some ol the seemingly religious concerns ot 
Gandhi 
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REVIEWS 


Calm Reasoning 

Awhok Milra 

Studios on Indian Aftriciiituro by Dharni Narain; edited by K N Raj, 
Aniartya Sen and C H Hanumantha Rao; Oxford University Press, Delhi; 
pp 238 + XIX + index, Rs 2()0. 


A SPtCIAl, climate attaches to the niche 
Dharm Narain had cicaied loi himself in 
the world of academia, that ol calm 
rcasonin(i. The combination ol filially to 
tacts and rigour ol .inalysis which marked 
whatesei he wiolc is not exactly a com¬ 
monplace in this neighboiiihood. In his 
own niannei, Dhaim Narain was an acti¬ 
vist, m the sense that he wanted the liiiits 
of economic analysis to be made available, 
with expedition, towards the inipiovcment 
ot the community. He was not however 
a clime-a-do/en crusader, abdicating the 
coolth of logic lot the sake of either pre¬ 
judice Ol unbi idled emotion. The present 
collection of his papcis on the problems 
of Indian agriculture ts a remindci of both 
hoyv much we owe to him and the void Ins 
death has created. 

'I his collection should contribute m 
another manner too. Indian agriculture is 
about as complex as Indian Socictv: ii is 
extremely dilficult to establish a generalis¬ 
ed framewoik which will explain its varied 
and variegated trends. I’crretmg ol data 
and trying out alternative hypotheses must 
be a constant preoccupation of those who 
are attracted to the task Some ol these 
hypotheses may fit m with a particular 
conjuncture of facts and events, and solve 
the riddle of phenomena lor some crops 
and regions. Others may be of greater 
relevance for unravelling the mysteries sur¬ 
rounding other situations and other crops. 
Any attempt to integrate research findings 
will therefore amount to an integration of 
disparate categories of truth. Apart from 
the coherence of skill and imagination 
that the task calls for, it also emphasises 
the need for continuous investigation of 
facts—and continuous analysis of such 
facts. Dharm Narain’s writings replete 
with nuggets of insight and wisdom, sug¬ 
gest an impressively wide range of direc¬ 
tions agricultural economic research in 
this country may fruitfully travel along. 

The collection allows us an opportunity 
to take a total view of how his views were 
evolving. An essential aspect of economic 
analysis concerns the role of pricing as a 
determining variable. Dharm Narain s 
early re.scarch concentrated on gauging 
the influence of the pricing mechanism in 
Indian agriculture, leading to the volume. 
The Impact of Price Movements on Areas 
under Selected Crops in India, 1900-39. 
It firmly helped to establish the fact that, 
contrary to the notions of the sui generis 


school, the negative supply curve did not 
exercise much suzerainty, Indian agri¬ 
culture too responded to price stimuli. The 
lust chaptet of that famous book is re¬ 
produced in this collection, we can thus 
reactpiaint ourselves with the quality of 
neatness with which he summed up the 
protdem as well as laid down his hypo 
thesis. He lixes attenium on six principal 
crops—rice, wheat, cotton, jute, ground¬ 
nut and sugarcane—and examines the 
mutual lelationship, over time, between 
area, prices, rainfall and yield He is both 
meticulous and objective in his analysis. 
No general conclusions are possible and 
therefore drawn; the innuer.ce ol indi¬ 
vidual factors on both cropping pattern 
and yield varies from region to region 
I'here can however be no getting away 
from the central issue: the Indian farmer 
IS an economic animal, incentives appeal 
as much to him as to anyone else, prices 
and profits do indeed matter. But, again, 
Dharm Narain would not pitch his claim 
to immodest lengths. While prices have a 
bearing on ciopping patterns, it is dilficult 
to quantity with precision the extent ol 
this influence; the oidmal relationsliip is 
established, any assertion of cardinality 
will have to await further findings. 

Once you are in the world of relative 
prices, you are only a short hop away from 
the problem of terms of trade. The 1957 
papei, reproduced hcic from the Indian 
hcononiic Review, is a brilliant attempt to 
relate the movement of terms of trade bet¬ 
ween agriculture and industry to problems 
besetting capital formation in poor, most¬ 
ly piimary-productng economies. The 
theme has a classical hue; Dharm Narain 
brings the majesty of a matching analy¬ 
tical prowess while dealing with it. Again, 
more than anything else, it is precision 
which counts with him. Agricultural 
surplus is the most crucial element m 
capital formation in an underdeveloped 
economy, but this surplus deserves to be 
broken down to its heterogeneous com¬ 
ponents, each of which may respond dif¬ 
ferently to price stimuli and terms of trade 
shifts. One mu.st make a distinction bet¬ 
ween surplus offered to the market in 
response to the farmers’ requirements for 
meeting the imperative obligations of tax 
and rent payments, and surplus relatable 
to tlie need to obtain purchasing power to 
buy non-agricultural inputs as well as con¬ 
sumer goods. One has at the same time 


to distinguish between the behavioural 
pattern of marginal tanners at the bottom 
of the agraiian hierarchy and the rich 
peasants at the lop, and study separately 
lor them trends m pi ice and income 
elasticities 

Many of these musing.s went into 
Dhaim Naram's 1902 monograph, re¬ 
produced ill this volume. The DiUnhution 
of the Murketed Surplus of Agricultural 
Produce hv Size-level oj Holdings, 
1930-51. It had impoitaiit bearings on 
policy, since lotighly one-half of the 
niaiketed suiplus in the year he covered, 
the facts indicated, were really in the 
naluie ol distiess sales on the part ol 
small and marginal farmers. The implica¬ 
tions of shifting lei ins of trade on the size 
ol marketed surplus continued to engage 
his attention, and resulted m at least two 
othei iiiajoi papeis 

By the 1970s. Dharm Narain had 
moved on to broader spheres. Issues of 
productiviiy and technology induction in 
Indian agriculture largely engaged his at- 
leiilion. He was not one to be intimidated 
into conclusions by cither political slogans 
Ol iiewspapci headlines. Indian agri- 
cultuie was asm lollow'ing the long phase 
ol stagnancy witnessed m the colonial 
peiiod, but what exactly was the nature 
of change taking plate aiound us? In his 
celebrated papei on ‘Cirowlh and Im¬ 
balances iri Indian Agiicultuie', he stressed 
the lopsidedness which continued to mark 
agricultural growth in the country. The 
grcatci part of the output growth during 
the 1950s, he show-cd, w-as the con¬ 
sequence of two different kinds ol shifts 
in cropping pattern; first, a shift away 
from foodgrainc into non-foodgrains , | 
flops, and, second, a shift from lower- 
valued flops, such as jawar and bajra, to 
highei-valued crops such as wheat. Much 
ol the giowth 111 tins decade was also 
associated with a locational rearrange¬ 
ment of crops, for example, the shift of 
lice Irom regions where the yield was 
lower to higher-yield regions. The story of 
the 1950s was however not repeated m the 
sixties; at least two- thirds of the rise in 
productivity 111 this peiiod were indepen¬ 
dent ot shifts in cropping patterns and 
directly attributable to the induction of 
high technology on a given base of crop¬ 
ping patterns. 

Perhaps Dharni Narain was only partly 
right. Later developments certainly sug¬ 
gest that the weight which ‘superior’ 
technology brought to bear on Indian 
agriculture soon petered out; we now wait 
for a stiuctuial breakthrough to help to 
carry the momentum of growth further. 
Nonetheless, at this distance we can see 
more clearly the implications of the kind 
of issues Dharm Narain was laying em- 
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only moderate oppottunnies for profes¬ 
sional advancement workers in a large 
nunibei ol cconomicall> marginal and 
small units, policemen, teachers, postmen, 
sweepers do not aUsays suffer fiom in¬ 
efficiency, [xroi work motisation and arres¬ 
ted development" (p R4). Rastogi wants us 
to believe that these woikers have elevated 
the moral basts of their respective work 

F^sychic resources like search (or excel¬ 
lence, striving for achies'ement, dedicatir'it 
to work, coping with hardships, Irustialion 
and tolerance have a bearing on the pto- 
duettvity of an individual But to say that 
they -ome through exalted spiritual values 
is an altogethei different and unconvtncing 
proposition. 1 here is no ev idence in sup¬ 
port ol Rastogi's ur//roc hypothesis, I rom 


JERKY NORMAN teaches at the depart¬ 
ment of Asian Languages and Literature 
at the University of Washington. I had 
read his veiy useful and informative 
contribution on ‘Linguistics' in a volume 
Science m Contemporury China edited by 
IjCO .a Orleans (published in l^fSO). Now 
he has come out with a very valuable and 
informative volume on the Chinese 
language. This volume is not only meant 
for the general reader, students of the 
Chinese language but also has enough 
material in it lor the specialist 

Out ol Its ten chapters, three or four in 
particulai ate of general interest. Apart 
from the introduction, chapters 2 and .J 
would answer a whole set of questions 
which a lay reader usually has about the 
‘tonal’ character of the Chinese language 
and the Chitic,se script. He might get some 
understanding of how and why the same 
sound acquires a widely different meaning 
the moment the tone is changed. (A 
favourite example witli my teacher was 
that with a wrong tone an aircraft can 
become a fat chicken. Norman himself 
cites the examples of ha, xi, and !iu and 
their diffcient meanings in four different 
tones.) But he would also discover from 
this book that “although the Modern 
Chinese dialects arc all tonal, this was not 
necessarily always the case”. Also that 
“the hypothesis that tone is an inherent 
and unchanging feature of some language 
families was definitively refuted by Andre 
Hendricouri" in his I9.S4 aiticle De 
I'origine des tons en iietnarmen. In fact 
the old Chinese was a toneless language. 

In order to describe multiplicity of how 
the same character can be and is pmnunc- 
ed differently, a commentator had once 
cited the example of numerals. The 
number 5 is written in the same way in 
English and German. But an Englishman 


the point of view of action theory and 
specifically that of the social system it may 
be said that the burden of proof rests 
upon him who asserts that what has been 
considered an action theory problem has 
been adequately solved (Parsons, 1970i 
p .J2). Since this is not done by the author 
his message does not cut ice with rational 
minded readers. 

Koferencfs 

Bell, Oaniei (1974). The Coming of Posl- 
IniJusirial Society A I'eniure in Social 
Iorecacling, Arbold-Beincniann Publishers 
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Parsons, Talcoil (1970), The Social Swtem, 
I oiidoii, Roiilledgc and Regan Paul 
Ibtflei. .Ahiii (1980), The Third Have, Pan 
Books 


pronunces it as ‘five’ while the German 
looking at the same written form pro¬ 
nunces It as ‘fuenf. If you could imagine 
this happening to the written forms of 
ideas and words as well, you have imagin¬ 
ed the problem of pronunciation of 
Chine.se characters. The divergence and 
variety of ‘dialectal’ pronunciation of the 
Chinese are immense. Norman outlines 
the history of the written forms of the 
C'hinese in great detail and ably helps the 
.student to cope with the wide ‘dialectal* 
variation of pronunciation. He also 
emphasises that in spite of the fact that 
putonghua (the common language) is now 
compulsorily taught in the schools, the 
dialects have survived and will probably 
survive for a very long period of time. 

The chapters 4 to 9 of this book go into 
technical questions of interest to specia¬ 
lised students of Chinese language and its 
history. They discuss the rise and develop¬ 
ment of written vernacular and the 
emergence and nature of modern standard 
language and the dialects of the Chinese 
language. Norman has incorporated a 
fascinating range of existing research in 
the preparation of his account. He has 
consulted not only researches in Chinese 
and English but also work done in French, 
German and Japanese. This book thus is 
an excellent introduction to the history 
and linguistics of the Chinese languages. 
An earlier book (now dated) which 1 had 
seen which c.'tme close to the range of 
Norman's book was RAD Forrest’s book 
The Chinese Language, the second edition 
of which had come out sometime in the 
mid-sixties. For some reason Norman has 
not referred to it. Forrest also cites almost 
the same loan-words which the Chinese 
languages have accepted from Sanskrit, 
for example, as Norman has done. Of 
course, Norman has as his sources works 


by Friederich Hirth (1911) and Barthold 
Laufer (1919). There was therefore no 
particular reason to cite Forrest. Apart 
from Forrest’s, the only other book of 
this genre which I have seen is Paul 
Kratochvil’s The Chinese Language Tbday 
(which is cited by Norman) published 
in 1968. 

The most interesting point about 
Norman’s book is the relationship which 
he sees in the dominance of a single 
literary and governmental mode of exores- 
sion exemplified by the earlier varieties of 
standard Chinese and in recent times by 
putonghua on the one hand and the unity 
of China on the other. In Indian history 
Sanskrit or Pali had played that role once, 
in any case this connection between 
politics and linguistics is interesting except 
that this is slightly outside the scope of 
Norman’s work. He, therefore, makes the 
necessary reference to it, compares it with 
the position of Latin in Europe and its 
subsequent decline and moves on to other 
areas. 

Right at the beginning of the book Nor¬ 
man says that “perhaps the most impor¬ 
tant factor in creating such different 
cultural entities in Europe was the aban¬ 
donment of medieval l^tin as a common 
literary language and the adoption of dif¬ 
ferent local languages. . China did not 
experience a comparable break with the 
past until the present century ’’ How 
very true, one should add. It’s a pity that 
we in India have not undertaken such 
studies. Had we done that we would get 
interesting parallels not only in ca.se of 
Sanskrit and Pali but also in case of Hin¬ 
di and Urdu in north India at different 
times and different places perhaps. A 
whole new peispective would emerge on 
the cultural scene of Ancient India and 
also of contemporary north India if we 
were to look at the Chine.se expierience 
closely. Europe and America do not 
necessarily have to do it. Therefore, Nor¬ 
man mentions these tactors and moves on 
to the more technical (and no less scholar¬ 
ly) aspects of the history and structure of 
the Chinese language. An Indian expert 
probably would have reacted to these 
things differently. But there is none. One 
hopes that we would have an Indian 
writing a book on this subject in future. 
Meanwhile, one has to read more in Nor¬ 
man’s book than the concerns of his book 
would warrant. In any event his is an ex¬ 
cellent book, thorough in its scholarship 
and erudition and no less well written foi 
that. 


When corresponding with the 
Circulation Department, subscri¬ 
bers are requested to mention their 
subscription numbers. 
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(^hinose by Jerry Norman; Cambridge Language Surveys, Cambridge Univer¬ 
sity Press, 1988; pp xii i 292, hardback £ .10, paperback £ 11.95. 
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Decentralised Planning 

An Overview of Experience and Prospects 

H Hanuinaiitha Kao 

The concern for decentralised planning in India is as old as planning itself. However, hairing a few exceptions, 
the performance in this respect has been dismal despite the setting up of formal structures like panchayati raj 
institutions on a statutory basis. What are the factors which have contributed to the non-implementation of the 
idea of decentralised planning? 


I 

'I'ho (Context 

DbCl-NlRAI ISAflON of (he planning 
process has beconie, ol late, a tnatier ol 
world wide concern, whether in socialist or 
triived economies. Decentralisation through 
the involvement of local-level representative 
institutions in the formulation of plans for 
development as well as their implementation 
IS being advocated in the interest of efficient 
utilisation of resources and for ensuring 
more equitable sharing ol benefit from 
development. In the case ol public enter¬ 
prises, decentralisation oi de-burcaucratisa- 
tion IS advocated for secuiing autonomv for 
the management in respect ol decisions on 
importaiM mailers relating to itiscstmenl, 
product inix, pricing, wages and laboui rela¬ 
tions, with a view to ensuring result-oriented 
performaute 

This geneial concern lor decentralisation 
has been pteceded by long periods ol plan¬ 
ning when fairly high lates of investment 
and high levels ol developnii-nt have been 
achieved particularfy in respect ol physical 
infrastructure, c g, power, irrigation, roads 
and communications, etc In socialist coun¬ 
tries, basic changes in properly lelationships 
were brought about before the start of the 
planning process it.self besides achieving a 
high level of social development, e g, educa¬ 
tion, health and recreation facilities, etc, over 
the plan period. In India, however, the pace 
of structural c'lianges and .social development 
has been slow, although certain institutional 
measures undertaken such as abolition of in¬ 
termediaries in land, ceilings on the owner¬ 
ship of landholdings, nationalisation and 
development of major financial institutions 
did contribute to opening up the oppor¬ 
tunities for development for wider sections 
of population. 

The present concern for decentralisation 
should thus be seen in the context of the slow 
rate of benefits flowing from the infrastruc¬ 
ture already built up as indicated by the slow 
growth of productivity and, in the ca.se of 
India, insufficient percolation of benefits to 
the poor and the socially disadvantaged sec¬ 
tions, despite the proliferation of several 
poverty alleviation programmes in the recent 
period. Improvements in productivity 
through speedy absorption of modern 
technology as well as better allocation and 
utilisation of the available resources and 


grcalei impact of such productivity improve¬ 
ments on the living conditions of the weaker 
sections of population are sought to be 
achieved through decentralised planning. It 
IS also recognised that certain pre-iequisiles 
for decentralised development such as 
education, general awareness, technical and 
organi.satioital capabilities are found in 
greater measure now than in the early years 
of planning. 

Decentrali.sation in decision-making is ex¬ 
pected to be limited to certain sectors where 
the concerned unit of planning has a com¬ 
parative advantage. These are generally acti¬ 
vities and investments which are located in, 
and the fiow of benefits largely confined to, 
the area concerned. Therefore, the process 
ol decentiali.sation envisaged is not likely to 
weaken central planning, much le.ss to 
obvi.iie the need foi it. Indeed, an inielligent 
process ol decentralisation may contribute 
to the stiengtheniiig of the planning process 
in general by relieving the higher levels of 
planning from detailed decision-making and 
ovciseeing and thus strengthening their 
capabilities in taking overall allocative deci¬ 
sions including those having a bearing on 
planning and development at the lowei 
levels, 

II 

The IisHurft 

In this paper, we are concerned with 
decentralised planning essentially at the sub¬ 
state levels, I e, regional, district, block and 
village levels, although the locus of attention 
will he decentralised planning at tne district 
level, in India the concern for decentralised 
planning is as old as planning itself. The 
First Five-Year Plan was as clear and elo¬ 
quent as any latest official document on this 
subject. The following lines from the First 
Plan document bear this out; 

A-democracy working for social ends has 
to base itself on the v.'illing assent of the 
people and not the coercive power of the 
state. . their own views about their needs 
and difficulties and the correct solutions 
must be elicited and given the fullest weight 
in making the plans, in the execution of 
which they will be called upon to assist 
Means have, therefore, to be devised to bring 
the people inio association both at the stage 
of formulation of the plans and in their 
implementation from stage to stage. 


The same position was reileialed in one 
form Ol another in all the subsequent plan 
documents including the Seventh Plan The 
Balw-ant Rat Mehta 'leiini appointed in 1957 
iccommended constitution of statutory elec¬ 
tive local bodies wiili the necessary 
resources, power and autlioiity devolved on 
them and a decentralised administrative 
system working under then control, which 
became the genesis of the panchayati raj 
system introduced in the couniry. The Plan¬ 
ning Commission issued guidelines for 
district planning as tar btic k as 1969. In 
1977, the Planning Commission appointed 
a working group under the chairmanship of 
M L Dantwala lo draw up guidelines for 
block-level planning. Another coinnmtee on 
panchayati raj headed bv Ashok Mehta was 
appointed in 1977. Both the commillees sub¬ 
mitted then lepoits m I97g. In 198.1, the 
bconomie Adsisoiy Council to the prime 
ministei presented its Report on Decen¬ 
tralisation of Development Planning and 
Implementation in the States. The latest in 
the senes of such reports is that of the Work¬ 
ing Group on District Planning submitted 
to the Planning Commission in 1984, which 
formed the basis of the Seventh Plan pro¬ 
posals on decentralised planning. 

Barring a few exceptions, the performance 
in respect of decentralised planning has been 
dismal, despite periodic reiiciaiion of inten¬ 
tions and the setting up of formal structures 
like panchayati raj institutions on a statutory 
basis. After the initial enthusiasm m the late 
fifties and early sixties which raised expec¬ 
tations, there has been a retrogression for 
over two decades now. Although the idea of 
decentralised planning at the district level 
has been revived recently with some vigour, 
it is necessary to bear in mind that a periodic 
revival of the idea has been a part of the 
history of oui planning. It is important, 
therefoie, to understand why the idea, 
though all along with us, has failed to work. 
In the absence of a proper understanding of 
the forces operating against decentralised 
planning, the pre.sent exercises are bound to 
result in the repetition of platitudes. A hard 
and objective look at the factors inhibiting 
meaningful decentralisation of planning and 
those conducive to it is called for. 

In the discussions on decentralised plan¬ 
ning it is readily assumed that our growth 
performance would have been distinctly 
better and the distribution of benefits from 
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devclopmcm tar more equitable if onl> we 
had cffeaive plaiiriiiip ai the suh-siate, 
pariieiilarly at the iiia'.sroots leveK 
HoweNcr, rt is necessary to esamitie the 
valtdit.' of this proposition in the light of 
the factors or elcmctits contributing to 
growth 111 ilic post-iiiilepem.leiHe pciiod and 
the coiiipetmg elaiiiis, iiiidei the prevailing 
social Miiu-ture. on the gains of development 
at the grassroots levels. In the light of such 
analysis, n woiil'l he necessarv to identify 
the di'sirablc degiee of detciitiali.sation in 
planning and tin. socio-political precondi¬ 
tions for nialsiiig it feasible consisteni with 
equitable distrihmion ol benefits Irom 
development 

III 

IK'oentralisfci I’lanning: 

Exporionoo over Tim«* 

Political and bureaucratic icsistance at the 
state level to shaimg powei and lesourccs 
with the local-level institi.notis lor planning 
from below, is ollen cited as the s.iigle most 
important reason lor the laiiiire of decen¬ 
tralised planning to strike roots Tlierctorc, 
those troiri the centre who tidvocatc decen¬ 
tralised planning have been exhorting the 
state goverimiciils time and .igam to imple¬ 
ment the agreed schemes and guidelines on 
deceniralisalioii In view ot the tardy pro¬ 
gress on this front, llieie ute moves now to 
secure sonstiiutional sanction for periodic 
elections to the panchayati laj institutions 
and delegation of certain planning functions 
as well a.s devolution of resources to them 
by specifying subjects under the District l.i.st, 
the State 1 ist and the t'oncurrent l.isi. It 
may be noted, however, that panchayati raj 
institution', do enjoy even at present some 
kind of sialuiory position in the states which 
has not prevented the stale governments 
from encroaching uisoii their powers and 
functions undci various pielexts and 
Thiougli various devices It may be noted on 
the othei hand, that the planning process in 
the country, both at the ventre and in the 
states, has been woiking reasonably well 
despite tile absence of constitutional provi¬ 
sions either in regard to the planning func¬ 
tions Ol the devolution ol plan resources to 
the states 

The experience of the work ing of the pan¬ 
chayati raj institutions has icvealed that 
under the prevailing social structure and pro¬ 
perly relations, the rural elite has often come 
to dominate these institutions and appro¬ 
priated a major share of benefits from 
development so that the improvement in the 
living conditions of the poor and the under¬ 
privileged has been negligible. In view of this 
those wtuv see decentralised planning as a 
means for improving the socio-economic 
condition ot the weaker sections arc scep¬ 
tical about the prospects of dcccnttalised 
planning' unless structural changes arc 
brought about to ensure the rise of the rural 
poor to a position of dominance m these 
institution.s. 

It is true that luck of political will at the 


state level and the dominance of the rural 
elite at the grassroots level arc basically 
responsible for the failure of decentralised 
planning to malcrialise and for the non- 
fultilment of its avowed objectives in most 
cases where it is on ground. Bui what is 
overlooked is that lack of political will at 
the grassroots level is equally responsible for 
these lailurcs. li is puzzling to observe that 
despite the improvements m educational 
levels, general awareness and political con¬ 
sciousness over the last lew decades, the 
pressure for decentralisation is coming now 
not so much from the grassroots as from the 
central and the stale governments l,ack of 
initiative from the grassroots in this regard 
introduces a measure of scepticism about the 
prospects foi decentralisation in planning 
Since decentralised planning involves 
delegation of decision making powers lo the 
sub-slate levels with corresponding devolu¬ 
tion of resources, the performance in this 
respect is very much linked 40 the politics 
ol planning and development within a 
democratic framework. In the early years of 
planning, the political leadership both at the 
central and slate levels had an ideological 
commitment to decentralisation, as nuvsi ol 
them were in the forelroni of the national 
movement lot independence and hence 
shared the perspectives ol developnicnl in a 
tree India as espoused during the freedom 
struggle. This generation of leadership also 
lelt politically secuie and confident because 
of their pic-ernmem position earned even 
before independence. Also, in the early years 
ol planning, the level of public expenditure 
was relatively small, accounted largely b> the 
essential infrastructural investments 
Over a period of time, howevei, the strug¬ 
gle I'or political power began lo manifest 
itself at the stale level. The state leaders 
almost everywhere encounteicd challenges 
to their power within the ruling party itself 
and became increasingly controversial and 
weaket and hence began to leel insecure. On 
the other hand, planning and public expen¬ 
diture steadily grew in importance. The 
I ising importance of public expenditure pro¬ 
vided opportunities for political consolida- 
litrn to the ruling elites at the state level. The 
allocations for schools, hospitals, roads, 
water works, etc, which can potentially be 
decided upon at the district level by the 
elected institutions began to be increasingly 
m,adc by the dominant groups at the state 
level by .superseding the local-level institu¬ 
tions. The conflicts became sharp in cases 
where such institutions were dominated 
either by those belonging to a different 
political complexion or 10 a different 
political group within the ruling party itsell. 

In this process of decision-making from 
above, a large pan of the local elite at the 
district and other levels became a beneficiary 
from such dispensations. The local elite in 
course of time got recruited into one or other 
channel of political power and patronage 
flowing from above and thus became an in¬ 
tegral pan of the political establishment. 
These developments may indeed explain why 


there is no discernible movement and 
pressure from the local-level elite for effec¬ 
tive decentralisation in planning at the 
district and block levels. 

It is also important to recognise that the 
imperatives of development planning in the 
initial stages favoured centralised decisions 
at higher levels. For one thing, development 
of infrastructure, e g. power, major and 
medium irrigation accounted for the bulk 
of the state plan outlay.,, could be planned 
betiei at the state level. Even the divisible 
outlays on Hems like education and health 
could be decided upon at the stale level, 
without .serious loss of efficiency. 

Secondly, tcchnoiogical changes introduc¬ 
ed in agriculture around the mid-sixties were; 
ol necessity, exogenous to the sub-state 
levels, as they had to originate from research 
.stations and universities. The extension of 
new methods of cultivation and the supply 
of modern inputs like high yielding seeds, 
Icrliliscrs and pcstifcides through centralis¬ 
ed agencies led to the strengthening of line 
deparlment.s at the expense of community 
development and panchayati raj institutions. 

Thirdly, the initiative for institutional 
changes such a.s land reform, nationalisation 
of banks, etc, came Irom above from the 
central leadership and the leadership at the 
stale level merely fell m line. Thus the initi¬ 
ative lot such basic structural changes did 
not originate from the ‘grassioots’ where the 
vested interests got fully entrenched and 
indeed put up lesistance to measures on land 
and credit relorm and managed to sabotage 
them to a considerable extent. 

Fouithly, by the late sixties and early 
seventies, the development experience had 
belied the assum)Hion that economic growth 
will automatically result in the reduction of 
povcity Population growth at well over two 
per cent per annum and the highly inade¬ 
quate percolati'ori ol benefits from develop¬ 
ment to the poor under the prevailing social 
structure, was leading to social tensions and 
ixrlilicai unrest. IzKal-level institutions func¬ 
tioned well as long as they were concerned 
with problems such a.s roads, schools, 
hospitals, etc, which were common to 
various interest groups. But the rural elite 
were not interested in programmes which 
benefited mainly the poor and the under¬ 
privileged. 

When poverty removal was incorporated 
as an explicit objective of development 
strategy in the early seventies, several pro¬ 
grammes for the benefit ol .small and 
marginal farmers, landless labourers, 
scheduled castes and tribes were launched 
at the initiative of the government at the 
centre. Given the prevailing social structure 
and dominance of the rural rich it the local 
level, it did not appear, at least in the initial 
stages, that decentralisation was necessary 
for the effective implementation of such pro¬ 
grammes. Indeed, the experience with insti¬ 
tutional reforms pointed to the need for a 
contrary course of action. The rural elite 
which continued to be opposed to the 
various beneficiary-oriented programmes 
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meant for the poor was largely bypassed in 
the initiation and implementation of such 
programmes. However, these programmes 
continued to encounter resistance from them 
in subtle ways including the appropriation 
of a large chunk of benelits meant for the 
poor. 

In view of the above experience, it appears 
an exaggeration to think lhal lack of decen¬ 
tralised planning has proved to be a serious 
impediment either to growth or social 
justice. After all, the ideas of planning 
modernisation, democracy and social justicc 
did not originate from the grassroots. They 
were largely borrowed from the experience 
of the west in the couise of their own strug¬ 
gles for independence, democracy, develop¬ 
ment and social justice. A national con¬ 
sensus was built around these goals in the 
course of our own national movement for 
independence over a long peritid. 

This is not to suggest, however, that these 
ideas are either alien to our culture or cannot 
be implemented through the democratic 
institutions at the grassroots levels. In fact, 
we are reaching a stage in the developmental 
process and the evolution of our democratic 
polity when decentralised planning has 
become both necessary and possible The 
outlays on social development and poverty 
alleviation which arc divisible in nature aic 
becoming increasingly important as a pro¬ 
portion to total plan outhay and, poicntially, 
most of them can be planned best at the 
local level. Secondly, the dominance of the 
rural rich in the elected local-level institu¬ 
tions, though veiy real in most places so f,u, 
IS not an unchangeable phenomenon As 
discussed later m this paper it should be 
possible to devise an electoral system 
whereby the poorer strata come to dominate 
such bodies. As it is, the awareness on the 
part of the poor and the underprivileged is 
much better now than in the initial stages 
of our planned development. By introducing 
certain measures for social change, it should 
be possible to ensure an effective participa¬ 
tion of the poor in such institutions. Such 
a participation has become necessary not 
only for better planning of various poverty 
alleviatioTi programmes but, more impor¬ 
tantly, for mmimising leakages in their 
implementation so that the benelils ol these 
programmes react* the poor. 

IV 

Experience across Stales 

The above discussion should not lead to 
the inference that decentralisation as such 
in planning did not matter at all m India so 
far either for achieving growth or for ensur¬ 
ing social justice. The effective decentralisa¬ 
tion in planning in India exists today at the 
state levels vis-a-vis planning at the central 
level. The effectiveness of decentralisation 
" at this level did seem to affect growth and 
where institutional reforms have been suc¬ 
cessful, it did seem'to make an impact on 
social justice also. The effectiveness of 


decentralisation in planning at the state level 
'seems to depend very much on the size of 
, the state. The smaller the size of the state, 
the greater seems to be its ability to take deci¬ 
sions quickly and implement the program¬ 
mes effectively by promptly reaching the 
grassroots levels and responding to their felt 
needs Similarly, decentralisation at the sub¬ 
state levels seems to be effective and pcrcola 
lion of benefits lo the pooi satisfactory 
wherever land rcfoims have been effectively 
implemented. I he viability of the size ol the 
Slate and stmcluial changes brought about 
seem to have had a greater impact on growth 
and social justice than formal deeenlialisa- 
tioii of planning below the stale level 

I lie experience of Punjab and Maryana 
iMustralcs how smaller stares with progressive 
land tenure systems can grow fasiei wirh 
more equitable sharing of benelils ol growth 
even without decentralised planning at the 
sub-state levels. The pet capita income of 
these states is liigliesf among all the slates 
of the country and the growth late m income 
has also been about the highest among 
states The system of land tenures is pro¬ 
gressive and the proportion ol people below 
the povcily line is the lowest m the eotinlrv 
There is hardlv any decentralised planning 
worth the name below the slate levels nor 
IS thcie any enthusiasm visible among the 
politicians and administrators for decen¬ 
tralised planning, c g. district planiimg in 
these slates. Indeed, they seem lo be some¬ 
what sceptical about the need foi deeen 
Iralised planning, as bulk of the resourcts 
arc committed for Ifie development of it riga- 
lion and power so that there is already a 
clear lag between the developineiil of such 
infrastructural sectors and sectors of social 
development winch can be planned at the 
state level. However, owing to the increase 
in demand for labour in agriculture and 
rural industries, the wage rales are liigh 
resulting in a greater reduction in the poverty 
ratio than among other states. In view of the 
ease with which various government func¬ 
tionaries are able to communicate with 
grassroots levels, decentralisation in plan¬ 
ning does not appear as an immediate felt 
need in these .states. At the sub-stale level, 
the effective units for decentralised decision¬ 
making seem lo be the millions of farm and 
non-larm households whose initiative has 
been released on account of progressive land 
tenures, good infrastructure, profitable 
technology and responsive administration. 

At the olhei exiieme are big states like 
Uttar Pradesh, Bihar, Madhya Pradesn and 
Rajasthan wheie decentralisation of plan¬ 
ning at the sub-state levels is highlighted as 
a felt need and one finds a visible concern 
among politicians and administrators for 
decentralised p'anning. However, it is 
precisely in these states that decentralised 
planning is least successful. It appears as if 
the very largeness of size which necessitates 
decentralisation m^itates against it. For one 
thing, a larger state is also, as a rule, a more 
powerful unit in terms of concentration of 


political as well a.s bureaucratic power. 
Devolution of planning functions and 
resources to a largo number of districts 
would mean immediate parting with enor¬ 
mous power enjoyed by the politicians and 
bureaucracy at piesent as also loregoing the 
opportunities for ilie (tiviribututn of patro¬ 
nage. A bigger suite is moie pione lo creep¬ 
ing political dissent .itid iiislability and ilk' 
lulmg elite can ill afloid to suirondcr the 
instruments for consolKl.uion of its power, 
Secondly, since dcvenlialisation m planning 
does nol amouni lo giving complete auto¬ 
nomy lo sub-stale levels .iiid indeed involves 
consideiablc .imoiiiil ol vsoik at the state 
level bv vsay ol co-onlinaling and monitor¬ 
ing vieselopmeiu work ihiough dcceiilialisa- 
lioii, a switchover from ihc existing .style of 
work ol taking deeisions direeilv lo an 
indirect management ilirough sleicniralisa- 
tion among innumerable uniis is uol an easy 
job. These states are thus too big and cen¬ 
tralised lo embark upon decenlralisation. 

riiese states accMuni for llie kiwcst per 
capita income among all states and their rate 
of growth in income has m general been 
lower than the national aveiagc The propor¬ 
tion of people below the poverty line among 
these slates is highest sshen compared to 
other slates in ihc countiy I here is, 
ihcreloiL, a severe lesoiiices crunch in these 
slates 111 iclalion to the csseniial rcquiic- 
menls for mlrastrmtuic dcvelopiiicni and’ 
poverty allcvialioii The scarcity of available 
resouises also miliiales againsi ihcir adc- 
quale sliaiiiig with iinils al Ihe sub-state 
levels These sl.itC' .lie also charaelcrised by 
outmoded land lenuie svstems with the 
vestiges ol serin Icudal relationships. The 
pandiayali raj instiiiitions arc, therefore, 
easily dominated bv the rural due and, in 
quite a few places, even b^ those lacking^ 
commitment to the democratic norms and' 
processes In such a situation, one cannot 
expect genuine concerns at the grassroots 
levels for decentralised planning, much less 
for an equitable distribution of benefits to 
the poor and the underprivileged. The 
technical capabilities for planning are also 
lacking at the lower levels, although this 
cannot be considered a signifieaiil bottle¬ 
neck in these slates. 

Whatever decentralised planning is practi¬ 
sed at the disliict level m these states, and 
indeed m most other stales in the country. 
IS done esseiil tally by the bureaucracy by 
putting together the various schemes under¬ 
taken by the ditfcrcni departments within the 
parameiers set at the slate level. In quite a 
lew cases, this can even be de.scribcd as 
district planning done at the state level. Even 
planning at a regional level such as for hill 
areas in Uttar Pradesh is reduced essentially 
to the putting together of schemes under¬ 
taken by various departments at the state 
level and at best monitoring of the flow of 
resources into the region oq account of such 
schemes. 

Even states like Gujarat and Maharashtra 
which hav-c pioneered decentralised planning 
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at the district level in ihe country, find the 
area ol freedom lor the allocation ol 
resources at the district level exircrtiely 
limited. In Gujarat, for iitsiancc, where 
about 30 per ccm ol the state plan outlay 
is accounted by district-level schemes, a bulk 
of it is accounted by the depart mental 
.schemes and only about 20 per ceni ol it oi 
about 6 per cent ol the total state plan outlay 
is amenable to tree allocation at the dtslriei 
level. Besides, as miich as 80 to 90 pet cent 
of the outlays on district-level schemes ate 
accounted by the ex(icnditure lor ongoiny 
schemes and very little is lell lor the new 
schemes to be itndei taken 

A moie serious hmitalion to the cllective- 
ness of districi planning' even in such advan 
ced states, noi adequately appreciated so lar, 
arises from the failure lo reduce disparities 
in development between differenl regions. 
Marathwada and Vidarbha in Maharashtra, 
Saurashtra and Kiitch in Gujarat, Telangana 
and Rayalasccma m Andhra Pradesh and 
Uttarkhand in Uttar Pradesh are some clear 
examples of the 'css-developed regions 
When some ol these areas were merged lo 
comstituie the linguistic stales at the time of 
the states’ reorganisation, as in the case ol 
Maharashtra and Andhra Pradesh despite 
the recommendation lo the contrary by the 
Slates' Reorganisation Commission, it was 
done with the assurance that special steps 
would be undertaken lo bring these back¬ 
ward regions on pai with the developed 
regions. However, the polities ol planning 
in a democratic set-up within the state as a 
political unit have been such that it became 
increa.singly difFicult to impose sacrifices on 
the developed regions to the advantage of 
backward regions. The evidence, on the 
contrary, points to thj; accentuation of 
disparities as in the case of MarathwaJa, 
Vidarbha, Rayalaseema and Uttarkhand. 
This has happened despite the constitutional 
provisions to safeguard the interests of the 
backward regions through the establishment 
of regional development boards with special 
powers to the governors for monitoring pro¬ 
gress, as in the ca.se of Maharashtra and 
Gujarat. 

It is wrong to expect that decentralised 
planning at the distria level by itself can go 
a long way in reducing regional disparities 
in development. For one thing, the back¬ 
wardness of each of these regions consisting 
of a number of districts, arises either from 
specific agro-ciimatic factors or from long 
periods of neglect before they were merged 
Into the composite states. Because of these 
reasons, an integrated approach to the plan¬ 
ning of infrastiuctuie for each of these 
regions is required for removing backward¬ 
ness. This is necessary even for making 
district planning effective by priwiding infra¬ 
structure which is beyond the district-level 
outlays. The potential district-level plan 
outlays account for only about 25 to 30 per 
cent of slate plan outlay. Maharashtra shows 
a higher figure of around 40 per cent. This 
means, as much as 60 to 70 per cent of 


outlay IS still planned and allocated at the 
stale level tor various infrastructural items, 
including particularly power and majoi and 
medium irrigation, which have a beaiing on 
the developmeni of individual districts 
Besides, in a mixed economy like ours, the 
level and pattern ot private investment, 
parlicularls in the non agricultural sectors, 
which can be influenced by stale policies, is 
an imporlani deteiminani of development. 
The major inirasiruclural investments and 
measures to induce ptivaie investments can 
be planned beilci at the level of a broadly 
homogeneous region consisting ol a luimbci 
ol disiricis 

the dislnbulioii of lesources lot the 
disiiui level oullays among dislitcis in 
several stales is broadly analogous to the 
tiadgil loimuhi lot Ihe disiribulioii ot cen¬ 
tral plan dssisiance lo slates Thus ihe 
populalion ol a district gets a major 
wcighiage logellier vviih some indicalois of 
social and economic backwardness. In some 
cases weighiage is also given lo urbanisation 
It is not clear, on balance, whether the 
backward districts end up by getting signi- 
licantlv laigei allocations in per capita terms 
than the developed districts In any case, the 
implied piogressis iiy is likely lo be rnodesi 
considering the backlog ol development in 
the less devekvped dislncts. Thcrelorc, unless 
there is a mechanism to ensure that the flow 
of benefits from the remaining 60 to 70 per 
cent ol the plan outlays has a significant 
degree ol progression, the observed pro- 
giessiviiy in the district wise allocations 
cannot make a significant impact on the 
removal of backwardness. It is possible lo 
conceive of a situation where the patteiii of 
stale-level outlays is such that it more than 
neutralises whatevei progressivity that exists 
in the district-level allocations. That this is 
indeed so has been alleged time and again 
by the leaders of backward regions. 

Whereas Maharashtra and Gujarat have 
pioneered distiici planning, their perfor¬ 
mance in respect of regional planning has 
been dismal, despite the existence of consti¬ 
tutional provisions in this regard. Indeed, 
there is evidence to believe that the move for 
district planning got a special im,setus in 
Maharashtra towards the seventies when 
there was widespread discontent in the 
backward regions. District planning began 
to be considered seriously as an alternative 
for countering the ‘narrow’ and ‘separatisi’ 
regional .sentiments. The ready acceptance 
of the idea of district planning has its basis 
in the reluctance on the part of a number 
ot stales to pur.sue planning at the regional 
level. However, there is no doubt that district 
planning can be effective in achieving its 
goals only in the measure in which problems 
of regional backwardness are simultaneously 
addressed through appropriate mechamsms. 

It is interesting to note that states where 
decentralised planning at the district level is 
effective arc precisely the states whose per¬ 
formance in respect of land reforms has been 
belter. West Bengal, Karnataka and lamrau 


and Kashmir belong to this category. West 
Bengal is poised for decentralised planning 
down lo the village level. Karnataka has 
embarked upon a bold legislation lor delega¬ 
tion ol planning functions to the district- 
level elected institutions and for creating the 
insliluiional mechanism for the devolution 
ol resources on the lines ol the Finance 
C ommission at the national level. In Jammu 
and Kashmir, the whole cabinet including 
the chief minister attends the district-level 
meetings, conducts public hearings and 
sanctions the schemes on the spot. Although 
this cannot be a substitute lot decision¬ 
making by the local-level institutions, it is 
certainly an improvement over the practice 
ol taking decisions in the state capital and 
IS an effective mechanism for expediting 
implementation. Because of some siructuraJ 
changes brought about in these states, there 
IS leason lo believe that benefits of develop¬ 
ment aie likely to he shared more equitably. 

\ 

Exinting PoKition and Prospects 

V\'c have come a long way from the roman¬ 
ticism ot the lifiics in regard to decentralis¬ 
ed planning. Planning at the regional level 
IS consjncuous by iis absence and whatever 
planning that is practised at the district and 
lowei levels is virtually divorced lorin the 
panchayati raj mstilulions, which have often 
been superseded despite the statutory status 
enjoyed by them. There arc now proposals 
lor bringing in constitutional provisions for 
holding elections to these bodies regularly; 
for devolution of resources by specifying 
their functions; and lor adequate represen¬ 
tation to weaker sections. 

A number of assumptions underlying the 
current optimism need critical examination 
in the light of past experience. Statutory pro¬ 
visions are no doubt desirable but do not 
seem to be sufficient to effect a break from 
the ^hst. We have seen that regional develop¬ 
ment boards became defunct and virtually 
extinct in course of time despite constitu¬ 
tional provisions and, in the case of Maha¬ 
rashtra, despite the unanimous resolution 
passed by the slate legislature urging imple¬ 
mentation of the con.stilulional provisions. 
Constitutional provisions cannot be a sub¬ 
stitute for the requisite political culture and 
political will. If the elected state governments 
can be superseded on account of political 
exigencies, there is no ba.sis for entertaining 
different expectations in regard to the local- 
level institutions. Further, in view of the fact 
that even the recommendations of a consti¬ 
tutional body like the Finance Commission 
are not mandatory on the union govern¬ 
ment, it IS not reasonable to expect that 
statutory provisions alone would be suffi¬ 
cient to ensure adequate transfer of resources 
to these institutions. 

We have pointed out the possible motiva¬ 
tion of certain state governments behind the 
ready acceptance of the idea of district plan¬ 
ning. At the central level, there seems to be 
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a naive and soniewhat.exaggerated feeling 
that something has basically gone wrong 
with planning in India because the decisions 
are made at the centre and state capitals and 
that, therefore, future plans should be built 
from below, i e, from the district and village 
levels. It IS overlooked in this process that 
planning at the district levels, under the best 
of‘circumstances, can concein itself with not 
more than one-fourth to onc-third of state 
plan outlays and the rest has, of necessity, 
to be planned at higher levels One, therefore, 
gets the feeling that theie is a temptation to 
find softer solutions to the hardei problems 
of development and deficiencies in planning 
in general. It also needs to be understood 
that the centre's role in decentralised plan¬ 
ning is purely advisory and such of the 
assistance that it can render lor district or 
regional planning has to be done through the 
stale governments whose consent and parti 
cipation is therefore a necessary pre-condi¬ 
tion. Decentralised planning should not 
become a factor m the delerioralion of 
centre-stale relations. 

In the current discussions on district plan¬ 
ning, the overriding issue seems lo be the im¬ 
provement in the decision-making process 
through the delegation of functions. Decen¬ 
tralised planning as an effective instrument 
for the formulation and implementation of 
poverty alleviation programmes has not been 
brought into the focus, presumably because 
of the belief that once the power is delegated 
to lower levels, implementation of these pro- 
granunes will automatically improve becau.se 
the elected representatives are accountable 
to the poor and the underprivileged who 
constitute the vast majority of our electorate 
While this is true m the long run. a formal 
delegation of power is nol sufficienl lo 
ensure this unless simultaneous measuie.s are 
taken to bring' about structural changes to 
weaken the socio-economic power that the 
rural rich wield over the poor, ensure 
adequate representation to the poor in these 
bodies through the necessary electoral 
reforms and improve the bargaining power 
of the poor themselves by Organising them 
into activity-specific groups and associations 
and through the involvement of voluntary 
or non-governmental organisations in the 
formulation as’well as implementation of 
these programmes. 

As mentioned earlier, notwithstanding the 
dismal performance in regard to decentra¬ 
lised planning, the need for such planning 
is greater now because of the increasing 
importance of programmes for social 
development and poverty alleviation and 
also because the prospects for such planning 
are better now on account ot better avail¬ 
ability of infrastructure at the lower levels, 
improvement in education level.s, public 
awareness, etc. At the same time, if past 
experience is any guide, there should be no 
room for euphoria in this regard. 

In addition to the statutory provisions 
currently under discussion, five major areas 
of action are indicated from the past ex¬ 


perience for making decentralised planning 
effective. These are: (1) Suitable modifica¬ 
tions in the centrally sponsored schemes so 
as to impart greater flexibility for local-level 
planning; (2) Measures for planning at the 
regional level, particularly in bigger states; 
(3) tlectoral reforms to ensure adequate 
representation to the poor in the locaWevel 
institutions; (4) Structural changes lo release 
the initiative ol the rural poor by freeing 
Ihern from various forms of socio-economic 
exploitation; and (.‘i) Strategy lo ensure 
peoples' participalion, among other thing.s, 
by involving volunlary oiganisalions. All 
these measures would require considerable 
political will on the pari of both the central 
and state governments, rhc.se are briefly 
discussed below. 

C'enirally sponsored schemes usually 
embody national concerns and, despite the 
opposition iTom certain state governments, 
their importance has increased in the receni 
period. They mainly relate to agriculture, 
rural development or poverty alleviation, 
health and education. Being divisible in 
nature, central assistance for such schemes 
together with matching outlays may account 
for bulk of the outlays at the district level. 
Assuming that such schemes are intended to 
meet certain national goals and are essential 
in the sense that these arc not likely to be 
taken up by the state governments without 
the central initiative, a major reform needed 
for the fulfilment of the objectives of the 
schemes is to make the schemes only»indica- 
tive from the central level, that is, to define 
the broad purpose of the schemes and leave 
the detailed planning of the schemes in¬ 
cluding target-.setting and devising msiiu 
mtnls for achieving the obieclives, etc, to the 
mslilulions at the disliicl level. It is ex¬ 
tremely important lor central ministiie.s 
dealing with such schemes to indicate clearly 
the area of freedom in planning available lo 
the local institutions. Indeed, the central 
ministries can ensure thiough these pro¬ 
grammes that decentralised vslanning is prae- 
ti.sed at the local level. On the other hand, 
if the central ministries insist on doing 
detailed planning of these schemes them¬ 
selves then dcccntrali.sed planning will be 
highly circumscribed, the objectives of the 
schemes may not be fuiniled and the centre’s 
credibility in its advocai:y of decentralised 
planning will be called into question. 

Regional planning for backwaro areas 
provides the test for the credibility of state 
governments in regard to their avowed policy 
of removing regional disparities in develop¬ 
ment. As pointed out earlier, district plan¬ 
ning by itself, cannot be effective in remov¬ 
ing regional disparities without a correspon¬ 
ding effort at the regional level. In some 
cases, such as in Maharashtra, the existing 
constitutional provisions provide for an 
executive role by the governor in the imple¬ 
mentation of regional development pro¬ 
grammes. Fears have been expressed that 
such a practice may lead to pa^lcl centres 
of authority within a sute which mav result 


in friction and disruption of administration. 
If this is indeed likely to be the case, alter¬ 
native mechanisms have to be found with the 
con.sent of the peoples' representatives of the 
concerned regions to undertake and monitor 
developmental measures at the regional level, 
so as to carry conviction with the people of 
the regions concerned. The centre, on its 
part, should take as much interest in regional 
planning as in district planning, particularly 
in respect of the backward and sensitive 
regions in biggei states. 

Given the prevailing social structure 
dominated by the rural rich, the existing elec¬ 
tion process for panchayati raj institutions 
based on the territorial wards provides an 
oppoitunity for the rural elite to get elected 
to these bodies in large numbers and acquire 
a dominating position. As mentioned before, 
the dominance of the rural elite in these 
institutions is the single major factor 
accounting for the failure of these institu¬ 
tions to effectively undertake and implement 
the Dovertv-allcviation programmes. 

Unlike planning at the central and state 
levels, planning at the district and lower 
levels is concerned essentially with the 
specific schemes which benefit identifiable 
areas and individuals who are in direct con¬ 
tact with the elected representatives. What 
is involved at these levels is not basic policy¬ 
making or major decisions on inter-sectoral 
allocations but translating the plans into 
concrete scheme.s suited lo local conditions,, 
mobilisation of local resources, identifica¬ 
tion of beneficiary areas and families and 
minimising leakages by ensuring public 
vigilance and participation. 

These tasks tan be performed best if those 
occupational or lunctional groups who are 
affected most by such planning are ade¬ 
quately represented in these bodies, where 
the candidates themselves belong to such 
groups. This can be en.sured through propor¬ 
tional representation to broad occupational 
categories such as small and marginal 
farmers, agncullural labourers, artisans, etc, 
which cut across caste and religion. Reser¬ 
vation for women, for scheduled castes and 
tribes can be built into this system which can 
be made simpler and manageable. This 
system may not appear necessary in states 
where the social structure is such that the 
functional groups can be adequately repre- 
.sented even under the existing system of elec¬ 
tions. But for other areas the system of pro¬ 
portional representation to occupational 
groups is worth a trial to begin with at least 
on a pilot basis in some selected blocks and 
districts. 

In the long run, however, there is no alter¬ 
native to democratising the rural social 
structure by eliminating the exploitation of 
the poor and the underprivileged by the big 
landowners, usurious money lenders and 
contractors. There has been a continuous 
interaction between democracy, planning 
and socio-economic structure ever since in¬ 
dependence. However, the experience shows 
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that the impact of the existing socio- 
econoiptc structure on the lunclioning of 
demociacy ami planning has been more pro¬ 
nounced Planning and demociacy as in¬ 
struments for structural change have not 
been tapped adequately so far 

Towards this end, it would be necessary 
to pursue the etfcclivc implementation of 
land reforms, minimum wages and provision 
of institutional credit including for essential 
consumption. It would also be necessary to 
ensure leasonablc prices to the small pro¬ 
ducers including the tribals lor their minor 
forest pioduce by abolishing the contractor 
system and the middlc-nien. Such icforms 
relentlessly pursued can change the balance 
ol socio-economic power in rural areas in 
tavour of the vast majority ot the poor and 
the underprivileged and ihus create the 
nccessatv conditions toi the etfcclivc voice 
foi ihose gioups 111 the local-level 
institutions. 

The loiinal siructure for the participation 
of the people m the foiin of paiichayati raj 
instiiutums can Be effective only m the 
measure in which the initiative and aware¬ 
ness ol the people, particularly the bene¬ 
ficiaries from the local-level planning, is 
raised by organising them into activity- 
specific groups, associations and co¬ 
operatives, and by using the mass media to 
disseminate useful inlormation to them. The 
role of voluntary or non-governmental 
organisations is extremely important in this 
respect. Although the involvement of volun¬ 
tary organisations in these tasks has been 
accepted as a matter ol policy, the progress 
has not been very encouraging so far due to 
bureaucratic inhibitions and even resi.stancc 

The crux ot the problem m raising the 
initiative of the poor is the lack of leader¬ 
ship which IS pro-poor, motivated and has 
the courage to mobilise people against in¬ 
justices. A leadership with all these qualities 
is necessarily scarce. Perhaps the scarcest 
among these leadership qualities is the 
ability to overcome all the procedural dif¬ 
ficulties or formalities in dealing with the 
official programmes and the capacity to 
fight against the vested interests in the rural 
areas. If it is the question of only providing 
skills and self1e.ss services and motivating the 
people for group endeavour and running 
their institutions, such people—teachers, 
engineers, doctors, scientists and technicians 
—are available in large numbers, thanks to 
the long tradition of voluntary work in the 
country. Government intervention can play 
a major role by way of simplifying rules and 
regulations, lending full moral and material 
support to individual leaders and associa¬ 
tions against harassment fiom vested in¬ 
terests, pcliy-bureaucrats and police. If this 
support is forthcoming from the govern¬ 
ment, the leadership bottleneck will not be 
as toimidable as it appears now. 

[Papei presented at the National Seminar on 
Nation Building, Development Process and 
Communication: In Search of India's Re¬ 
naissance. at New Delhi. December 3-7, 1988.1 
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Political Awareness as a Factor in Accessibility 

of Health Services 

A Case Study of Rural Kerala and West Bengal 

IVIoni Na^ 

This paper assesses and produces evidence in support of the hypothesis that an important factor that contributed 
to the easier accessibility to and better utilisation of health facilities in rural Kerala compared to rural H^'est Bengal 
was a higher degree of political awareness in rural Kerala at least up to the end of 1970s. A historical dnalysis 
of the caste organisations, peasant movements, and educational structure in the two states provides an under¬ 
standing of the difference in political awareness of the rural poor between the two states. The paper argues that 
the Indian political parties and trade unions should take a more active role by mobilising the mas.ies not only 
around economic Lssues but also around social issues, e g, health, education and women's rights. 


KERALA, one of India’.s 17 major states, 
is frequently cited as an example of achiev¬ 
ing ‘Good Health at low Gost’IHalstead, 
Walsh and Warren l')85, ( alilwell I986| 
According to various measures ihc infant 
mortality rate, the c.udc death rale, the ex¬ 
pectation of life at birth, and the piobabihiy 
of death ,il ages 2-5 Kciala’s morialiiv 
levels for both males and females and paiti- 
ciilarly lor nital areas have been consistently 
and'slgnilicanily lowci than India’s average, 
at least since the thud decade ol this ecu 
turyjNag 1983] The difference has become 
sharper since the 1970s for example, 
Keiala’s infant mortality rale (niiinber ol 
babies that die out ol 1000 born in a year) 
was 27 in 1986 compared to 96 in India as 
a whole iBhatlachatjee and Shaslii 1976: 
16-18; India ORCi 1985, 1987], 

HSI'OlIttSIS DhKIVI I) 1 RDM \ 
Rkivious SII I)V 

It IS indeed a paradox that in terms ol 
‘modernisation', indexes, e g, indexes of in 
du.slriajisation, mconic and iirbamsation 
that are usually considered to be related to 
decline in moitality--Kerala has always 
remained behind the Indian average In a 
previous study INag 1983] undertaken with 
the objective of identifying the facioi.s con¬ 
tributing to Kerala’s unexpectedly low level 
of mortality, I compared the state with West 
Bengal, which is economically more deve¬ 
loped than Kerala but has always had a 
higher mortality level (infant mortality in 
West Bengal was 86 m 1982). These two 
states, among the most densely populated, 
in India are reputed for their long traditions 
of empha.sis on education and left-oneiiied 
political activities that might be expected to 
lead to similarities in economic, health, and 
demogfaphic characteristics. Since more 
than three quarters of the population have 
always lived in rural areas in both the states, 
the comparative analysis was confined to 
rural areas only. The main findings are stated 
below. 

Enviornmental and hygienic conditions 
are more favourable in Kerala than in West 
Bengal, but the difference does not seem to 


be gre.il enough to e.xplain a significant part 
ol the mortality diflerential Usually, better 
iiuliition and higher income levels arc 
associated with lower mortality. In contrast 
to noimal e.xpeclalion, the available survey 
data suggest that per capita consumption of 
food in rural Keiala has always been lower 
than that in West Bengal, and, also, the 
disiiihuiion of food in Kerala less cgaliiaiian 
than in West Bengal (chances of undere¬ 
stimation arc, however, higher in Kerala) 
.Sirnilui ly, per capita income has always been 
lower, railu'i than lughci, in Kerala than in 
West Bengal, and the distiibution of house 
hold assets (primaiily land) in ruial Kerala 
was also less (rather than moie) egalitarian 
than in West Bengal, at least up to I97| 

One iinporlanl finding fiom the com- 
paialive analvsis was that the lowci morlalnv 
level in ruial Kerala was associated with the 
.availability ol mole extensive health laciliiics 
and then better utilisation than m rural W'est 
Bengal An aliempi was made to explain ihc 
belter uiilisalion of health facilities in rural 
Kciala in let ms ol the killowuig lavourablc 
citcumstanccs (I) smaller calcfimcnt areas 
of rural licallh centics and belter lianspoi- 
lation facilities make health service facilities 
more easily accessible in Kerala: (2) higher 
levels of literacy and education in rural 
Kerala makes people more consciou*- of their 
need for better hygiene, sanitation and 
medical care, and more knowledgeable about 
effective health practices. Factors responsible 
for higher level of literacy and education in 
rural Kerala were explored in a historical 
context 

It was also hypothesised that the rural 
peojsle of Kerala an more aware about their 
right to demand and use health facilities- 
an aspect ol their higher degree of political 
awaieness. 1 he main objective of the pre¬ 
sent paper is to eximine m greater depth the 
above hypolhe.sis 1 shall first pieseni some 
evidence of dilference in awareness about the 
right to demand and u.se health facilities as 
well as evidence of difference in political 
awarenes.s in general between ruial Kerala 
and West Bengal This will be followed by 
an analysis of the institutional factors 


responsible for the ditfeicntijl jiohtical 
awareness in the twii stales Due to paucity 
of maiciials concerning the most lecent 
period, my ainilvsis will be limited to om- 
parisons up to the end of the 1970s. by wl.ich 
time rural Keiala had a signiliiamly lower 
mortalilv than luial West Bengal 

Rlt.HT JO Dlnuno xnij Usi Ht \l lit 
1 A( !I I I 11 S 

Panik.ir 1I979|, a Kerala eeonomist- 
dcmogiapher, thinks lli.it the progress of 
literacy and education has not on! increased 
the awareness ol the iiital population in the 
slate about the need to use lieahli facilities 
but has also made it aware of its rights to 
demand and use Iheni I liis is a vciy signi- 
ficam opinion but, perhaps derived primari¬ 
ly Irom personal experience latliei than from 
haid data. However, anecdotal c'vidence and 
anthropological obseications that support 
I’anikar’s viewpoint aie available A few of 
them aie cued below 

.Meiichcr 11980], an aiilhiopologisl who 
did field iinesligations in iiiial Kerala and 
laniil N.idu for long peritids ol lime dur¬ 
ing the last 25 ycais, came across several in¬ 
cidents which convinced her that when a 
pi unary health centre in Kerala was short of 
a physician or paramedical personnel, there 
was a strong public demand tor immediate 
rcpiaccincnl, while a similar situation in 
Tamil Nadu elicited no such rcspon.se. My 
observation in West Bengal villages in the 
1970s led me to feel that a similar situation 
there would not have elicited any piolest 
eithei. 

Gough ]I968-69|. another anthropologist, 
reports an incident that she heard from her 
cook, hailing Irom a British-owned tea plan¬ 
tation in Kerala. In 1962, when she was 
working there, one day a woman was taken 
to the plantation hospital with serious 
labour pain The sole jihysician of the 
hospital was at the cinema at the time. 
Someone rushed to bring him to the 
hospital, but he lefused to leave until the 
film was over. A hospital nur.se gave the 
woman an injection to delay (he birth and 
case her pain, but she became unconscious 


Economic and Political Weekly February 25, 1989 


417 . 



and seemed to be almost dying. The cook 
assembled about one hundred neighbours, 
went to the cinema, dragged out the physi¬ 
cian and forced him to come to the hospital. 
The baby was then delivered safely. “If you 
act thus again, we shall kilt you next time,” 
the physician was warned in no uncertain 
terms. 

In rural Kerala locally organised actions 
for improving the health services occurred 
more frequently than in rural West Bengal. 
One strategy was the usual submission of 
memoranda to the higher authorities by pan- 
chayals (village councils), trade unions, and 
political parties. 1 hese actions were also 
publicised more widely in Kerala, especial¬ 
ly in Malayalam (Kerala's vernacular 
language) newspapers having a large circula¬ 
tion all over the state. For example, the 
Malayala Manoruma of May 13, 1980 
reported that the Trivandrum District 
Fishermen’s Union submitted a memoran¬ 
dum to the district health authorities deman¬ 
ding a number of specific actions including 
an order to upgrade the Anchuthengu 
primary health centre to a full-day working 
hospital, allot at •least one lakh rupees 
annually for medicines; construct additional 
toilet, bath, and drinking water facilities. 
The memorandum warned that if the 
demands were not met, the union would call 
for a strike 

Agitation of demands by hospital patients 
themselves is also a common mode of pro¬ 
test against grievances in Kerala. The nature 
of such an agitation by inmates of a leprosy 
asylum at Chevayur (near Calicut city) can 
serve as an illustration (The Hindu, 
January 4, 1971). The inmates’ demands in¬ 
cluded; (i) 25 per cent increase in their wages 
for work done, (ii) abolition of fee for 
patients’ admission, (iii) .separate arrange¬ 
ment for worship by Hindus and Muslims, 
and (iv) provision of more nutritious food. 
On January 2, 1971, about 200 inmates mar¬ 
ched out of their rooms and observed 
satyagraha. When the inmates found that 
despite negotiations with hospital and 
district administration authorities their 
demands were not fulfilled, on January 28' 
they gheraoed two asylum officials. This was 
followed by police intervention resulting in 
the injury of some inmates. 

EVIDfcNt t Ot DlFI tRfcNllAL POLITICAL 
AWARENtSS 

Raising the awareness of people about 
their right to demand and use health 
facilities has never been an important agenda 
of any Indian political party, but such 
awareness should be considered as one 
aspect of what may broadly be called 
political awareness. By political awareness 
I mean the consciousness o( people regar¬ 
ding their deprivation of civil rights as well 
as the consciousness that an effective means 
for achieving their rights is through group 
action, particularly through sustained move¬ 
ment, agitation, confrontation, strike or 
rebellion against appropriate agencies. It is 


very difficult to devise an overall index for 
measuring political awareness, as defined 
above. There is, however, evidence from 
Indian election and public opinion poll data 
that political awareness, m some restrictive 
sense, was greater in Kerala than in West 
Bengal at least up to the end of 1970s. A few 
examples are provided below. 

The proportion of electorate exercising 
their right to vote in the democratic party 
system of India may be considered as an 
indicator of political awareness. According 
to this indicate/, Kerala has always been one 
of the most politically aware states in India. 
For example, in the state as.sembly elections 
held in 1960 in Kerala, and in 1962 in all 
other Indian states, 84 per cent (highest in 
India) ol the Kerala electorate voted. This 
compares to 56 per cent in West Bengal as 
well as in India as a whole [Weiner 1968: 3.3). 

The political process is more institu- 
tionalLsed in India than in many less 
developed countries. It is manifested in 
Indian politicians’ usual strategy to stand for 
election as representatives of specific 
political parties rather than as independent 
candidates. The degree of institutionalisa¬ 
tion of political process may be considered 
as an indicator of political awareness. Kerala 
is one of the states with a high degree of 
political institutionalisation. For example, in 
the state assembly elections mentioned 
above, the percentage of candidates whose 
electoral deposit money was forfeited due to 
inability to get at least one-eighth of the total 
votes cast was only 18 per cent in Kerala, 43 
per cent in West Bengal and 62 per cent in 
India as a whole; almost all of them were 
independent candidates, that is, not repre- 
.senting any political party. 

The Indian Institute of Public Opinion 
(Delhi) conducted in 1971-72 a poll among 
samples of voters in various state.s, who ex¬ 
pressed their intention to vote lor the two 
communist parlies; the Communist I'arty of 
India (CPI) and the Communist Party of 
India-Marxist (CPl-M). The poll was taken 
prior to the Indian parliamentary election 
which was held in 1971 for Kerala and in 
1972 for West Bengal and other slates. 
Although the preponderant majority o) pro¬ 
spective voters of communist parties belong¬ 
ed to the middle income-middle class 
occupational group in West Bengal and the 
low income-lower class occupational group 
in Kerala, there was a consistently large 
number of "don’t know” responses in West 
Bengal to questions on which both the com¬ 
munist parties had clearly articulated ideas 
and views. For example, 52 per cent of pro¬ 
spective communist voters in West Bengal 
indicated that they did not know whether the 
old Congress Party represented rich or poor, 
despite years of anti-Congress propaganda 
in the communist media, blaming the old 
Congress Party as a tool of big business. The 
overwhelming majority in Kerala—88 per 
•cent among CPI and 79 per cent among 
CPI-M supporters—had few doubts that the 
old Congress Party represented the rich. 


Zagoria [1973] concluded tiis analysis of poll 
data with the following statement: “Kerala 
voters are more militant, tpore decisive, more 
hostile to or alienated from government, 
more willing to generalise from their own 
experience and more loyal to the communist 
cause than iii West Bengali’ 

Institutional Factors ExPLAiNtNC 
Difference in Political awareness 

In India, Bepgalis have the reputation of 
being politically more conscious than other 
ethnic group^ This stems mostly from the 
image about the city of Calcutta, West 
Bengal’s capital, where the national move¬ 
ment for independence from British rule 
started and which has been one of the main 
centres of communist and other left-oriented 
political parties in India. In the 1920s and 
1930s Calcutta was the hub of terrorist acti¬ 
vities against the British rulers. Since 1940 
Calcutta and its industrial suburbs have 
gained unique notoriety regarding then 
political pariy-spcuisored processions and 
strikes m factories, goveriimem establish¬ 
ments, commercial funis and educational 
institution.s. In the late 1960s Calcutta, along 
with a lew other pockets in West Bengal 
(including the Naxalbari region of the 
Jalpaiguri district), became the centre of 
what is known as the ‘Naxalbari movement’ 
(to be described later). De.spite all these 
movernents and activities, why has the 
political awareness of people in rural West 
Bengal always been less than its counterpart 
in Kerala? In an effort to answer this ques¬ 
tion a comparative analysis of the follow¬ 
ing institutional factors m the two states will 
be made: (I) caste organisations, (2) peasant 
movements and the role of political parties 
in them, and (3) educational structure. 

CAST E ORtiAN ISATIONS 

The Hindus constitute the main bulk of 
the population in both Kerala (59 per cent 
in 1971) and West Bengal (78 per cent). The 
Muslim proportion is the .same (20 per cent) 
in West Bengal and Kerala; the Christian 
proportion in Kerala (21 per cent) far 
outweighs that in West Bengal (I per cent). 
The caste composition among the Hindus 
differs in the two states. The Brahmin 
occupy the highest rank in the caste hierar¬ 
chy in both the states (in Kerala known 
generally as Namboodiri) as well as all over 
India. The second rank in Kerala is held by 
the Nayar (a caste with matrilineal tradi¬ 
tion), and in West Bengal by both Kaystha 
and VUdya castes. The lower castes are more 
numerous in both the states, and they are 
known by different names in the two states. 

S N D P and other caste movements in 
Kerala: TVaditionally, the caste system in 
Kerala has been more rigid and tyrannical 
than in most parts of India. Until recently, 
the Hindus belonging to the untouchable 
castes were forbidden entry into Hindu 
temp.le$ in Kerala. They also had to keep a 
prescribed minimum diitanoe from not tmly 
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the Brahmin and the Nayar, but even from 
some castes of middle rank, such as the 
Ezhava. The economic bases of major castes 
in Kerala are also more distinct than in many 
other states. The excessive rigidity of the 
caste system in Kerala is one of the factors 
responsible for the rise of caste organisations 
and movements that had far-reaching effects 
on the state’s social and political structure. 
The most powerful caste organisation, 
representing a conflict between the E/hava 
and upper castes in Kerala is known as 
SNDP or Sri Narayana Dharma f^ripalp. 
A description of its origin, nature of acti¬ 
vities and impact on the social fabric of 
Kerala, extracted below from a detailed 
account provided hv Rao [1979], is helpful 
in understanding the relatively higher degree 
of political awareness in rural Kerala 

SNDP is an organised el fort initiated by 
the leaders of the Fzhava caste in the late 
nineteenth century for raising the spiritual, 
social and political status ot the caste 
members. Tfaditionally, their occupation was 
tapping toddy from coconut trees and they 
occupied a middle rank between the upper 
and lower castes. Known variously as 
Ezhava, Shanar, Chovan and Tiya in dif¬ 
ferent regions, they form the sitigle largest 
caste group in Kerala and comprise more 
than a quartet of its population. Presently, 
besides toddy-tapping, many of them earn 
their living as tenant cultivators, agricultural 
labourers, weavers, coir-workers, medical 
practitioners, and other professionals. 

As a caste lower in rank than the Nam- 
boodiri, and Nayar, the Ezhava used to 
suffer traditionally from various disadvan¬ 
tages in religious and civic affairs. Because 
of their belief in ritual pollution, the 
Brahmin and Nayar did not allow the 
Ezhava to enter their houses and temples, 
nor to use their tanks, wells and roads 
approaching the temples. Other disabilities 
included prohibition of using any footwear 
and, among women, of wearing any blouse 
or upper garment covering their breasts. By 
and large, the Ezhava accepted their deprived 
status until the introduction of British rule 
in Kerala. Other lower castes were more 
handicapped than the Ezhava. 

The British occupied the Kerala region 
during the last decade of the eighteenth 
century and administered the Ihivancore and 
Cochin regions as two ‘native’ states ftwo 
constituent parts of present Kerala) through 
British residents. The British administrators 
and European missionaries introduced 
various social and economic reforms during 
the first half of the nineteenth century which 
made the Ezhava aware of their rights. The 
‘native kings’ (maharajas) were also favour¬ 
ably to many of these reforms because the 
latter served their .self-interest by limiting the 
powers and privileges of the Nayar chief¬ 
tains. A few examples of such reforms are 
given below. 

The custom of slavery was abolished in 
1912 in the British states of India: a royal 
proclamation by the maharaja of Travancote 
in I8S5 prohibited it in that state. The Chris¬ 


tian missionaries, with the help of British 
residents, tried to make the lower caste 
female converts to Christianity free to wear 
breastcloth. The Nayar opposed the move 
strongly, but the maharaja issued a royal 
proclamation m 1859, allowing the lower 
caste women to cover their breasts, but they 
were not permitted to imitate the dress and 
hair-styles of the higher castes, legislation 
guaranteeing fixity of tenure to the land by 
the tenants in Travancore was passed in 1867. 
Although it mostly benefited the Nayar 
tenants in their conflicts with Namboodiri 
landlords, the E/hava as sub-tenants grew 
conscious of the possibility of legal protec¬ 
tion against eviction. 

Education and employment in govern¬ 
ment service were other areas where the 
Ezhava began to perceive their status of 
deimvation. Some wealthy Ezhava had 
access to Sanskrit and Malayalam literature 
privately, but the government schools in 
which English was taught were open only to 
the upper castes and also to those of the 
lower castes who became Christian. Stmilar 
discrimination was made in admission to 
professional schools and in recruitment to 
government .services. The frustrations of the 
Ezhava took the form ot mass agitations 
during the last quarter of the nineteenth 
century, when I7r Palpu, son of a wealthy 
Ezhava man. received a medical degree from 
Madras and started mobilising the com¬ 
munity from his employment bases in 
Madras and Mysore cities. He organised a 
mass petition in 1869, signed by more than 
13,(X)0 Ezhava, demanding that the Ezhava 
be made beneficiaries of all rights and 
privileges that were enjoyed by those who 
became Christian. The response to the peti¬ 
tion from the government was negative, but 
Or Palpu succeeded m making the Ezhava 
deprivations known to the Indian govern¬ 
ment, the British parliament, the Indian 
National Congress and the Indian public in 
general. 

The social consciousness stirred by 
Dr Palpu among the Ezhava evolved into the 
SNDP movement when Sri Narayana Guru 
Swamy, an educated and charismatic Ezhava 
leader, came out with a new philosophy, a 
code of conduct and a programme r f action 
for his caste members’ spiritual and material 
improvement. He promoted commensal 
relationships with lower castes, created a set 
of religious institutions (temples, ashrams, 
etc) parallel to the Brahmin ones, and 
generated a high degree of identity and pride 
among the Ezhava. His contacts with 
prominent Indian leaders of the time— 
Mahatma Gandhi, Rabindranath lagore, 
and Vivekananda—boosted his influence 
not only anjong the Eritava but also among 
all progressive-minded people in the region. 
He opened many residential schools for the 
Ezhava and other lower castes, stressed the 
importance of women’s education, and 
recognised the need for technic^ education. 

Sri Narayana Guru Swamy devoted most 
of his life to spiritual reformation of the 
Ezhava through SNDP Sangham but, 


recognising the need for a powerful secular 
organisation, he encouraged Dr Palpu and . 
other Ezhava leaders to establish SNDP 
Yogam in 1903, that led agitations against 
the government mainly for the following 
equity rights:-(t) the right of admission to ' 
Ezhava children to government schools and 
colleges, (2) the right of recruitment to 
government services, (3) the right of 
representation in various political bodies,' 
(4) the right to use all public roads, temples 
and other places. 'The Yogam worked 
through its local associations and held its 
annual conference in differing locations. 
Interestingly, a women’s session was a 
regular feature of the annual conference 
since its first anniversary in 1904. 

By the third decade of the twentieth 
century, the SNDP movement achieved 
major successes in acquiring the above rights 
of the Ezhava by establishing a set of institu- 
iions parallel to the existing ones and mostly 
by confrontation rather than acquiescence. 

By the end of the third decade, tissiparous 
tendencies began to appear in the movement 
because it became increasingly involved in 
the conflict between the right- and left- 
oriented political parties of the state engaged 
in the niovcnicnt against British rule. 

The Ezhava were the first caste group in 
Kerala to organise an institution for religious 
and .social reforms as well as to fight for ■ 
their rights and privileges. Their success led 
some other castes in Kerala to follow suit. 
The Namboodiri and Nayar caste leaders felt 
an immediate threat from the SNDP move¬ 
ment. Some of them also became aware of 
the need foi social reform within their own 
castes. A section of young Namboodiri . 
revolted against their traditional custom of 
only the eldest son marrying within their 
own caste and other sons marrying outside 
the caste. Some could not accept their 
backwardness in English education and the 
high degree of seclusion among women 
compared to the Nayar. Similarly a section 
of young Nayar began to agitate against the 
custom ot their women’s hypergamou.s 
marriage with the Namboodiri and their 
inatrilineally extended kin group known as 
the laravad. Young leaders of these two 
castes established their own caste reform , 
organisations; the Namboodiri Maha Sangh 
Yogakshema in 1908 and the Nayar Service 
Society in 1914. Among the lower castes the 
Pulaya founded the Sadhujana Paripalana 
Yogam, and the Paraya founded Sambavar 
Maha Sabha. These caste organisations also , 
had networks all over Kerala, but they lacked , 
a charismatic leader like Sri Narayana Guru 
Swamy of the SNDP. 

Politicisation ctf caste movements in i 
Kerala: In Kerala the caste and other com- ' 
munal Christian and Muslim organisations '' 
have always had an important role in state i. 
politics. Even today Kerala polity is the sum , 
total of interactions among the four main ; 
Hindu castes (Namboodiri, Nayar, Ezhava 
and untouchables). The people who were ■ 
roused and mobilised by the leaders of caste >; 
and communal organisation on social add 
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religious issues began to be courted by 
political parlies to gam iheit support. Some 
leaders of these organisations became 
political leaders themselves. The SNDP and 
other ca.ste organisations produced a number 
of communist leaders. The best eriample of 
such tran.sformation ls E M S Namboodiririad 
a Brahmin by birth and one-lime president 
of the Namboodirl Yonakihema Maha Sang 
mentioned above. He is currently one of the 
most highly respected leaders of the CPl(M) 
and perhaps the most influential communist 
theoretician in India. 

It is somewhat strange that the left 
oriented political parties in Kerala, believing 
in Marxist philosophy, could court caste- 
and religion-based organisations. In his 
writings, Namboodiripad (1967: 12l-127| has 
provided an explanation of this pheno¬ 
menon. According to him, the caste orga¬ 
nisations in Kerala pioneered the mobilisa¬ 
tion of peasantry against the prevailing 
social order which was extremely oppressive 
to poor (leople In his tribute to the SNDP 
founder he stated: "Shri Narayana Guru, the 
saintly leader of th.e Ezhava, must be con¬ 
sidered the first inspircr and organiser of the 
mass democratic movement ot the culti¬ 
vators and landless peasant masses of India!' 
In 1945 Namboodiripad led a conference on 
nine caste organisations and presented them 
with a programme designed to build bridges 
between various castes and religious com¬ 
munities. In this way he was able to avoid 
a direct clash between rhe communist 
ideology and theistic Hinduism (Sen Gupta 
1972: 177). 

Although Namboodiripad miphasised the 
role of the caste orgaiiisutioiis m mobilising 
the peasant masses in their struggle against 
feudalism, he did not equate caste organisa¬ 
tion with class organisalion of the peasantry, 
which, according to him, should be the main 
organ of left-oriented political parties foi 
attaining the final goal of a communist state 
He was aware ot the negative a.spects of caste 
organisations, and pointed out that they had 
often consolidated the ca.ste separation of 
the peasantry, and thereby, strengthened 
their grip on the peasantry It had to bt 
broken, he urged, if the peasantry was to be 
organised as a class. 

Analy.sts of Kerala’s political dynamics 
confirm that the communist activism has 
aimed at weaning the poor and landless 
peasantry from the elite leadeis of caste and 
communal oiganisations. According to 
them, the relationship between the com¬ 
munist and caste leaders can be viewed more 
as a confluence ol programme and action 
than a fiitidameiual unity of minds (.Sen 
Gupta 1979[. As a matter of fact, labour 
unions and fartners' orgamsations in Kerala, 
initially mobilised by leftist political parties, 
have often provided meeting grounds for 
various castes, high and low, but there has 
been a continued manifestation of caste 
groups in these orgamsations to form 
separate units based on caste (Alexander 
1980), 

Caste Movements in H'est Bengal: The 


Hindus of West Bengal have a caste system 
which is manifested in some spheres of 
behaviour (marital, ritual, commensal, etc), 
but for various historical reasons it has been 
more fluid for a long time than in Kerala 
and other parts of India. One reason is that 
more than 500 years ago, the Bengali 
religious reformer named Chaitanya Deva ' 
led a movement preaching equality of all 
men and women and emphasising a more 
direct relationship with god than was com¬ 
mon in Brahminic ritualdom. His preachings 
crossed the borders of Bengal (the state that 
comprised West Bengal and what is today 
Bangladesh dunng British rule) and gradual¬ 
ly gave rise to various Hindu cults known 
as yatshnabism, Sahajiya, Nath, Baul and 
others. 

There are other reasons for the fluidity of 
caste system in West Bengal. For example, 
Bengal had more influence of Buddhism 
(which denied the caste system) than many 
other states. The intellectual renaissance of 
Bengal in the nineteenth century, generated 
partly by exposure to western civilisation, 
gave rise to a number of influential religious 
and social reformers (e g. Ram Mohan Ray, 
Ramakiishna, Vivekananda). who pleaded 
for the abolition ot ihe caste system Fhesc 
and other laetois led to a sense ol identifica¬ 
tion among Bengal castes at the spiritual 
level that perhaps mitigated to a great extent 
the caste conflicts at thf material and social 
levels (Sen Gupta 1972- 14.1 152). 

Since the beginning of this century, 
members of various lower castes (lower m 
hierarchy than the thiee upper ca.stes in 
Bengal—Brahmin, Vaidya and Kaystha) 
occasionally have organised themselves 
mainly with the aim to make representation 
to the Indian census authorities for including 
theii castes as parts of other castes usually 
recognised as higher in social status. In this 
process some organisations tried to make 
their caste members adopt a few behavioural 
trails—mostly in relation to lood, rituals, 
clothing, etc,—ol castes highei m rank than 
their own, but did very little else to improve 
their educational and occupational status as 
the caste organisations did in Kerala. 

The political parties in West Bengal did 
not have the advantage, as in Kerala, of 
infiltrating the large, centralised caste 
groups, already struggling to achieve their 
social and economic rights. During the 1960s 
a few caste organisations in West Bengal 
began to expand their sphere of activity as 
well as geographical areas of action, e g, 
Mahato m Puruha district, Ugra-Kshatriya 
in Burdwan district, Paundra-Kshatriya and 
Mahisya in 24-Pargana.s district In contrast 
to Kerala's situation, however, since the left-, 
oriented political parties in West Bengal cotf- 
fined their activities mostly to Calcutta and 
its industrial suburbs during that period, 
they were less successful in appealing to the 
rising leaders of these caste organisations 
than the West Bengal organ of (he right-wing 
Indiap National Congress Party. This dif¬ 
ference is reflected in the Finding of a 
1957-58 survey of 408 political leaders in 


West Bengal from alt parties! 29 out of 167 
Congress Party leaders tepresented a cane, 
religious or tribal association; none of the 
100 communist leaders did so (Sen Gupta 
1972]. 

PfcASANT Movements and Political 
Parties 

Besides the differences in caste organisa¬ 
tions between Kerala at.d West Bengal, the 
two states differ significantly in the nature 
of peasant movements, organised mostly by 
left- oriented political parties in both. The 
peasant movements can be seen as deter¬ 
minants as well as the outcome of political 
awareness among the rural people. The 
history of these movements in the two states 
and (he role of political parties in them will 
be discussed below. 

Kerala: As in other Indian states, collec¬ 
tive acts of violent and noii-violcnt resistance 
against landlords and higher authorities were 
not uncommon in the ‘native’ states of 
Travancore and Cochin as well as in the 
Malabar region (which belonged to the stale 
of Tamil Nadu during British rule)—three 
constituent parts of present Kerala Until the 
first two decades of this century such 
lesistance emerged from the peasants 
themselves, sometimes around local 
charismatic leaders. The uprisings of poor 
Muslim peasants against exploitative (mostly 
Hindu) landlords—known usually as 
Moplah rebellion-several times during the 
1830s to the 1890s provide a good example 
of violent peasant movement. Duting the se¬ 
cond hall of the nineteenth century exploita¬ 
tion of poor peasants bv landlords iiicreas- 
ed due to the rapid growth of Ihe agricultural 
population, Ihe introduction ol cash crops 
(e g, cocoa, spices, lumber, tea, rubber, 
cashew nuts), and the rise m cash crop prices 
as well as in revenues that Ihe landlord had 
to pay [Gough 1968-69] The localised pea- 
sanl agitations resulted in a lew institutional 
changes in Kerala’s agiarian relations pripr 
to the involvement ot political parties in 
them (.lose 1979). 

The first modern, politically sponsored 
peasant revolt in Kerala took shape under 
the all-Indiu Coiigrcss-Khilafat movement 
III 1920-21 Guided and encouraged by the 
middle-class leaders of the Indian National 
Congress and the Muslim Ijeague parties, the 
cultivators and hand-mill workers took 
recourses to non-violent strikes against 
landlords and boycotts of British goods. 
However, when some Muslim tenants, parti¬ 
cularly the heirs of nineteenth century 
Moplah rebels, used violence against (most¬ 
ly) Hindu landlords, the Congress leaders, 
in response to Mahatma Gandhi’s instruc¬ 
tions, withdrew their support of the move¬ 
ment. As a result, it was easily contained by 
the. British administrators. However, the 
spirit of revolt generated by the movement 
in which a few thousand people in Kerala 
died remained a source of inspiration for 
future struggle. 

The analysis of peasant movements, role 
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ef f"** * **^ pnita ki ♦<»■«» ««d dK ignd 
ntm ItthimniM in Knda hmc to take 
iMo oeeonat dw dlffianaoei aiaoaa iu three 
nghMH—Malabar, 'ftewaaewe ; and 
Ooehta--«Wag fron the aarUar patterns of 
land tamm that odetad In those raiioas. 

The p e a unt nMeement was strontest in 
the Malabar region, which was (Uiectly 
BfMsh administiation. Since the 
Briti s h wan anxious to secure the politin!, 
s u pport of the Mg landksris (JmmU, the 
htnar wan ftwound hy offers of absMute 
ow a ses M p of large ttacts of land [United 
Natioitt 197S: S5]. Hw heavy concentiatiaii 
of land in the hands of a few iandkxds 
allowed them to s eve nt y exploit the tenant! 
and landhas iaboumn. Ihe lefl-orieiitad. 
political parties took advantage of this ex* 
plohation in Malabar and used it as a key 
issue in mobiiising the peasants. The leaders 
of these parties played a crudM role in the i 
legislation of Malato Ihnancy Act of 1930 
^ whidi provided ownership ri^ts to some 
teruuits. 

According to Jose [1979], the 1930 act did 
not seriously envisage any large-scale land 
redistribution and, rather, had the effect of 
promoting the grtmrth of caintalism in the 
Malabar region. Being relieved of the burden 
of rent payments, the'tenant farmm, who 
had the privilege of becoming landowners, 
now retdned the surplus and invested it back 
into agriculture for improving production 
techniques. This led to a greater emphasis 
on the recruitment of casual labourers for 
money wages and, hence, to a greater 
polarisation of dass forces in agriculture 
The leftist poUtical patties got an oppomnd- 
ty to organise trade unions based on dass 
polarisation. The first trade union of 
agricuhural labourers in India was organis¬ 
ed in the Kuttanad taluk of Kerala in 1940 
by the union leattership in the neighbw- 
1 1^ industrial town of Alleppey. Since the 

ini d-1930 e the trade union movement among 
agricultural labourers padually permeated 
from Kuttanad into the ndghbouiring taluks. 

in the Ttavancore and CocMn regions of 
Kerala 'the oiploitation of peasanu by 
landlaidi was never so severe as in the 
Malabar fegioa One main reason was diat, 
the *nativc^ kings often pursued a policy of 
suppressiag the p ow e r of feudal landlords 
by bestowing owmesUp erf land Onostly very 
small sixe) to the ciMvatots. Hence^ the 
movement fbtJandieftKms in those regions 
was not so strong [Nossiter 1962: 77-78). 

The caste and land refotin movmnents, 
mostly urn-violent, hpd powerful impact in 
both nnid and urto anas of Kerala. The 
first asaemUy decdon after the formadon 
of the new state of Kerala (merging the 
former states of Ttarvancore and Codihi with 
the Malabar raghm) in 1936, resulted in the 
rule (rf the state govsrnment by the CPI, 
which immadlataly took iqr legi^on and 
. Impfentantadon of land reforms as a centre- 

^ pisM of dewiopmsnt strategy. The CPI was 
iMWHsd ftom poner by^a pnsidemial decree 

in 1999, but biamainad influential enouidt 


to put sustained pressure for land reform on 
tlw subsequent governments. One evidence 
of the CPI's sustained influence was its in¬ 
creased share of support from landless and 
semi-landleu sections in the 1960 state 
assembly election, although the party did 
not win enough seats to form the govern¬ 
ment. The CPI continued to agitate for 
agrarian reforms and ensured agtOwing base 
among the rural poor of all communities [ 
Zagoria 1973]. 

) The effect of land reform movements on 
the income and asset distribution in Kerala 
is, however, not very clear. A report by the 
Centre for Development Studies in THvan- 
drum could draw no meaningful conclusion 
from the existing survey results and sug¬ 
gested that “there is likely to have been some 
reduction of inequalities in income from 
land in Kerala, as a whole, as the result of 
the abolition of tenancy'* [United Nations 
1973: 63- 70]. The views of other analysts 
using the data obtained from the surveys 
conducted by the Reserve Bank of India in 
1961 and 1971 and from other sources vary 
considerably [Herring 1980; Mencher 1973; 
RatcUffe 1978; Zachariah 1983]. Their is,< 
however, a conSeiuus that the Kerala com¬ 
munist leaders wei« the foremost in India 
in paying attention to the political impor¬ 
tance of rural mobilisation in a language 
easily comprehensible to the landless 
labourers and poor peasants. Zagoria [1973] 
thinks that the long and continuous struggle 
for land reform led by communist parties 
is perhaps the most obWous explanation for 
the greater degree of political awareness in 
rural Kerala. 

In their attempts to analyte the remark¬ 
able riro of communism in Kerala, the com¬ 
mentators agree more or lest on the factors 
that ate relevant, but they vary in their 
spedflc emphasis: in a similar vein as 
Namboodiripad (stated earlier), Harrison, 
[I960:193-9} cmphaMses caste organisation; 
Cough's [1967 ] emphasis it on agricultural 
relations and class division; Zagoria [1972] 
stresses the importance of the interaction of 
landlessness, literacy and density of popula¬ 
tion; and Jeffrey [1978] emphasises the 
breakdown of the matrilineal joint family 
system (among the Nayar and other castes) 
that stimulated a generation of young men 
to provide leadership to an em^ng com¬ 
munist movement in the )930s. 

Nossiter [198Z‘ 63-83] hat reviewed the 
strengths and weaknesses of the above 
hypotheses. He draws attention to the excep¬ 
tionally high skill with the Kerala communist 
leadership bat oqiloited the potential of time 
and place, and points out the importance of 
recognising the difletence in the three 
regions of Knala in the nature and pace of 
communist influence. In Tbavancore the 
communists* appeal was directed toward 
‘dwarf landowners (who bad insuffleient 
land to sunrort thor families due to the 
gowmment land reform polky), the landlets 
labourers uid coir-industry workers. The 
emnmunistt’ task in Tfevancote wu facili¬ 


tated by a higher literacy level, greater caste 
oppression, the existence of unions, and.the 
impact of world depression in the 1930s on 
an economy heavily dependent on export 
(coconut, pepper, cashew nuts). In the. 
Malabar area, the communists found fertile 
ground because the continuing—sometimes 
violent—conflicts between the exploited 
Muslim peasants and their Iwidlords had the 
character of a class struggle in addition to 
being communal [Hart and Herring 1979]. 
The cash-crop economy of the Malabar 
region was also favourable to the rise of 
communism. In Cochin, although com¬ 
munism made some headway among toddy 
tappers, working class and discontented 
peasantry, its progress was circumscribed by 
the deeper Christian penetration, greater 
resilience of an urban and commercialited 
economy, and mote fledble characteristics, 
of the govermnent. 

Although Marxism as an Ideology was 
known and supported by a larger propor¬ 
tion of intellectuals in Kerala than in many 
other Indian states, the Communist Party 
had a relatively late start in Kerala. While 
the CPI had its units formed in tome states 
in the 1920s, the Kerala unit was formqd in 
1939. Many of iu cote leaders previously 
worked as Oandhians and then in the 
socialist wing (known as the Congress 
Socialist Party) of the Indian National Con¬ 
gress Party. Some of them had already led 
peasant movements and alto penetrMed 
caste organisations. The commuMst parties 
in Kerala have used village school teachen 
for leading the peasants more than in any 
other state. Another feature that helped the 
corrununists to have a strong and early bate 
in rural Kerala it that they, consciously or 
Unconsciously, took good account of the 
pattern of thought and action of the rural 
society and tailored their programme accor¬ 
dingly [Nossiter 1982; 39-66]. On the whole 
the Communist Party (diviefed into CPI ud 
CPI-M in the mid-1960s, u in other states) 
leadership since the 1940s had a very signi- 
fleant role in the peasant movement in 
Kerala and thereby, in raising political 
awareness among the rurM people 

Bbrr Bengal'. The agrarian relidons in 
IXbst Bengal as weU as in the eastern part 
of undivided Bengal (currently Bangladesh) 
have a history quite different from that of 
Kerala mainly b^rtse the ruture of British 
administration in the two states were dif- 
. ferent. In 1793, shortly after the British East 
India Company won a victory over the exist¬ 
ing Muslim rule in Bengal, it introduced the 
Permanent Settlement with the followirrg 
two principal objectives: (1) creating a snudl 
section of rich zamindars (landlords) and a 
large number of middle-claiu xamin^tm and 
tenure-holders (variously krsown ujotadar, 
tatukdar. ryot, gautidar, and so on) who 
woulfe te imerested in perpetuation of 
British rule in India; (2) increasing and 
securing goverrrment revenue by stm>ortiag 
zamindars and thdr intermediaries in their 
conflicts with peasant erdtivatms and by en- 
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coungins the new class of rich urban traders 
to invest their money in landowne/ship 
(Mukhopadhyay 1979). The Permanent 
Settlement came into operation initially in 
Bengal, and then gradually in other eastern 
and northern Indian states. 

Prior to the Permanent Settlement, the 
propertyless revenue farmers, usually 
belonging to higher castes, were hereditary 
rent-collecting and magisterial officials. The 
Permanent Settlement created and streng¬ 
thened the concept of individual land- 
ownership and, within a few years, stimula¬ 
ted subinfeudation—the granting of feudal 
land by a vassal zamindar to another as 
vassal of himself rather than of his own 
superior. The rigid provision of confiscation 
of zemindars' land in case of defaults on 
payment of various taxes, as well as the 
British stranglehold on trade and manufac¬ 
ture had a deleterious effect; zemindars and 
their intermediaries did not have any incen¬ 
tive for agricultural and industrial develop¬ 
ment. They built mansions, spent extra¬ 
vagant sums on litigations, festivals, and 
social functions. As moneylenders they 
charged exorbitant interest on loans to 
illiterate and helpless cultivators. As their 
number increased because of change in in¬ 
heritance rules and partition of land, many 
of them became ab.sentee landowners living 
in Calcutta and other towns. Some pursued 
urban professions: others depended for their 
luxurious living on what they could squeeze 
out of the cultivators. The economic 
and social condition of the cultivators 
deteriorated. 

Along with the Permanent Settlement, 
another factor that contributed to the 
economic and social deterioration of the 
Bengal peasantry was the introduction of 
Indigo plantations in some of the districts 
during the late nineteenth century. Many 
eamindars leased parts or the whole of their 
land to the British indigo planters, mostly 
from the West Indies, whose greed for profit, 
ruthless exploitation and repression of 
labourers recruited from cultivators, and 
utter disregard for human dignity have been 
well-recorded in the nineteenth century 
Bengali literature [Mukhopadhyay 1979: 
639- 643). 

There were times when groups of peasants 
and plantation labourers refused to pay 
rents, disobeyed court dictates, obstructed 
evictions, and were desperate enough to fight 
with whatever strength they had. Localised 
uprisings of the oppressed workers against 
zamlndars, and indigo planters in rural 
Bengal woe not uncommon during the nine¬ 
teenth century. These were often characteris¬ 
ed by group violence directed at particular 
Individuals, burning of zemindars' offices 
(kacharis) and indigo factories, and 
mobilisation through rustic means of com¬ 
munication such as the beating of drums. 
A few uprisings against indigo planters have 
been termed ‘blue mutiny' by some atuilysts. 
The Barasat rebellion (bidroha) of 1830, led 
by Titu Mir, is a good example. It did not 


take a long lime for zemindars and indigo 
planters to suppress such uprisings because 
of the total support they received from the 
increasingly powerful British administrative 
and defence machinery [Guha]. 

The Permanent Settlement had an un¬ 
anticipated outcome—the generation of a 
kind of political awareness among the 
Bengali zemindars and urban intelligentsia. 
They began to recognise the need for reforms 
of various aspects of the British adminis¬ 
trative system that were unfavourable to 
them and served only the British interests. 
In 1838 the Landholders’ Society—an 
organisation of semi-political nature—came 
into being for this purpose. Shortly after¬ 
ward, in 1843, the Bengal British Indian 
Society was formed at Calcutta for reduc¬ 
ing ‘Indian misery—the first full-fledged 
Indian political organisation, the precursor 
of the Indian National Congress Puty. With 
Calcutta as its focal point in the initial phase, 
the Congress led the national movement for 
independence from British rule, but accepted 
the zemindari system as granted and did not 
have interest in the kind of peasant move¬ 
ment that might be harmful to or deflect its 
focus from the national movement for in¬ 
dependence [Chaudhuri 1979]. 

Unlike Kerala, the Bengal Congress Party 
did not have left-oriented leaders with a 
strong base in rural areas and experience of 
leading caste movements. The leaders of the 
Congress Socialist Party in Bengal, the left- 
wing section within the Congress, and its 
leaders were almost exclusively urban-based. 
However, some of them, mostly those who 
were also members of the CPI, took the 
initiative in the mid-30s to form the Bangiya 
Pradeshik Kishan Sabha (BPKS)—a 
peasants' organisation with the radical 
objective of zemindari abolition and 
distribution of land to working peasants 
without any compensation to the zemindars. 
By the end of 1937 the mainstream Congress 
leadership forbade its members to join the 
BPKS. 

The BPKS led localised peasant move¬ 
ments in a tew Bengal districts until 1941-43 
but could not gain anything significant. The 
local leaders often allowed rich peasants to 
join the movement who subsequently sabo¬ 
taged it. The BPKS had to depend on a very 
few dedicated state-level leaders who failed 
to mobilise a substantial number of poor 
peasants. In 1939 it tried to organise a pea¬ 
sant movement in a few areas of northern 
Bengal, demanding an increase of sharecrop¬ 
pers (bargadars) share from one-half to two- 
thirds. The movement did not catch on, but 
it sowed the seed of the Tebhaga (literally 
‘three shares') movement that began in the 
mid-l940s in some areas of Bengal under the 
leadership of the CPI-controlled Krishak 
Samity [Chaudhuri 1979; Mukhopadhyay 
1979). 

The relative inability of the Bengal CPI 
compared to the Kerala CPI in mobilising 
widespread peasant movements until the late 
196iB (except for the sporadic success of the 


Tebhaga movement in 1946-48) is explained 
partly by its elitist origin and by the nature 
of its growth. The communist movement in 
Bengal started in the early 192()s, but the 
growth of the CPI occurred mostly in the 
1930s when it started recruiting the leaders 
of the terrorist movement against the British 
administration. These leaders belonged 
mostly to educated, high- caste families, and 
believed in the greater effectiveness of con¬ 
spiratorial activities involving violence com¬ 
pared to the non-violent strategies of the 
Indian National Congress under Gandhi’s 
leadership. They were later joined by some 
Bengali Marxists who returned to Calcutu 
after their graduation from British univer¬ 
sities, and eventually by a large section of 
urban writers, artists, students, and teachers. 
The fact that such urban intellectuals turned- 
to leftist politics in Bengal mote than in 
other Indian states can be traced to their 
greater exposure to western ideologies, and 
to the economic and cultural disruptions 
that severely affected middle class Bengali 
after the Indian capital was shifted from 
Calcutta to Delhi in 1912 [Franda 1971: S-411. 

During 1946-49, the CPI along with a few 
other Marxist leftist parties (Revolutional 
Communist Party of India, Forward Bloc, 
Revolutionary Socialist Party) became in¬ 
volved through the BPKS in the Thbhaga 
movement among sharecroppers. In localis¬ 
ed areas of a few districts (specially 
Jalpaiguri and 24- Parganas) the Tkbhaga 
movement, often involving insurrectionist 
activities, made some headway but experien¬ 
ced a setback for the following reasons: 
(1) underestimation of the state power of 
repression; (2) very little attempt by urban- 
based leaders to raise the political awareness 
of peasants; (3) differences of interest among 
big sharecroppers, small sharecroppers and 
agricultural labourers [Custers 1986, Das 
Gupta 1985, Sarkar 1986]. 

During the 1950s the CPI and other left- 
oriented parties were able to organise 
successful student and trade union move¬ 
ments in urban West Bengal, especially in 
Calcutta and its industrial suburbs, but thdr 
bases among the peasants were still very 
weak, except in a few small pockets of the 
state. A section of the CPI was always keen 
on increasing the original activities of the 
party among the peasants. In 1964 it broke 
away from the CPI and became a separate 
party known as the CPl-M (Marxist) at both 
national and state levels. In the 1967 West 
Bengal assembly election a coalition group 
(the United Front) of the leftist parties, 
along with the Ban^a Congress—a splinter 
party from the main Congress—won a 
victory over the Congress that had controlled 
the 'SdtA Bengal government continuously 
since independence in 1947. The CPI-M had 
more radical policies of land reform and 
peasant movement compared to the other 
coalition parties, but due to the lack of an 
absolute majority in the assembly, it was 
unaUe to translate iu pohdes into progtam- 
ntes through the UniM Front government 
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whii^, in uiy cate, was dismissed by the 
central governraem in late 1967 [Sen Gupta 
1972: 18-24. 1979: 55-77). 

One of the small pockets where the 
peasant movement was quite strong in the 
1950t was the Siliguri sub-division of 
northern Bengal. The famous Naxalbari 
movement owes its origin to a violent 
uprising of peasants in the late 1960s in the 
Naxalbari region (about 300 square miles) 
of this subdivision. Siince the early 1950s the 
local communist leaders, who believed in the 
efHcacy of a Maoist type of violent revolu¬ 
tion, succeeded in mobilising a large number 
of peasants and (tea) plantation labourers, 
the majority of whom belonged to a tribal 
population. In 1967 they gave a call for 
redistribution of land through peasants com¬ 
mittees and incited the peasants against 
zamindan and their intermediaries. About 
15,000-20,000 peasants, enrolled as activists, 
formed peasant committees in every village 
that acted as armed guards, occupied land 
forcibly, burnt all land records, passed death 
sentences on oppressive landowners, looted 
guns from them, and set up parallel adminis¬ 
tration to look after the villages. It was not 
very difficult, however, for the state and 
central governments to suppress the 
Naxajbari rebels by launching strong police 
action in the region. Although the Naxalbari 
movement had its impact on other regions 
of West Bengal and also on other states, it 
could not generate any widespread political 
movement in rural West Bengal or other 
states [Banerjee 1986). 

After more than a year of central govern¬ 
ment (president’s) rule, the United Front 
again won the assembly election of February, 
1969 and formed the West Bengal ministry. 
This time the CPl-M’s dominance in the 
coalition was stronger and hence it was 
relatively more successful in implementing 
its land reform policies through the state 
government. However, about one year after 
the ministry formation, the centr^ govern¬ 
ment again imposed its rule on the state, 
allegedly for widespread lawlessness and 
violence, caused mainly by the naxalites. 
During a year of the United Front rule about 
3,00,000 acres of ‘surplus’ land acquired by 
the government was distributed to the 
landless peasants, but one-half of the 
distributed land was subsequently returned 
to the previous owners the Congress 
government that came to power during the 
first half of the 1970s. It indicates that the 
movement for land reform in West Bengal 
was not as strongly root^ at the rural nuus 
level as in Kerala where its momentum, 
generated by the Communist Puty, was sus- 
t^ned even after the party lost its power over 
the state government. 

Since the late 1960s the CPI-M had started 
giving high priority to the organisation of 
peasants, and by 1977 strengthened its rural 
base to much that in the 'Mfest Bengal state 
assembly election fbat year the party secured 
60 per cent of the total teats and formed the 
Left-Ftont coalition government During the 
Left-Ftont rule; which it still continuing, the 


CPI-M has successfully devised a peasant 
mobilisation programme that avoids con¬ 
frontation with the middle level and big 
farmers, and adopted a strategy to streng¬ 
then the local panchayau and increase its 
power over them. 

It is quite reasonable to presume that the 
activities of the CPI-M and other leftist 
parties as well as of the Left-Front govern¬ 
ment since the late 1970s have considerably 
increased the political awareness of the 
people in rural West Bengal, but, as stated 
earlier, this is beyond the scope of this paper. 
However, analysts differ in the possible im¬ 
pact of these activities on the role and con¬ 
dition of the rural poor in West Bengal. On 
the basis of an intensive study of a few 
villages during 1977-81, Banerji (1982: 153] 
thinks that “By organising those segments 
of the people so far dominated by a small 
group of privileged people the CPl-M 
workers brought a fundamental change in 
the power structure within villages". On the 
other hand, Khasnobis [1986], after analys¬ 
ing the situation in Kerala and West Bengal 
.in the mid-1980s, argues that the abolition 
of the tenancy programme had a greater 
success in Kerala than West Bengal because 
of the relative inability of the political parties 
constituting the Left-Front government in 
West Bengal to rouse the initiative of the 
peasants in favour of land reforms compared 
with the communist parties in Kerala. 

Educational Structure 

Investigations in Nigeria [Okediji 1975], 
and Kerala [Panikar 1979] have indicated 
that literacy and education increase the 
awareness of not only the need for but also 
the right to use health facilities—an aspect 
of political awareness, as stated earlier. 
According to the available census figures. 
West Bengal has always ranked higher than 
average Indian states in terms of literacy and 
enrolment in primary schools, but Kerala far 
outdistances all other states [Bhattacharjee 
and Shastri 1976:74; India CSO 1982:514). 
The difference between rural Kerala and 
rural West Bengal has always been even 
sharper in these respects. A few measures of 
these indicators are cited in the following 
examples. In 1971, 76 per cent of Kerala's 
urban population of five years and above 
was literate compared to 62 per cent In urban 
West Bengal. The difference was sharper for 
the rural population; 69 per cent in Kerala 
and 31 per cent in West Bengal. In the same 
year, 61 per cent of Kerala's rural females were 
literate compared to 18 per cent in urban 
West Bengal In 1981, 74 per cent of five- 
to-nine-ycar-old children in rural Kerala were 
enrolled in primary schools compared to 32 
per cent in rural West Bengal [India ORG 
1983: 17. 25] 

Relationship Between Literacy and 
Political Awareness 

What is the mechanism through which 
higher literacy among Kerala villagers has 
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enabled them to be more politically avrare 
than those in Wsst Bengal? In the Indian 
context, newspapers are perhaps the most ' 
effective medium through which literacy 
generates openness to change and political 
awareness, besides widening the range of 
knowledge, perspective and ability to com¬ 
municate [Rogers 1969: 83-92). Indian 
newspapers have a long tradition of mobilis¬ 
ing public opinion regarding social, econo¬ 
mic and political issues. In rural areas, 
people mostly read newspapers published in 
vernacular languages. 

Among the Indian states, both Kerala and 
Wrst Bengal have a reputation for a high- 
standard of vernacular newspapers (Mala- 
yalam and Bengali respectively). However, 
in terms of the circulation of daily 
newspapers in the vernacular, Kerala has. 
always been far ahead of West Bengal. For 
example, in 1975 the total circulation of 
Malayalam daily newspapers was 10,57,000 
compared to 5,75,000 for Bengali news¬ 
papers. The difference is large in absolute 
number, but is all the more striking in view 
of the fact that the Malayalam-speaking 
population (21.9 million in 1971) in India is 
less than one-half of the Bengali-speaking 
population (44.8 million in 1971). The 
circulation of picriodical magazines in 
Malayalam is also significantly higher com¬ 
pared to that of Bengali magazines [India 
CSO 1977: 518). 

The widespread habit of reading news- 
papep, even by lower caste and poor 
villagers of Kerala, has attracted the atten¬ 
tion of anthropologists. For example, while 
making his investigation in the early 1960s 
in a village about 42 miles away from the 
town of Cochin by waterway, Aiyappan 
[1965: 30,95] observed that an illiterate low 
caste man of over 60 years used to buy 
newspapers and have them read to him by 
his son. He found out that the habit of 
buying and reading newspapers had become 
well established in the village within the 
previous two decades. Village shopkeepers 
subscribed to newspapers and each paper 
was read by about 50-60 persons daily. No 
anthropological study of West Bmgal 
villages mentions the habit of reading 
newspapers. My own field observations since 
the 1950s confirm that newspapers are more 
widely read in rural Kerala than in rural West 
Bengal, and also that this is how the dif¬ 
ference in literacy between the two states has 
contributed toward a difference in political 
awareness. Besides newspapers and maga¬ 
zines, some novels and poems in Malayalam, 
written in the first few decades of this 
century, assisted significantly in raising the 
support of Kerala villagers for the left- 
oriented political parties [Nossiter 1982; 38; 
Namboodiripad 1967: 135]. 

Among other ways by which the wider 
spread of education in rural Kerala generated 
higher political awareness, perhaps the auM 
important was the role of village school 
teachers in the Communist nitty. The Kerala 
communist party had a policy since the late 
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19301 Qf using school tenchers for streng¬ 
thening its, rural base As early as 1939, it 
was successful in organising a widespread 
strike of school teachers in Malabar. A few 
reputed communist leaders (e g, A K 
Gopalan and Joseph Mundassery) started 
their careers as schoolteachers (Nossiter 
1982: 34]. it is not easy to find parallels to 
this finding in West Bengal. 

Educational priorities in Kerala and West 
Benge/K^Pre-independence (undivided) 
Bengal was generally considered as the most 
advanced state in India regarding higher 
education, The pioneering efforts of a 
number of British and Bengali educators in 
Calcutta during the nineteenth century led 
to the establishment of modern schools and 
colleges there earlier than in other Indian 
cities. How, then, did literacy in Kerala 
become higher than in West Bengal? The 
answer lies mainly in the fact that during the 
British rule in India as well as in the post- 
independence era, primary level education 
and rural education had been emphasised 
in Kerala, whereas, particularly during the 
British rule, but also after indeptendence at 
leasrup to the 1970s, the educational struc¬ 
ture in West Bengal was elitist and urban- 
oricnted. Historical differences in circum¬ 
stances favoured differential emphasis 
bMween the two states. 

By the second half of the nineteenth 
century the demand for primary education 
in Maiayalam was quite high in the native 
states of IVavancore and Cochin for the 
following reasons: (1) requirement of 
knowledge of Maiayalam for any govern¬ 
ment Job: (2) structural changes in the 
agrarian economy (eg, confirming pro¬ 
prietary rights to superior tenants and in 
1863, commercialisation of the economy and 
expansion of trade) and (3) rise of educa¬ 
tional aspimtion suid opportunity among 
castes which previously were not allowed 
bureaucratic positions linked to educational 
qualifications [Tharakan 1984]. 

The 'native* kings and administrators of 
IVavancore and Cochin as well as the British 
‘residents’ in those states were interested in 
the spread of education and provision of 
he^th services among the masses. For ex¬ 
ample, in response to a memorandum from 
the inhabitants of a northern IVavancore 
village requesting funds for retaining a 
school teacher, the following instruction— 
remarkably progressive and radical for India 
as early as 1817—was sent by the queen of 
IVavancore (only 17 years old at that time) 
to the chief administrator: “the state should 
defray the whole cost of education of its 
people in order that there might be no 
backwardness in the spread of enli^tenment 
among them, that by diffusion of education 
they might become better subjects and public 
servants, and that the reputation of the state 
might be advanced thereby" [cited in 
Tharakan t9i4: 19171 

The native kings were often influenced by 
the British ‘residents' and by Christian 
missionaries who pioneered the modem 


system of education, particularly among the 
poor and among women (Velu Piilai 1941: 
79]. In 1971,21 per cem (the highest in India) 
of the population of Kerala was Christian 
compared to less than oiu per cent in West 
Bengal. Tharakan [1984], however, thinks 
that the role of monarchy and Christian 
missionaries in spreading literacy in IVavan¬ 
core and Cochin has been,over-emphasised. 
According to him, the increasing demand for 
primary and vernacular education (as 
mentioned above), along with educational 
activities of caste organisations and easy 
accessibility of schools to a large population 
(highest density of population in Kerala 
among Indian states) were mainly respon¬ 
sible for widespread jiteracy in those states. 

As the number of jobs requiring educa¬ 
tion increased in IVavancore and Cochin, 
and competition for them among the various 
castes increased, the caste organisgtions had 
increasing drives to open their own schools. 
Although Sri Narayana Guru Swamy, the 
founder of the SNDP movement, was 
primarily a religious reformer, he realised 
fully that as long as the Ezhava and other 
lower caste boys and girls did not get the 
benefit of modern education (including 
technical education), they would not be able 
to achieve the rights and privileges that the 
higher castes enjoyed. So he encouraged the 
agitation of the SNDP Yogam for securing 
the admission of Ezhava children to public 
schools and also for establishing schools for 
the Ezhava caste. Partly because of the 
pressure from caste organisations and partly 
because of its own interest, the government 
gradually increased the number of schools 
under its own control and also its grants-in- 
aid to private schools. It is remarkable, 
however, that at the beginning of this century 
a large proportion of schools in IVavancore 
were run by private agencies that did not 
receive any aid from the government (47 per 
cent in f900-01). It reflects the important role 
played b^ caste and other non-government 
organisations in the expansion of education 
in Kerala. 

Educational development in Bengal under 
British rule took a different course. The 
Permanent Settlement gave rise to a class of 
zamindars and their intermediaries who did 
very little to promote education among the 
tenants and labourers. They were attracted 
to the Calcutta metrooolis and. along with 


a growing middle class of urban profts* 
sionals, became strong advocates of secon¬ 
dary education in the EngUsh language in 
urban areas rather than primary education 
in the vernacular in rural areas. Middle class 
Bengalis of urban areas were eager to qualify 
for the new jobs created by the British. 
Moreover, the Bengali leaders of indepen¬ 
dence and social reform movements, almost 
ail of them located in Calcutta, supported 
hi^er education in EngUsh to that students 
could assimilate new ideas, thoughts and 
poUtical traditions of the western countries 
[Mukherjee 1968: 14-43]. As a result, there 
was a strong bias toward higher education 
in urban areas in the aUotment of educa¬ 
tional funds. 

The characteristic features that distin¬ 
guished the educational structure during 
the British rule continued in the post¬ 
independence period. The higher emphasis 
on education in Kerala in the latter period 
is reflected in higher educational expen¬ 
diture. For example, in 1960-61 the Kerala 
government spent 33 per cent of its revenues 
on education, while the cormponding 
estimates for West Bengal and for India as 
a whole were both only 19 per cent IRudolnh 
and Rudolph 1969]. For 1968-69 the rank 
order was the same [India MESW 1972]. The 
greater priority given to primary education 
in Kerala is reflected in expenditure as well 
as enrolment figtues by levels of education: 
For example, in 1969-70 Kerala spent 59 per 
cent of its educational budget on the! 
primary level compared to 38 per cent by 
l^t Bengal, whereas Kerala spent 5 per cent 
on the university level compared to 16 per 
cent by West Bengal. In 1976-77 rank onter 
remaiited thejame, but differences were not 
as sharp [India. MESW 1972; Kerala 1977; 
West Bengal 1977]. 

The conclusion derived from this section 
is that the higher literacy level and spread 
of primary education in rural Kerala com¬ 
pel^ to rural West Bengal for a prolonged 
period of time has contribute toward 
Kerala’s lower mortality by generating 
greater political awareness among its rural 
masses (besides other favourable effects of 
literacy and education on mortality). The 
differentia] effect of literacy on political 
awareness in the two states seems to have 
been generated mainly through newspapers 
and magazines, which are circulated and 
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Anarch 25,1989. Selected candidates will be paid to and fro second class Railway fare 
(or Bus fare) for attending the Course The selected participants \MII be provided with 
boarding and lodging facilities during the training period on the Campus. 
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read more widely in rural Kerala than in 
rural West Bengal. The higher literacy level 
and spread of primary education in rural 
Kerala can be explain^ mainly by the dif¬ 
ference in educational priorities (influenced 
by social, economic and political structure) 
between the two states during British rule 
as well as in the post-independence era: 
Kerala's priority in primary-level and West 
Bengal’s in higher-level education at least up 
to the end of the 1970s. 

Summary of Findings and Their 
Policy Implications 

This paper is a follow-up of a previous 
study of mine [Nag 1983], which showed 
that the lower mortality level in rural Kerala 
compared with West Bengal can be attri¬ 
buted mostly to more extensive health faci¬ 
lities and their better utilisation in the 
former. It was hypothesised that along with 
wider spread of primary education, an im¬ 
portant phenomenon that contributed to the 
easier accessibility to and better utilisation 
of health facilities was a higher degree of 
political awareness in rural Kerala than in 
West Bengal at least up to the end of the 
197/)$. This paper further examines that 
hypothesis by assessing the evidence in its 
support and by arguing that a few institu¬ 
tional factors can explain the difference 
between the two states. 

Anthropological literature on rural Kerala 
has some reference to the awareness of the 
right to demand and use health facilities— 
an aspect of political awareness as defined 
in this paper. To my knowledge, literature on 
rural West Bengal does not provide such 
evidence. Besides, the analysis of state 
assembly elections and some public opinion 
poll data during the 1960s and 1970s show 
that political awareness was higher in rural 
Kerala compared to rural West Bengal. 

Calcutta, capital of West Bengal and 
formerly of undivided Bengal, was the city 
where the Indian national movement for in¬ 
dependence from British rule made iu start, 
and it still has a reputation as one of the 
most politically active Indian cities. Hence 
it is somewhat strange that in political 
awareness rural people in Wbst Bengal would 
be behind those in Kerala—a state that had 
no special role in the Indian nmional move¬ 
ment. One important factor explaining the 
anomaly is that the political movement for 
independence had a stronger rural base in 
Kerala than in West Bengal and involved a 
higher proportion of left-oriented political 
factions and leaders in Kerala who were as 
much frustrated in economic and social 
rights of rural poor os in the right for 
freedom from the British rule A historical 
analysis of the caste organisations, peasant 
movements, and educational structure in the 
two statef provides clues to the under¬ 
standing of the difference in political 
awaieneu of the rural poor between them. 

Hie caste ^lem in Kerala has always been 
more rigid. Because of this and a few other 
more favourable ciicumsunces. it provided 


more fertile ground for the emergence and 
growth of caste organisations that per¬ 
formed a wide range of activities aimed at 
achieving various righu and privili^, 
thereby generating a higher degree of 
politicid awareness. The SNDP, a state-wide 
organisation of the Ezhava, one of the lower 
castes in Kerala, succeeded remarkably in 
achkving various social and economic rights 
for its caste members through a long struggle 
that included confrontation and other 
political meant. This and other caste 
organisations formed subsequently in Koala 
were courted later on by political parties, 
particularly the left-orient^ ones, in order 
to spread their influence in rural areas. Some 
caste leaders became prominent communist 
leaders. 

One reason for the lack of a strong rural 
base of ieft-oriented political parties in West 
Bengal it that it never had caste organisa¬ 
tions of the type Kerala had. The caste 
system in Bengal was never very rigid due 
to historical circumstances, and its caste 
organisations did very little to enhance the 
social and economic condition of their 
fellow mmnbera. They did not contribute 
anything toward generating political aware¬ 
ness in the rural areas of West Bengal. 
Political parties there could not take adven¬ 
ts of them. 

In both Kerala and l^t Bengal, move¬ 
ments of the poor peasants and labourers 
for acquiring their Intimate rights to land- 
ownenhip and the ftuits of their laboun had 
an impact on political awareness different 
from that of the caste organisations, 
although in Kerala the latter paved the way 
for a stronger peasant movembnt. A histo¬ 
rical analysis of the peasant movements 
shows that their nature was not very different 
in the two states during the nineteenth 
century, but since the 1930s (at least up to 
the end of the 1970s), the Kerala movements 
weie more widespread, organised and, hence^ 
more effective in raising the political 
awareness of rural people The difference can 
be attributed mostly to the dissimilarity of 
the roles played by political parties, parti¬ 
cularly the left-oriented ones, in the two 
states. For various reasons, the Communist 
Party in Kerala has had a strong rural base 
since the late 1930s, while the patty’s rural 
activities in West Bengal started growing 
only in the late 1960 b. The Communist IHuty 
leadership emerged mostly from rural areas 
in Kerala and urban areas in West Bengal. 

The history of educational priorities in 
Kerala and West Bengal during British rule 
and also in the post-independence era can 
explain the higher literacy rate and wider 
spread of primary education in rural Kerala 
compared to West Bengal. The emphasis on 
rural, primary, and female education— 
indicates of equity in educational services— 
has always been greater in Kerala. The dreu- 
lation of newspapers and magazines in 
vernacular language has always been wide! 
in rural Kerala compared to rural Wtat 
Bengal, and these seem to be the media 
through which the greater emphasis on 


primary education has been able to genenta 
a higher degree o£ pi^tkal awareness. 

Oo the above findings based on long ex¬ 
cursion into history have any meaning for 
future health policy of West Bengal m any 
other place that has not as yet achieved 
‘Good Health at Low Cost’? Certainly diese 
findings should not be interpreted to mean 
that since the people of West Bengal can¬ 
not retrospectively change their history in¬ 
to one of Kerala-style, the room for 
manoeuvre is quite narrow. It is true that all 
the specific historical circumstances and in¬ 
stitutional factors that have generated a high 
degree of political awaraness in rural Kerala 
are not replicable in rural West Bengal or else¬ 
where, but the nature of two institutions— 
political parties and educational structure— 
that have been found to be critical in 
generating political awareness which, in 
turn, was an important factor in equitable 
distribution of health services in Kerala is 
amenable to change for achieving the same 
ends but through means that are likely to be 
different in speciHc socio-political contats. 
As stated earlier, the CPI-M and other left- 
oriented political parties in West Bengal have 
been giving special attention to strengthen 
their rural base through various activities 
and may have succeeded by now (1988) to 
substantially decrease the difference in 
political awareness between West Bengal and 
Kerala that is reflected in the election and 
public opinion data of 1960$ and early 
1970s. 

For less developed countries it it impor¬ 
tant that political awareness often generated 
through movements to acquire economic 
rights be taken advantage of by political i 
muties for raising the awareness of dqirlved 
people about their rights to demand a^ use 
healdi and other social fadlities. In a recent 
article, Kothari [1986] has analysed the 
reasons for the failure of the state power and 
party politics in many less developed coun¬ 
tries to achieve the post-coloniai objectives 
of the welfare state He emphasises the ladk 
of widespread socio-political movements in 
these countries as a common factor. Tlie ; 
nature of movements referred to by him it ! 
somewhat simiiar to that of the caste move- : 
ments in Kerala. The flndings of this papm | 
supporu Kothari’s view that the political ^ 
panics and trade unions should take a more - 
active role by mobilising ti» masses not <»ly 
around economic issues but also around 
social issues, e g, health, education, women’s 
rights, environment, fusing, peace and . 
disamuunent that previously were not '[] 
subject matter for mass politks. 
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NOTICE 

It Is hereby notified for the information of the pubiic that OUNDIA LIMITED proposes to make an application to the Centrai Govern¬ 
ment in the Department of Company Affairs, New Delhi, under sub-Section (2) of Section 22 of the Atonopolies and Restrictive Trade 
Practices Act, 1969, for approval to the establishmeut of'a new undertaking. Brief particulars of the proposal are as under; 

1. 

Name and address of the applicant. 

GLINDIA LIMITED, 

Dr. Annie Besant Road, 

Worli, Bombay 400 025 

2. 

Capital structure of the applicant organisation 
AiiMerlacsl Capital— 

2,10,00,000 shares of Rs lO each. 

Rs. 21,00,00,000 


kimd * fubsertbad— 

2,00,00,000 Equity Shares of R$. 10 each. 

Rs. 20,00,00,000 

3. 

Management Structure of the applicant organisation 

Glindia Limited is managed by a Boaid of Directors comprising 


indicating the names of the Directors, including 

of the following: 


Managing/Whole-time Directors and AAanager, if any. 

Mr N.M, MPagle —Chairman 

Mr. J.S. Khambata -Vice-Chairman & Managing Director 

Mr. H. Dhanrajgir -Deputy Managing Director 

Dr. G.J. Blaker 

Mr. J.D. Coombe 

Mr, H.B. Dhondy 

Mr. Akbar Hydari 

AAr. S.S. AAarathe 

Dr. H. AAcCorquodale 

Dr. H.M. Smalley 

AAr. C.S. Swaminathan 

Mr. William Ifan Glynn-Wllliams 

Mr. K.G. Vassal (Nominee Director of the Unit Trust of India) 

4. 

Indicate whether the proposal relates to the esta- 

Manufacture of new articles deemed to be establishment of a 


bllihment of a new undertaking or a new unit/division. 

new undertaking 

5. 

Location of the new undertaking. 

At Its existing formulations factory at M.I.D.C. Estate, Ambad, , 

NashIk, AAaharashtra. 

6. 

Capital structure of the proposed undertaking 

Same as in (2) above 

7. 

In case the proposal relates to the production, storage, 
supply, distribution, marketing or control of any goods/ 
articles, indicate; 



I) Names of goods/articles. 

il) Proposed licensed capacity. 

iiO Estimated annual turnover. 

a) Cefuroxime Injection 

b) Ceftazidime injection 

a) Cefuroxime Injection; 2.29 Million Vials per annum 

b) Ceftazidime Injection: 1.58 Million Vials per annum 

a) Cefuroxime InjMion; Rs. 572 Lakhs 

b) Ceftazidime Injection: Rs. 1422 Lakhs 

6 . 

In case the proposal relates to the provision of 
any service, state the volume of activity in terms of usual 
measures such as value income, turnover, etc. 

Not applicable 

9. 

Cost of the project 

The project cost is estimated at Rs. 35 lakh. 

10. 

Schenk of finance, indicating the amounts to be 
raised firoi^ each source 

Rs. in Lakhs 


(a) Retained Earnings 

35 Lakhs. 


(b> Borrowings by way of Debentures 

(c) Borrowings by way of loans/acceptances from 

Nil 


Financial Institutions 

Nil 


Total Rs. 

35 Lakhs 

11 Any person Interested In the matter may make a representation in quadruplicate to the Secretary, Department of Company Affairs, 1 1 
11 Government of India, Shastrl Bhavan, New Delhi, within 14 days from the date of publication of this notice. Intimating his views on 11 

1 1 the proposal and Irtdicattns the nature of his interest therein. 
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Our personalised service makes you feel at home. 
Our home loans help you get there. 


HDFC 

DISBURSES 
LOANS OVER 
RS. 1000 CRORES. 


At HDFC loan disbursements are treated with 
the same urgency as loan approvals. 

It is this efficiency combined with our friendly 
service, that is largely responsible for our rapid 
growth. Our six monthly results indicate all 
round performance. 

HDFC. Housing assistance to over 2,80,000 
fimilies in over 1,400 towns and cities 
trough a nationwide network of 20 offices. 


Financial Results 


Rt, in lacs 



Six monllia 
endMl 
)l MM 

Six moncha 
xfuied 
)l.12.87 

Year 

enilcd 

90.6 88 
(Audited) 

Total Income 

6762 Jt 

4845.96 

10602.42 

Interest Expenses 

5246.12 

1690.15 

7915 12 

Staff, Establishment and 
other Expcnscs/Charses 

550.VJ 

491.64 

958.18 

Profit before Tax 

965.29 

661.97 

1708.92 

Provision for Taicacion 

211.22 

111 II 

400.00 

Profit after Tax 

752.07 

510.86 

1108.92 


Owi tU 


HOUSING DEVELOPMENT FINANCE CORPORATION LIMITED 


Regd. Office: Ramon House, 169, Backbay Reclamation, Bombay 400 020. Tel: 220265, 220282 


^ Amaittl tadiiBrIes, 151, A-Z Indiutiial Estate, OaayMttao JCadam Mats. Lwwr fan*. BoosbaveootHl 

to ^ toiekiha ^ ftoMHitkari HoaM^ 2M. SitaMd HuMMtolk^ad, firiirtiiQ^ Qss. ' ■ 
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Nature is colourfiil. 



We keep it that way. 

rhe vibrant blue of her skie.s The lush green of her trees. The rich brown 
of her .soil.. Clolour-Cheni helps keep Nature tliai way. 

Hetause ('olourChem ensure,s that ii.s operation.s are in no way harmful to the 
ein ironinent Vi'ell equipped (.•fflucnt treatment plants render the liquid wastes harmless 
prmr to discharge Pollution abatement eijuipment control atmosphene emissions. 

So that Nature tan continue to .show off her original colours. Now' and for all time. 


Cohur-Chem 


Where chemistry takes many hues. 

C',olour-C;hcm Limited, 194 C^hurchgate Reclamation, Bombay 400 020 






